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L—AgrkiUtural credit oiwi credit facUitiee for einall indueirttt. 

1. The agriculturists in this division obtain loans, (J) for e\ jurist's duriug 
culUvaiioii, (2) capital and permanent improvements^ and (3) for other 
stKX^iai needs such as failure of monsoon ana for ptiymeni of land revenue. 
For items 1 and 3 generally, he raises the loan on the oral security of the 
standing crop and pays high rate of interest at 2 to 3 per rent per inenscin 
^compound). For item 2 they give laud as security and tlie rate of interest 
is only 1} |>er cent per mensem (oomx>ound). The. period in case of items 

I and 3 is only six months uhereas in item 2 Uio i>oriod is more than one 
year. There are no branches of the lm{)erial Bank; though thert' very 
lea co-operative so<*iolics, muih lH*nofit i.s not tlerivixl !>> the Agency piHiplo. 
To give tvlief to Ageiicv j>eupie, one co-o[»erativo bank may Iw ojHmtKl and 
loans giunlcd on iurnishing the swurity of immovable proi>orty. For tho 
Poluvurum division, it 11s. 75,001) is given, business may hrsi Ik 5 starUnl on 
( ureful I i IK'S. 

2. Tlio suwcurs of the locality who severally advance money, tako the 

[»iodnw iH>in I lie ryots at a cost less than the rnarket value hy one ni|»iyi 

Imi virinally it coming to Ils. 1 less than the iiiarkct value pi‘r puiii. 

The .sowcar generally lends food-.stiilFs and takes hack an ispjal fpiuntily of 
gingclly and casUn uliieli Icteh twicii its cost. Ilieh ami intelligent r>ots 
take Iheir prodnee to the market and aell them for the proper pricoa. The 
lormation of pools and of co-ojwrative effort generally in marketing produce, 
will certainly im]»rovo the condition of the mill-pco])le. No huudi aystem ls 
eiincnt in the Agemy. 

3. There is no (IohIk' <n>p land in the Agency. 'Jlie eo.>t of an acre of 

net Iand.s varies fioiii Us. 250 to lU. 760 aocordiiig to Uie fertility of tho 

soil and water facilities. The cost of an aero of dr>' land ranges from Rs. 50 

t o Us. t)50 per aerc. Act I of 1017 ^afeglUlrds the ini erects f>f hill-men nirh 

Koyas, l{c«ldi>, Kainiiiaras, Malas and Madigas, 

5. The villagers in Guiigole and its five hanUets owe to oihera to tho 
extent of Us. 10.000 and that of Sagipad to the extent of Ua. 3,000, that 
of Karakapad and Buehcyyaj^lem Us. 6,000, that of Lakshminarayanadovi- 
|H?ta and its hanilet.s Us. 8,u00. The aliovo debt was taken partly on the 
mortgage of their lands and partly on promissory notes with u side condition 
that the produce should l>c sold to the creditor at a less cost. Debts are 
largely due to professional monoy-lendei’s. Many eificient farmejra aro being 
turned out into tenants at will through tin* prol*e^s of the eiiformneni of 
the old debts and the landed pi*oj>erty paasin^j on into the hands of creditori. 

II iitih |irocess continues, it takes away from the actual cuHivatom tha 
incentive to produce lK>tter crop.s with *cal and intcrosi. 

Il.—hidigenoue bunking. 

There are no indigenoub banks in the Agency. 

Ill , — Inveniment habit and attract ion of capital. 

2. Savings bai^s afford all possible facilities to the public at present. 
(Uviliaiwl iKipulation resort to such kind of invesiiucni. If the savings 
hank system is introduced in branch post offices, it affords convenienco and 
attracts other classes of i>eople with less education. 

3. Tlie fanners, when they’ find any surplus money, kuid to fellow' agri- 
f*itliurists on the same te#ii|p as sowcars do. 

More sdioohs may be eatablisii^ and auffieient training may be gffM 
industries by starting industriaf schools where the 
educated find work in and out of season. 



irtttten eridenoe of M.R.Ry. T. R. SRSBAYAR, (St.), TirimUlml, 

Paighat. 


Introduction. 

Hciore 1 begin to Kuuiiiiarise my views on the Indian banking question, 
it IS necessary in the fii'st instance to note as to what is exactly meant by 
the ienn. From the questionnaire issued by the Conuiiilt©©. it has been 
very difficult to form a correct opinion. It has l>eoii therefor© takem as 
meaning banking in the modern sense of the ierin c-ondneted in India in 
whait^ver foims of constiUitinii. Indian banking has Ikh'ii classified nn<ler 
the following heads : — 

fl) Private bankers. 

(2) Joint^tock banks. 

(3) Exchange banks. 

(4) The Imperial Bank of India. 

Privuie tmnhcvB . — Let us see how each of tins class couioruis to the 
rc^quirements of modern banking. Banking in the modern sense of tho term, 
as moaning opening of current acfouiits withdrawable by cheques and coUec 
tiou of cluHjues for credit of accounts, is a thing unknown among the class 
of bankers w’c n*f<*r to. There Is no i-heijiu* habit at mII. The (‘apital of 
the lm8ineH.s is provided by tlio proprietors. Money is obtained on demand 
prO-Tiotcss from the public and direct hoirouing fi»*iii tin' bunks on tin* 
security of bills or other kincis of .securities like pei*sonal cisxlit or mortgage. 
These moneys are invest<Ml at 4‘\orhifanl ral-« ' ol int(*rest withont any retet- 
enco to the vital princitdes of hanking, 'Fhe main principle in fmiikiiig ia 
that money that is not iis<‘ful lo the many is utilisoci by tm»sr wla> cun find 
a list? for it. It is on the modern principh* of credit. This credit is distinct 
from that on which money is Ixdtig deposited uitb the private hunker, ds 
monoy is not kept rolling under this sysUnn, it is kept dormant. Business 
comes to a stamlstill and it is not a live hu.sine.s.s. rndcr thi' circiiin.stHnc<*.s, 
the business usually drugs on till the di*uth of the senior meiiHKO' of th# 
family and tlien it fsmies <o a sodih'ii cidlapsc. As the ntothods arc nof saf»' 
ami sure, it is not piogre.ssiv<‘. wbicli is tin* perfect scsiirity Irfon the point 
of view' of the bu.sincs^. .Vnolliev ob.slaeh* in the \\:\y i»f a .stahU* l»usiiie>.s 
is the law of iidurituiice and the <onse<|uent alienatif>n of pir^pioty and the 
problem of ilie minor irn'inbers of the laniily. 

The husinesN under this liead is performed !>> the |ollf»w ing elusse> <if 
IHJOple : — 

(1) Individuals. 

(2) Joint faimly husiness. 

(3) Partnership busitios. 

Kaeh of the.so has got its own pi*iMiljurities. If we divide them according 
to tho methods of business, we have tho following classification: — 

(1) The Bralnnams. 

(2) The Chottis. 

(3) Hhroffs and Multan is. 

. ^ Except those three classes, none otliers seem to promineiii in the line. 
Each of tliese elasscvi has g<»t its own meihods of fnisiness. All lead to th(^ 
»ai»o eoiielusioii ns regards the ultimate service and benefit to lie ©njoyetl by 
the constituents. 

Apart from individuals wdio are professional bankers under this way 
there are those who lend tlieir surplus money on mortgages under instruction 
from soheitors. It will l>e very difficult to control such people, except 

by means of proper education. 

The joint family business bus no fixed iCi:instttutioii and in ease of parti* 
tion, tlm depositors are left at the mei^ of the family membem. Wm 
business depends on the whiins and fancies of the members. TheMi is no 
continuity. The defect lies in the right of the members to alienate the 
propeHy. This is distinct I mm that of a partnership. Tliereforo the eon* 
siitntion of the family business slioiild lie rigid. 



In all the aboire hritis, the dep 06 itora give money not on Cac^te and figoroe# 
hgi on bluui credit. 'Ihe aci*ounlnig ol tlic l»ua»iimv. lai trom eat is- 
fnetor^'. A luodorti atHx>untmg i.n vital to the cxiiiteiK^ of any huMiio^ and 
only a modern at't'oiintitig can |nit iitnier huMnc?vH pnncijdcs. A*» 

<«ta>nomic h*ervice is Iwing performed !>> these classes, it is csseniitti Unit Un\\ 
he put under restrictions. In thoi»e days of hard couit>etiiiou, it will not 
imy the borrowers to engage in iinciMJiioiuic (iiiaiiH*. The ft»ilo>\mg saU- 

guards are therefore suggested in respect of these i>eople, 

SahQuards. 

1. The business under this class of bankers sliould nurk under a const k 
lotion pis)vidiiig th<‘ hiisincNs tor Ix'iiig con<lu<Usl a srpaiuU* organiwition . 
enntinuity ol business, pro\ tsion loi manageiuent, the rights ol luoiubei n 
unit partneiN and other mailers as are generally detailcii in an Ai'iicW >1 
J’artnership or the eonstitution and hA-la\^s ol a limited eom)nu)\ . Thes< 
docuiiicfits hhoultl he registered \nth the Itegistrur who shmild i.sHUC a 

certificate that it is a hunk, pro\ ided the Urm is eiigagiMl or is going to 
engage in imxlcrn hanking hnsiness. 

l!, I'heii* shiMild Ik* \c'ail> andit'^ ol ihese tnisiiK“'''es aii<i tin* amlit 

reiH>rts should l>e liled with the Itegislrar and he made avH»luhh» to all the 
de|Mjsitors. 

n. Tlie methinls ot liusiness, tin* ai<epiuu(e ol deposits, the rates ol 
int*‘iest to be {lungt'd nnd pool >-l>iMild Im* smIjjii I to the inle. »>! ji hM*»t 

eleanng house eondm ted iimlci the const it u1 ion ol a loial eeiitral IninK 
referred io Ix’Iow . 

J^Oiul tint ml hnnL. 1 lie iSMsm*"! iiulcii lianks leteriisl to aln>vo and ttLo 
otiior joint st(K‘k eomiomies thniig modern hanking business, wliether liea^l 
♦ dlievs or hfiineh odits's, sJiouM torni a local ismt ral hunk to act a8 thou 
hankers and to protect their inteiesls. The. (Jo\crninent should 1*0 repri 
'.I niofj b\ one o| tlien lo« ,»l iiointnees The moM4‘\ ol ilic liual hoaiit . 
mnnii ipalit les and othei public moneys* should ho remitted to this bank 
This bank should adopt rules toi the eomluet ol tin* memln'r hanks and 
also in the matter ol gn lug taeililu‘s ami otlier aecoininodatioii to them. 
At )»n*sent then* are so main small institutions eompeting with one auotlKi 
ami engaging in unsound business It an nnlortunato crash ehoiild come 
m, which li{ipp<*ns m man.> eases, these have nothing to fail hack on account 
ol then* uustuind business and .such tailuic occurs to the detriment of the 
depositors. A local (ential hank lor <'ach ialuk oi town where there i. 
jHhfpiaU' scope toi banking will pitAcni fl e )nt»‘gi a1 lou and al ibe .aiin 
liiiie regulate Ihc' buslines ol otliers in ^ouud wa.\s, rhe imalcl lia bei n 
ruriiished by the I'ctleral Jlcseise S>stem of Amcooca. Smli nietlioils and 
.siicli scrutiny will pro\ mU' soundi r and salei methods id i»u^lm^>. The 
adef|uaU* chock i xcrcised bv Ibis hank will also relieve tlie fo»\ 4 'rnmi*nl ot 
an ouerou.s dutv ami at the smoic tune pifiviflc toi the .salet> and <*oiilifh*ncc 
that are mi essential. 

lAual ikaring /loa/rt. -Tlio local coiiirul bunk xliouid orgauiao a local 
clearing house. It should Im more than a place for the excliango of choque^^ 
as has Imeu tlic function of the prasont elouring houses in the major 
Tho clearing house should Ik? controlled by the bank and througli it, flm 
inoinl>or haiiks. It should deal with the 4*oiiiiiion problems ot hanking^ credit 
iiilorniation ami dtiplicutc horiowers, the salei^ ol banking, banking lailures, 
frauds and bank examinations. An effieient and well-tuiictioning cleariii;; 
house will Ik? of groat use in evolving a satisfactory system of dealing with 
banka, 

Tht Indian Uvtntr* /frOi/. . - The Icxal (iiitral h.iuus ma\ iiieor|Kuate a 
district bank, if found mK*ossary, Out it would l>e lietter to incorporate a 
pn>vincial reserve hank, which .should in turn iorin the Indian Itescrvi* 
Bank. This method is mure ecHmomical than the foriuation of J{e*K*i*ve llaiik 
with branohes. In this cane we are i^oing down to the unit, instead of 
proceeding from it, which 1 believe, will cio liotter. 

JoinUitach banking , — Under this categoi^, we have two claws: — 

(1) Banka with no branches or unit hanks. 

(2^ Banks with a niimbor of hranehos in the miifos-jtl. 

lu the case of the former, must of them are local inatitutions and from 
a aeq^iea and effieiency standpoint th^ function mtieh better than the other 
class. Mo:^t oi them are handicapped for want of adequate help and some 



of thorn ai^ merely exploiting tlie word bank and conduct so many other 
whicli arc foreign to modern banking. In the catio of this clasbi 
the grouping them under a local central bank will be of much heip> both 
from the pomi of view of adequate help and from that of unsound snetiiodi 
of husiueas* 

As regards the other tyf>e of banks, they are ilhinanaged to a very 
large extent, l^cople ot the head of affairs are those* nho seldom realise the 
difficulties of the hank manager of the branch. They do not Understimd 
the local need>. and t*oiiditions. llie question of branch banking is a question* 
of paying businesses. Most of these banks would liuve done i>ettcr. it they 
had concentrated on unit banking. In the case of the branch banks, there 
IS no uniformity of system and proct^ure. The operating costs have been 
further burdentMl by capital Josses owing to the iiu'tfiejeney of luanugemeiit ; 
branches should be managed by those who have the retiuisite exjierieiicc 
of a branch. The head offices should adopt modern systems for uniformity 
and eliniination of unnecessary* waste. No two branches arc working alike. 
There is no proper organisation of the staff. When one man can do the 
w'ork, we usually find more than one ill-paid man impairing cfUciency. If 
the branches are hystematieully organised, there will bo considerable 
iiuprovoment. ilratich banking as is conducted now will never pay. It 
w ill Ikj many times better, if a system of correspondents and agents is intro- 
ditcxxl uud coiicenirution is directed towards unit or independent banking bh 
ill llie United States. The system of branch banking, as is in vogue in 
Knglaiid, will not Ik? efficient in u couiitrj like ()urs. 

Jl is not necessary foj’ any branch hanking at all under the ^.proposed 
s<;henu‘. The local et?iitral banks will bo amply sullicioui. The unit ©r 
iiulepeiideiit banks will Ik> more uiiicionl and cheap than a costly branch 
department at the head oflitx^^s and costly branches^ disorgauissed. Likewis©, 
Vtunking laiinot bi? iin[»roved by the opening of more brandies of the 
fmpt?rial Ihuik or other joint-stocks. The iniprovomoni of banking lies in 
the mimlK'i of people resortiug to bunking than the numl>cr of banka and 
branches. Such u system only he achicvetl by unit banking. 

One of the important restrictions necessary in jesi>oct of these and other 
iniiiks is oil tlie distribution of the earnings. These should bo limited to a 
inaxiinuni of 9 per cent of the paid-up-capital. The lest should be in 
roservi*. We have to-day the sorry spe(ta< le of the Imlian Jianks not having 
an adequate resent? fund. Whereas wt? have uuiiieruus other banks, Btin 
appropriating to reserve, though their reserve? funds stand at more than 
tneir paid-ui>-eapital. Reserve funds are there to provide continuity of 
romuueraiioii to capital and employment to labour and efficient service to 
the public. Unless and until sucli vital principles are realized by all, theie 
cannot be any improvement in Indian hanking. Tlu? reform has to come 
from within instead of from without. Most of the banks, on a rigid scrutiny 
will Ih? found to be? wanting in their own duty as a hnaiicial agent and 
custodian of the public moneys. Without that any amount of legislation 
will not help the cause of Indian hanking and any amount or blame 
showered against the Govermneiit will not be of any use. Government 
cannot create banks and factories and give wages and profits. They cannot 
give the individual, though the iiidividhal can give it. The real control 
must be that of the men using the service. It is the management which 
pays ultiiuatt*ly. Government can only aid them and lH?yond tnat any help 
by the Government will Ih) to abuse the power of the Goveimment and 
consequent loss to the tux-payer. 

llegarding the winding-up and amalgamation, every effoH should b© 
made to merge tliose institutioii.s. The ultimate dissolution and distribution 
should b© resorted to, os the last source. The movement of amalgamation 
and reconstruction has provided the strength id the Rritish banking. 11 
the closed banks had been absorbed, it would have benefited in better 
banki^. Farther the liquidation should not take place without the consent# 
of the local clearing house, whidi should make dissolution as the last resort; ^ 
In eases of malicious attach, enquiries should be made by the local elewidug 
house at the instance of in© local central bank and adequate protectiim 
gi%'en, if found fit. 

With regard to the husiness, every power should l>e given to the joint- 
stock Imnks and other banks to engage in all kinds of business. It 
bo tar iHdier fuid far moie woivoihuhI to have eompasite hanking like 
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4f5tl^M}eiit0 iui»iiram^ couipimios. Onliiiarily, luay be allowed to do all 

or any of the followinjic business:' — 

(1) Beposit bathing. 

(2) Kxcbange banking. 

(3) Investment banking. 

(4) Industrial banking. 

(5) Trust banking. 

All those kinds of business should Ik? dealt Avitli .so|>aratol.\ like a 
oomposito insuranfo oouipany transneiing all kinds of business, lint tins 
is without prejudice to the establishment of speoialiised banks on these 
lines, or other types of banks like trade banks, agrieulturnl banks, <^ 0 - 
operative banks and the like. Separate organiaations should, however. 1 m» 
linked with the l(K'al c'enlral bank or provincial bank. Mibject to the speeini 
nature of their biiviiioss. 

Th€> fsjnditl(>n> in tin* c»mntiy are such that individuals are tlieir mvn 
fajattciers and financ ial advisers, unlike the AVest, wlu r*' nu n loi»k mion tin* 
banks, as their financial agents. The money in the hands of the people is 
invested in land, though the return may l>e low and the security, not liquid. 
They invest in real estate mortgages. All tlies<*. in the end. ran only he 
liqnidat('d by tlie sale of the properties. Thus, there is not mueli mohile 
capital. No other lonn of in vestment is known to the ptKiple. not only they 
do not know tlieni, but liave no facility also. The constitution t»f the jirivate 
hnsineN> on luodeni line^ will grisitly help n tin* dilfusion of inodirn 
investineuts. ^foney has been extravagantly .spent on foreign goods and 
cpidrjbutip to th^ jxivcrty of the land. Sound e<lncation on tln'se 
nnes wnl also netj^) the cdu.se of Indian hanking. ^ 

The exvhnnfje htuds. ~T]w i>re.sent ex<hango banks should he roHtritdod 
h}' legislation as to their investments in this country and as to separato 
accounts as to tlie conduct of their trade here. The same rest riet ions shotild 
also apply 1«» the for<*ign insurance companies. Tho trouVde urises with 
these hanks, as they arc opposed to fiidian interests and aspirations. They 
refuse the policies granted hy first-class Indian companies, hex/ause they 
know that they can liold their own. No Indian has mad«^ headway in uny 
of the exchange hanks. They occupy the same desk and handle the same 
fpiill-pcn a> w Ihmi the\ joined. I’heir hiisiness is )>r(‘>f*rved ;•> a ( lose mono- 
poly. 8id»jecting tliein to legislation and iHyvcotting them are the two 
roitiedies. The second, is out of question, as the whole foreign trade is 
handled hy thcM* hanks. Besides .special rt^strictioiis, they shouhl he huhj«H't 
to the same rides as are frumed for the Indian hanks. Tii fntiin* no foreign 
bank or insuiamt' lompany should 1 m' allowed to do business in the country 
witJiout obtaining the sanction of the Government. Indian banka should 
he allowed to do exchange business and adcHpiate help given to them in 
foreign countries. 

Educiiiion . — T divide this into two categories. One forming hanking and . 
tocdmical education and the other the i?ducatioii of the public. The liest 
e<lucation that is rtK|iiired for banking as for other* is character, which 
include.s conmionseiise and honesty. C^minuniKOlise is an invalmdflc asset 
of utmost impotdance. Culture is another. Education should aim at higher 
thinking, and creation and leadership. It lies in the croaiion of oppor- 
tunities. The products of our modern unit'ersities have cut a sorry figure 
in the matter of practical application. They have no outlook. They go to 
tho already over-crowded cities and add to the list of unemploye<l or form 
part of the army of ill-fed, ill-cMhed and ill-housed men of the city. They 

do not care to tackle the potentialities in their own places. Borne of them 

have not the grit. With some, it has become the question of employnMuit 
only, which means no creation and the displacement and suhstitution of 
existing ones. They never aim at the erection and creation of a subsianf ial 
thing, which will provide not only for them, but also for othci's. 

Borne of the people suffer from want of adequate 8Uppoi*t and apprecia- 
tion. We have to-day man^ men w-ho are well equipped for the task. They 

have burnt their fingers in education and they hare spent their money. In 

the absence of true appreciation, their alternative is to take chance with 
olhei'S. The people have not the foresight to utiliiM^ local talenis and they 
are content to, go along the beaten ^adk. If one man opens a shop in n 
^certain locality, the r«it follow suit. Tha^ never think of the creation of 
•igqything different from it. There is no acientiffc thinking and construction, 
think in terms of money, as if money is the one and all. Money is 



like any other commodity. They think in terms of prohis, rather than ih 
terms of eerrioe. Tme profiie come as the raeiilt of aenrioe and not ^ 
basis of senrice. It is pioneering that pays and not plodding. The question 
of publto edncation is more important than banking education. 

Banking education as is supplied by the professional bodies like the 
Institute of Bankers has greatl.v fie1f>ed the men. They are in a wjiv 
than university edncation. Unless the public and the banks take advantage 
of such education it is of no use. Many oualtfied and educated men are 
unemployed because tliere is no scope for their talents. Tt is wastefal to 
train men in foreign eountries unless there is rertainty in their talents. 
For rny own imri, the liesi education can 1m* gained in a wcltorgiJiiiriHl 
bank. The various |>eriodicals and magaaines provide ample scope for 
improvement and application. Clear thinking is superior to the training 
that may lie given elsewhere. The education that is given by the banka at 
present is absohiUily nothi^, whether theoretical or prac^tical. They are 
made to learn themselves. Tliere is no interested education under a scheme 
of apprentic^r^sbip. The so-rall<Kl training is a white*wash. The prospects 
are nil and there is too much favouritism and paternalism at <*o«t of 
efliciency. If vital principles of management and organisation are realised, 
banking will l>e more stable and will provide better prospects. 

Public education will eome in with improved banks. It should lie made 
part of the education in colleges and universities. It nhoukl be instructions 
in sound saving and secure investing. There should be School Savings Banks 
like those of the United States. Absence of an elementary knowledge on 
these lines is greatly regrettablo ^on >*t hok . Misnupwlti d 

proffucts of our modern universities. The banks also must undertake co- 
operative advertising so as to educate the public better. Business and 
education must go together. Biisiues.s has to lean upon education for improved 
methods and rducntioii lias to lean upon busiii«*ss for encomagemt*rit and 
lielp. The look forward is the great thing in education. 

Jn(lH»try <n\il comm free . — Tlie eonditjons of the industrv. wliich moans 
agriculture, also, and commerce have not improved a bit by the so-called 
banks and financing agencies. The whole internal trade is financed by the 
private bankers. The agriculture is financed by the sowcar. There is no 
such organized industry in the country’. The products of the country are 
exported and they come in the shape of manufactured articles. This process 
takes from us the maxiuium benefit out of our production. There is no 
employment for the people of the country under this system. Agriculture 
is our basic industry'. It has not been industrialized. There is no intensive 
farming. Dniiy-fanuing, poultry-rearing and other farm industries are 
unknown and where they are known, they ai-e looked upon with contempt. 
Tt has l>een understood as only tilling the soil. The farms can only be 
improvcKl if the o^mors take to it as a business. The farms to-day are not 
farm-owned. The owners and the tillers are different. The owners must 
take to it .seriously and if ,tho farms are small for imxlern methods of farm- 
ing, they should co-operate, with the adjacent farms. There is no organized 
marketing of the produce. Usually the standing crops are mortgaged. 
When the produce comes to the owner, it is b<dng dis]iosed of according to 
the pressure of the luouetary demand. 

Finance for improvements and capital expenditure should be raised by 
long-term loans, with a charge on the property and income like the issue 
of debenture Ixinds. They should be raised through the local bauks^ whose 
advice and c*o-operutiou will be essential. If the proposition is not sound, 
then U will 1 m' droppixl. The banks may act as the trustee for the bond- 
holders and ill proper cases may even guarantee the issue. Such a scheme 
will lie more lieiioficial instead of iiiortgaging the laud to a single individual 
or iKirrowiug money in uiiv other wav. The iwoustituted lcK*al banks will 
)>e useful in impart ipg such methods and help to the farmers. 

14 is essential that there should be a central agency for the distribution 
of the produce. It should either be a limited company or an association of 
pi-oducers. Instead of the produce being carried to the market, arrange- 
ments should be made by the agency to gather the produce. The agency 

should be able to utilise the produce for local needs and send the leat to 

other places. This will facilitate the iQovement of the produce and the 

hanks can safely deal under 8U<^ conditions. They can have bonded 

wnreliouse system under licence. The reduction of the stamp duty on^iHs 



gtre an unpetm to tho bill tnarkot^. which wiD faoilitate eauy remit- 
^^cee, the abeme of which has contribated to the diaparity in the ratee 
m internet between the presidency towns and the up^nntry. A well orga- 
nist market, haring easy remittance facilities will bring down interest rates 
which is essential for better hanking, and better business. There will be a 
more unified financial market under such conditions. The provincial hanks 
in conjunction with the local banks will be able to achieve the object. What 
is wanted for an organised market is easy mobility of money from place to 
place. That will only bring about the evenness in the money market. 
Therefore the question of I no tan hanking is in a great measure a question 
of profier education and sound and organisiHl metborls. If things are done 
in a business-like wa3% whether it be banking or any other thing, thore is 
every scop© of improvement. 


Attempts should be made for the establishment of stock exchanges in 
important towns for dealing in bonds, shares, securities, etc. The present 
ignorance is in a large measure due to the banks theinsolves. All along, 
they have taken their business us meaning only lending money and tuiruing 

C roiits. The idea of service has never ocourreil to them. And in fact, the 
anker’s stock-in-trade is that. Compare some of the banks liaving immorsed 
their money either in real ©state mortgages or gold jewels. Gold or silver 
in bullion is quite different from the ornaments taken as security. That 
i.H pawn-broking and many of the banks seem to be undertaking that only. 
During all these years of existence, they have not lieen able to change the 
investment habit of the people. In order that a banker may have fluid 
lesoun^v atUonpis should In* made t<» iviHhu- this muvicc by a huiil stock 
exchange, wtovever, possible* 



Wfittea wfidWM of UMMy. O. &JjrQjjrATAXllXiX7 CBWtTt 

to, Oovl3id»|^ ITsiok Stroet^ Xoidxm 


///. — inveMment habit and atiraetifm of capiiaL 

1. The preset banking resources in the province are the Imperial Bank^ 
the foreign banks, the Indian joint-stock banks, the co-operatiye hanksi 
nidhis, chit funds and private money-lenders such as Nattukottai Naga- 
rathars, Multanese, Marwaris and others. 

The amount of additional capital recpiired can hardly be estimated with 
any approach to accunK* 3 \ Considering the poverty of our agricnitnrists 
who cannot afford modem implements or power lifts or intmisii^ manuring, 
or well-fed cattle, or stocking for better market, and considering the very 
great facilities in this country for several industries such as sugar manu- 
facture, oil-milling, iron and steel, dyes, chemicals, drugs and medicines, 
dairy products, paper, canned provisions and such others which languish for 
want of capital, considering the number of applications for loans pending 
before the Madras Board of Industries^ and considering also the foreign 
industrial eonoerna that are slowly securing a foothold in the country, I am 
compelled to say that what capital is available cannot reach the ryot or the 
manufacturer. " • 

2. To encourage the savings habit there are the savings banks, Govern- 
mont paper, postal cash certificates, nidhis, chit funds, and stocks and 
shares of ail denominations. 

The facilities for investment are deficient in villages and small towns. 
To improve the facilities it is necessary to encourage and regvXatt indi- 
genous hanking, the nidhis and chit funds. The habit of investing in 
jewellery can l>e overcome if monoj" can be safely and conveniently invested. 
The chance of a safe investment with a periodical return of intei’est would 
o|>erato m a great inducement. 

Postal cash certificates were popular till the interest was reduced from 
5J to 4| per cent on 1st July 1927, Under present conditions of the money 
market they will continue to' lose popularity if the rate is not increased. 
They should further he made negotiable. If savings banks deposits are 
made a first charge on the assets of a bank in the event of liquidation a 
groat stimulus will be given. 

Government is of course competing with banks and carrjdng away what 
savings are available. Such monies snould go to the vaults of banks where 
they will feed the country’s trade and industries. 

The agriculturists are illiterate generally and they cannot understand the 
vagaries of the stock exchange. They are accustomed to higher rates of 
interest than Government paper can yield. 

Inter-borrowing between agriculturists is very common. Rates are higher 
than at banks. Registration fees should be reduced. Surplus money is 
invested in jewellery, land improvements, house-building, etc. 

4, Cheque habit is growing rather slowly. Abolition of duty has given 
some encouragement. But the low rate of interest, if any, for eurreint 
account, the low level of i^ucation, the difficulty of cashing or negotiating 
cheqnes with vernacular signatures, the absence of banks in many mufassiu 
towns, all are obstacles to the freer use of cheques. The banks should 
have irernaoular experts for the purpose. 

5. The Imperial Bank of India is coming into severe competition with 
Indian joint-stock banks. No doubt it does great service by loans on indna- 
tries, on internal trade, by remittances for movement of crops, etc. Hi© 
plenitude of Government funds lying with it and the ^nerons terms of 
contract with Gkivemment make it a giant institution. It should not open 
branches where the Indian joint-stock banks have opened or oontemnuvto 
opening branches. Its discount rate should be level with that gT 
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banks. If its contract is renewed in 19S1 it should only he a 
fbmker^ bank and should not have d^liniB with public. The Oovern^ 
31 ^ should extend similar facilities to Indian joint-stock ^ banks as are 
gilren to Imperial Bank for opening branches. 

A girewt deal of capital is yet required for this country’s trade and 
industries. It is therefore necessary to encourage the import of foreign 
capital, of <»urs^ under certain restrictions in order to prevent heavy 
economic drain. Governmetii should not carry aaay people's savings for its 
.own unproductive capital expenditure. Foreign companies working in 
India — Industrial, Insurance, banking, etc. — should invest in India not Iohh 
than 75 per cent of their reserve or surplus funds. Qoverument should 
overhaul its atmres purchase policy. Government or reserve bank should 
ai^ejipiard the interests of defiositors and shareholders. In this way more 
^pital should be made available and facilities for safe investment in 
indiistries should be oi>ened. 
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/, — Agricultural credit and credit facilities for smaU industries^ 

1. Ttu) ugriculturistH in Malabar district about whose condition alone 1 
claim to have some intimate knowledge obtain hnance for carrying on their 
V ork by one or the other of the methods described below' ; — 

(a) In some parts of Malabar there is a system of loan called “ Polu 
This IS an old practice whereby the farmer a^ees in writing to give the 
local money-lender one-fiftli of the produce of his farm for a consideration 
oi just enough paddy lor sowing a» well as for keeping the bodies and souls 
of the man and his family together during the season of cultivation. In 
some cases money is advanced on pro-notes executet! for amounts much 
in excess of wimt has actually l>ei‘n received by tlie fanner, the excess very 
often covering the inUnest of two or three years in advance?. Only a 
nominal inU*rest is shown to give the transaction an air of fair dealing. 

(0) By mortgages with or without possession. Besides this, co-ojmrative 
credit societies are helping tlie country folk to a great extent and in very 
rare eases Government loans Jiave proved useful. 

(r) Generally from private money-lenders and landlords. 

The rates of interest vary according to the security given and the period 
fur which the loan lasts. Though the fair rate of interest is regarded as 
10 jHsr cent it very often goes up to 36 per cenj^ and instances are not 
wanting ot <*ases where it has reached the exorlhtant rate of 48 ihm* cent. 
The security is often the crop expected in addition to i>ersonal security. 
For long periods however, the improvements and other immovable properties 
if any are mortgaged, ^ine period for which loans aie taken depends upon 
the nature of se( tirity teudcr<Ml. Loans on lands ivv gcmnally taken lor a 
perimi of one year to 12 years. 

Covern inent. — Government loans for agricultural purposes generally are 
few and far hetweeii. The system of Government loans for agricultural 
purposes is not sufticiently known or taken advantage of by the claves for 
wdiom they are re(]uired most. The long delay in getting Government^oans 
and the cumhrous procedure udopUnl in this have to a considerable extent 
discouraged the needy farmer resorting to Government help. 

Imtttrial Jkii\h of India. — As fur as 1 know* no agriculturist has received 
any help directly from this institution. 

JomUstoik bunks . — Tiiough there arc u eonsiderable number of them in 
iny district only a few* give loans on tlie security of lands. These banks, 
being commercial, give only short-term loans. The complexity of title deeds, 
the delay in getting them examined hy comi>eteiit lawyers, difficulties in 
valuation, the general unwillingness on the j>art of the commercial bank to 
lock uf» money in long-term investments, all these have stood in the way of 
joint-stock banks in lending money on immovable properties. 

Co-operative banks . — At present this is the only organised institution 
that has been able to do something to help the agriculturists. 

Indigenous hanks, etc . — This class of money-lenders generally charge a 
high rate of interest for the little help they sometimes render. 

On a rough compuiation 1 would estimate that quarter of a crore of 
rupees may satisfactorily solve the agricultural loan problem of this district. 

The only remedy for the preeent trouble is the establishment of a 
(Jovernment bank or a State aided bank advancing money on the basis of 
the acreage of each farmer, the produce remaining as the bank’s property 
till the loan is paid off, and the rate of interest not exceeding 6 per 
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un|>ortiint produces of mv district such as paddy, coconut, pmpdr, 
jjjlfiger, coir, etc., are generally sold by ibe farmer-pimucM ’* to ]n&»llo* 
H^n traders from wbom audi produces find their market. Because of this 
lion’s share of the profit goes to the middleman, the actual producer 
getting only a pittance. 

If worked on co^i>erative lines this method of marketing may to a great 
extent help the actual producer. 

The existing facilities are fur the raising of loans, on the security of the 
uiibarvesteii produce of the land, from ttie various banks. Tlie faciUties 
• required arc that the banking arrangements should such that, if noces* 
sury, the i>eriod of loan sliould l>e one year, so that, if unsold, the pi'evious 
stock may have some influencing force on the trend of the market in regard 
to the new crop or produce* 

Yes. In tile case of foreign trade the Indian is handicapped because if 
the produce is rejected at the other end as being not up to specification the 
man is mined. The facilities required for foreign trade are not merely 
one oi banking but one that uoutd ensure a fair and impartial determi- 
nation of the quality. In addition to this, banks should advance sucli 
reasonaltle ainounis depending on the nature of the produce and in no case 
shall the amounts l»e under 85 per I'Ciit of the value scheduled on the 
dmunientb, Bill oi Lading or, in the case of internal trade on the railway 
roceii)ts. 

The existing system if any is defective entirel\\ The suggestion for 
improvement in one word is “State Reserve Biink^’. 

Ncgotia})lc instnimenfB such as pro-notes, huiidis, bills, che(|ues, etc., 
play a grout part in towns. Heductioii ul duty on bills will Iw very lieiio- 
ticial like the icnioval oi dut> on cliciiues. As lar as I know tliere is only 
one class ol hniidi. i.e., the usual ac‘<cpUd lorni. 

In niy opinion sufficient protection is given by the Negotiable Instruments 
Act to those wlio are handling hundis. 

Some hutidis are discounted ut local oc^ntres, some are sent to provincial 
centres, some are sent to other pmsidency cities while some are held hy 
middlemen, merchunts and bankei's known popularly as Multanese. 

Generally hundis along with railw'uy rec*oipts are submitted to hunks on 
which the banks, depending on the nature of the produce, tlie financial 
strength ot the party and other considerations udvumH3 amounts varying 
from 60 to 00 jier cent. This is workinc fairly satisfactorily but not quite, 
as it depends upon the likes and disIikA of the banks* officials. 

Thus luH^^nsed warehouses wyuld lie very welcome but they must be suited 
to local conditions. 

Yes, at the early etages at least, 

8. Paddy lands approximately .. ,, Ks. 1,100 to 3,000 per acre, 

("oconni guldens ,, . . . . . . ,, 1,000 ,, 

i*epper „ ,, 600 

Ginger „ ,, ,, 860 ,, 

The mode of calculating the value of land is based on the annual rent. 
Lauds fetching a rental of five paras of paddy get an average value of 
Rs. 100. Factors affecting the value are the proximity to road, town, river 
or some fresh water channel. It depends also on the fertility of the soil. 
Lands near hills where there are few accessible roads are about 25 i>er cent 
cheaper. 

* (o) The real value is never obtained, especially in VVynad taluk. 

(b) The value increases a little in the court sale. 

(r) In this case only the real value is obtained. 

4. There is no legal iiqpediment. Tlioro are certain peculiarities in land 
tenure in this district, and the matter is now in the lorru ot u Bill licloie 
the Legislative Council. 

There are no land mortgage or agricultural banks as such in this province. 

This matter may lie considered after the Bill referred to above is passed, 
tiecause the Bill is to considerably affect the relaiionsliip l>etweea the 
different tenure-holders of lands in the district. 

The working capital of a mortgage bank may In* derived from all the 
thrae sources mentioned. 



for liolli f»ri|icip«i and interest. * 

As tile Ooveminent hi for the people and as such risks are not Aik 
niiiirersal occorrencoi Government must taike risks unlike private eoneents; 
but Government can provide for itself by ia»* a lien of some kind of llte 
iaitds as in land revenue. 

Agricultural banks may raise capital as deposits at il per cent from 
eentrai institutions at 4 {ler cent and on del>eniiire bonds at 4 per cent. 
They can lend out money to the iariners on interest up to 6 i>er cent, and 
this difference in interest a ill meet all the ex|>eiises. 

5. For each taluk the general indebtedness may lie roughly taken as 
five lakhs. This cun Ik; obtained generally from a computation baaed on 
c*ertain figures that can lie got from the itegistrars’ officos. The value of 
unregistered pro-notcsi cannot be estimated in this way. For this, however, 
unoihciat methods can tie employed and necessary information obtained from 
professional document writers of each village and from the village headman. 
1 would suggest that just like Census Enumerators a Couple of educated 
honorary workei*s in each village may he apiioinied to take out statistics of 
the indebtedness of the village with the active co-oj)eratkm of the village 
ofi&cors. ^ 

(a) Co-openitivc societies. 

(b) Co-oj>erative societies and money-lenders. 

{c) Co-operative societies and Government. 

(^d) to (i) (1) Landlords, (2) private money-lenders and (3) co-ojmrative 
societies. 

In the case of private money-lenders and landlords exigency determines 
the rate of interest. 

Yes, in some instances. 

It is likely to lie so. 

0. There are few rice mills: these arc attached to oil-mills. Mostly the 
paddy milled for rice is imported paddy. There is no organised daily 
farming though tliere is a great necessity for this. Gur-making is only done 
in the Government ex[)criinentul farm at Tuliparainbu. No cotton-ginnery. 
No sugar relineiy l)Ut nlenty ot hand-looms winch arc at present hard hit 
for various causes. Cold process soaii-iiuiking which is practically conhnod 
to coconut oil is prevalent in small towns, in some parts Charka woe work* 
ing but now it has almost Jt;mhcd the vanishing piniit. Coir yarn making 
as a cottage vocation is prcvulen# along the coast but is conhued to a 
particular coinmunity. The name industry is too high-sounding. I would 
propose calling them cottage vocation. These cottage vocations could be 
encouraged by establishing co-operative [uirchase societies where the poor 
producer cun Jind a fair market. Estuhiishiueiit of industrial Schools or 
vocational training in existing schools may help to encourage these 
industries. 

Yoa, the introduction of hand-spinning and weaving, and also coir yarn 
making. The <M>nservuiisin of the people is responsilile for confining coir 
yarn making to a [lurticular community. 

Co- 0 |>erative siwieties with more capital and more efficient staff. 

G-A. There are some small industries siuli as hell-mctal making, mat- 
weaving, mauufactui-e of jaggery, etc., which if properly encouraged would 
find employment for a considerable iiuinl)er of poi'sons well versed in Uie 
arts. Tliese are gradually decaying for want of proper support. 

7. The relations are of a non-existing character. Co-operative banks 
are poorly capitalised and cannot conveniently give long-term credits. 

An aiuount equal to four times what each society is now gettings 

No competition as far as 1 know. 

These concessions are Imund to be appreciated, and steps in this direction 
are nfc^ssary. The efficiency in working these societies can be greatly 
increased by improving the staff. 

//. — Indigtnou* banking. 

1. Itidigenoiis hanks or hankers. — ^These are generally what in Enxtim 
are known as pawn-brokers giving money on gold and silver. ISiey uimo 
discount hundis, cheques and help business men on pro-notes. They jdse 
receive deposits. 
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^ * 2. Excluding the Imperial Bank^ aa already stated^ practically all bankt 
^'tttdireoUy help trade. 

3. In most cases this is a one man’s show. The funds are derived either 
ffom ancestral property or t>ersonal earnings. People from 8ind« popularly 
known in these parts as Muitanese have settled down in all important tmcle 
centres along the Coast and just like the Mara*arees of the city, are lending 
money to business men at exorbitant rates of inU>»‘est. They form the 
real bankers in the district. 

The Imperial Bank of Iiidin helps these monev-lenders to a considerable 
extent. There is some comi>etition among these classes of money-lenders. 

4. See answer to question 2. 

5. By hundis and pro-notes. 

By private funds and overdrafts from the Imperial Dank and other 
joint-stock banks. 

These vary from 5 per cent per annum to 71 |>er cent per annum. 

6. By legislation alone or by instructions to tbe Judiciary not tb allow 
more than 12 per cent per annum on any negotiable instrument executed 
hy the agriculturist. 

Yes. certainly. 

7. There is no pi^jiidicc against indigenous banks. 

Yes, they have ample protection under the existing law. 

No. 

Interest for the period is always taken in advance and compound interest 
is a general practice. 

ft. Yes. Some legislative provision for making their dealings more open 
and straightforward and the rat4^ of intoroKt in no coko to exc'eed 12 per e'en! 
I>cr annum. Rome penal jirovisiou is nec'ossnry for those who violate it. 

The attitude of such indigenous hankei*s to any measure for the regulation 
of their dealings will he certainly liastile. 

9. As these indigenous bankers keep their transactions secret and as the 
public have no idea of their capital investment, no definite answer is 
possible to this question. 

10. Not all. Sometimes they refuse esj>eciany when one or two business 
men fail : or when the nature of sivurity offered is unsatisfactory or wdien 
they are short of .sufficient funds. 

11. The establishment of a joint-stock hank with the aid of the Stale 

and with local dire<'torate is a welcome suggestion. The indigenous bankers 
may be eonneeted witli this institution, and w^ith stipulated rate of interest 
money may lie advanced to them ; and thev in turn shall he liound to give 
loans at a rate of interest to ho fixed by the bank. Violation of this to be 
penalised. 

By local directorate and State aid. 

Not much chance of competition. 

12. No. A reduction in the rate of interest and facilities for loans are 
sure to improve trade conditions and the .surplus money would find use in 
the district itself instead of going to provincial centres. 

III. — Investment hahif and attraction of capital. 

1. Except the Imperial Bank and three or four other banks there are 
no banks. Not less than Ils. 50 lakhs. Pr>Ht office savings hanks, joint-stock 
hanks, eo-oi>erative banks, and chit funds known as “Kuris”. 

Yes. Only in towns. Tn the interior parts the only mode of investment 
is by subscribing to the ** Kuri ” and in many cases the starter of such 
Kuri has very little stake. This has prove<l ruinous to the poor investor. 
Tn my opinion some legislative provision like the Life Insurance Act is 
highly necessary. The agriculturist looks with suspicion on joint-stodi 
banks. 

Yes, in ornaments, in very rare cases. 

2. Popular in towns among the middle class. Increase in the rate of 
interest will lead to its further popularity. 



tt affords facilities but is not sufficiently popnlar 

No competition* 

Facilities exist but not resorted to by tlie public in generaL 

Facilities exist only by direct transaction. 

Among the landed aristocracy the habit is to purchase more lands. The 
middle elm invi^s on jewels and buildings and aUo on lands. The idea of 
investing in banks is gradually gaining ground. 

In country parts the agriculturists render mutual help by giving 
seeds, etc. 

They invmt their surplus, if any, in Kuris. 

4. It is increasing. Almlition of stamp duty on cV^itics has led to its 
greater use. 

Merchants and middle class men generally. Yes, these may lead to its 
increased use. The use of vernacular of the district in cheques and in 
conducting the hanking business will lead to its popularity. 

5. Though the banking habit is slow in India it is steadily gaining 
ground. The failure of many indigenous banks in 1913 bad given a 
back to Indian banking but recently |>eojile have liegun to appreciate that 
the profii>erity oi the country de[M3fids upon its banking rcMiurces. 

Propaganda by Government and c*o-operative societies will increase the 
confidence of the people in joint-stock hanks; and I w^mid also suggest that 
branches of (‘o-or>erative societies in rural areas should undertake banking 
business. Though there has lieen repeated demands to give practical training 
to young men in banking, this has not met with adcM^uate reH]>on.se from 
the Government. 

The opening of new brandies of the Imperial Bank has not m any way 
proved benefi(*ial to the agriculturists. 



Written eridenoe of T.*AUSTnf, OoUeetor of Oanjeni, 

Ghatrapur. 


1. This is purely an agricultural district. Tlic Questiotinairo does not 
'apply to the ryot population in all its aspects. The ryots Imrrow from 
sowcars on the security of laud and on promissory notes according to their 
necessity. The interest varies from 12 to 25 cent. They smdom bor- 

row from co-operative societic^s. Home take loans from Government at 
iixed rates of interest for the improvement of land or for the purchase 
of cattle and repay the loans in easy instalments. In Government taluks^ 
the ryots themselvcv? are sometimes keen enough to make iinproveinents 
to land; but in aamindari tracts, the timants do not care to improve the 
condition of their land for fear of l>eing rack-rented or evicted. In the 
Oriyn tracts, the ryots are laay and do not care to improve their status. 
They are always at the nmrcy of the sowcar. For the average ryot, there 
is no surplus even in a prosperous year. Except hand-spinning, basket- 
a^eaving, brass and silver work at Bellngunta, mat-making at Balliguda, 
and ivory a*ork in Parlakiinedi. there are fea* cottage industries to help 
the ryot iu the slack season. There is scope for |>ix>duction on a large 
scale by improved method.s of agriculture hut capital and labour are want- 
ing. One of the aamindars is trying, by means of an annual exhibition, 
^ bring to the ryot knowle<lge of improved methods and to foster cottage 
industries, hut his is a voic*e crying in the anlderness although he has 
made some progress since the first exhibition in lf>24. For the present, 
the hanks and the other MH'ietics have had no influeiU'e over the ryots. 
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Written eridenee of C. W. TaMMCMKMgMBM, Ak|., flpoelnl 
Aattetent Agents BaUiguda ]>lTirion» BtuwaUkonda. 


I, •^Agricultural credit and credit facilities for small industries^ 

1 (o). The bulk of the population of my division are K^ionds and Savaraa' 
whose lands have not been surveyed and settled. Hence they are 
exempt from payment of any assessment. They mainly depend upon the 
agriculture and are generally poor. The Oriyas who "live amongst them 
are rich and influential. Naturally the Khonds and Bavaras look to Ihe 
Oriyas for money during cultivation season. They sometimes mortgage 
their lands to raise money, but in most ceases they take money from the 
Oriyas on promise that it will be returned in kind when the Agency pro- 
ducts such as tamarind, turmeric, etc., are harvested. They do not like 
to take money on payment of interest in cash because they hnd it very 
difficult to get ready cash and it is why when they take loans from Govern- 
^inent under Agricultural I>oans Act, there is provision to accept paddy or 
^any other produce from them instead of cash, so that the merchants might 
not take the produce from thi^ ignorant Khonds and Bavaras at cheap 
rates. The Government arc also advancing money to them to carry out 
their agricultural operations smoothly. But the Khonds and Bavaras are 
still very conservative and cannot grasp ihe behcfits of these Acts. 

(h) The Khonds and Bavaras are generally illiterate and do not know 
how to improve their lands on a permanent V)asis. Bnt sometimes they 
themselves clear jungle and convert it into fields to grow crops. No loans 
under the Land Improvement Act have till now i>con advanced in the 
Agency as the people there find it difficult to repay them. 

(c) The Khonds and Bavaras do nolfpay any land revenue and when 
the monsoon fails and in con.seciuenec when they cannot get food-grains, 
they resort to eating Agency fruits, roots, leaves, etc. They also migrate 
to Assam and Rangoon to eke out their livelihood. The rate of interest 
charged by the Oriyas in the Agency from the hill-tril)e8 is very abnormal 
so much 80 that it when calculated comes to 50 per cent or more at the 
maximum, but this is done by the Oriyas secretly and when brought to 
light it is disallowed hy the competent authority. The rate fl liquates 
according to the urgency of the loans raised hy the Khonds from the 
Oriyas. In the Agency money is not advanced in large sums and the 
manner of advances is peculiar. The Khonds do not want money, but 
food-grains for their familj’ and few farin-.sei-vants. Hence they approach 
the Oriya wjwcars for ragi, paddy, etc., during the year promising to 
repay it when their next crops are harvested. They take such loans in 
kind hy piecNemeal to the gi'eot advantage of the sowTars who calculate 
interest and compound interest as they please because they fully know that 
their debtors cunnot pay the loans in one instalment. In few cases lands 
are given as security. To improve the conditions of the hill-tribes co-operative 
credit socneties were started at each taluk headquarters W'ith their branches 
at several important centres. The branch societies were closed long ago 
owing to the apathy of the slia reholders and people. The headquarters 
societies are in a moribund condition for the same reason. The three socie- 
ties are now’ chiefly meant for Government servants who get their supplies 
from these .stores. The G. Udayagiri tahik is now opened and enlightened 
and we find some merchants and money-lenders w’ho advance money on 
credit system. On the aggregate I estimate Rs. 50,000 is required for 
various purposes. The Agency people are too uneducated to understand 
the ben^ts and privileges of co-operative societies. With the advance- 
ment tif education the work of co-operative societies will expand. 

2. There are shandies in G, Udayagiri and Ramagiri taluks. The 
Agency people of Balliguda taluk resort to the shandy at Mohangiri 
in Koiahandy State in Orissa. The hill-tribes find better sales and more 
profits in these shandies. Hence they attend these markets in large 
nwml>ers with Agency products. As already said, the circumstances of 
ih(«e Agency people are not affluent. Hence they want money as quickly 
as possible hy selling their crops and in consequence sell it generally at 



& to tbeiiweivedi uiid a piotit iu the iaah«ji*u. Tiioir couUilioii wiii nd 
doubt be bettered if uU thebe produete are conserved at the tiuie of iiarveat 
and sold at a later time when the prices are higher on the priuciplea of co« 
operative methods. Thero aro no Bttb»Jiegibtiarb' officer iu the Agency « So 
registered documbnts are unknown. What we find now add then are few 
pro^notes. 

3. Ric^ ib the staple food iu the Agency and puddy* crops ai*e. grown 
extensively in wet lands. Turmeric is also produced iu a large scale on 
dry lands. The value of wet lauds varies from Rs. 500 to Rs. 1^000 per 
acre in G. Udayagiri taluk while that of dry lands from' oiio to two 
hundred rupees. The abnormal price of lands which mainly de|pend 
upon rain water is due to the fact that the arable lauds are very limited, 
the large extents being covered by hilly forests. 

4. There is one legal ini];>ediment to mortgage or sale of lands and that 
is the Act I of 1917 (Agency Interest and Land Transfer Act), This bar- 
rier has been created specially to protect the interest of the liilUtribos 
who fall an easy prey to the hands of usurious money-loudcm, 

5. The existing indebtedness of the h)ll*iri)>os is clueliy and solely duo 
to marriage and other social occasions and the growth of the debt by 
compound interest, interest not having been paid in time. These debts 
are due to professional inoney-lenders. The lK>st way of increasing the 
credit facilities to these hill-tribes is to lend the money on small interest 
and to got it buck in the shape of Agency i)rcKluce. The Khonds and the 
Savaras are cultivating classes and cannot do without agriculture. Hence 
they try their Ijest to hang on to their lands. 

6. There is a class of people called Paiios. They live by tnuling. They 
also take to weaving as the hilUtrihes like to wear hand-woven cloths. 
Hand-spinning is now dead and gone and mill yarn has taken its place. 
The other hill-tribes do not know bow to weave and they depend on the 
Panos. In order to provide labour to these hill-tril)i‘s, cotton crop should 
be extensively cultivated for which Agency lands would prol>ably l>e suited. 
So that these Agency pcH>plo will utilize their idle hours in .spinning, carcl- 
iiig, ginning, etc. To supplement this, carpentry work also should bo btarted 
as plenty of good timber is available in the Agency. 

77 . — Indigenous banking. 

Many years must come to pass when the system of indigenous hanking 
can l>e worked out in the Ageiny with any profit. Owing to the extreme 
illiteracy of the people and their conservatism any xirovision of the Local 
Boards Act has not yet been extended into these areas. 

III. — Investincnt habit and attroit'ion of capital. 

2. When there is very little money and poverty is the rule rather tlian 
the exception the habit of investment is out of the question. Moreover, 
capital has no attraction for the Khonds and the Savaras, They do not 
like to lioard money and thereby pas.s for rich men. They arc satUhed 
if they can live comfortalily. Their wants are very few and luxuries are 
unknown to them. 



Written eirldmoa of tho !EUi«ildftr, Ohtuiifiir, Oanjsm Dtetriet. 


I , — Agrivulturul credit and credit faciiitiee for $tnaU industries, 

1. By olitaiiiiii^ louus (1) fruiii Governtiieni under the Land Improve 
tnent and the Agricuituri»ts Loans Acte^ (2) fi*ofii co-operative banks and 
from professional money-lenders. The other credit agencies do not exist 
in this taiuk. 

2. The produc*er sells the produce to the mercliants and dealers in the 
village or takes it to the weekly market or exports it outside the taluk 
on demand. There are no banks or banket's to facilitate the process of 
marketing. The merchants and dealers act as middlemen l)otween the pro- 
ducer and the manufacturer. The establishment of joint-stock banks and 
indigenous banks will profit the producer. No hiiiidis are current in this 
taluK. The rniddlemen are profited during the process of marketing the 
produ<*e. The ryot is generally ignorant. Government agency must 1 k» 
employed in the matter till the ]>eople are educated and trained in the 
system. 

3. Baddy (rain-fed and wet) dry crojis : 

Rain-led padd 3 ^ lands — value per acre varies, from H.s. lot) to Rs. 3(K). 

Wet lands — value per acre varies from Rs. 3()0 to Rs. l.fXK). 

Dry lands (ragi, grain, gingelly. etc.) — varies from Rs. 50 to Rs. 150. 
The factors affecting tne value depend on the crop and the facilities for 
irigation. 

The rates mentioned alKive apply to lands purchased by private negotia- 
tion. ^ales in Government auction for non-payment of revenue are few" 
and far botwoon. These lands are generally not valuable and sold for a 
little more than the assessment on the lands. These .sold by court decreo 
do not fetch as much as in private negotiation. 

4. No such iinpetliment — No such banks. 

5. It is not possible to make an estimate of the existing indebtedness 
of the agricultural classes without a detailed eJiquiry by a special paid 
agency. I’he debts were incurred for all the purposes except (g). The 
debt is largely dim to prolcssionul inoiiey-lending and t'o-operative socie- 
ties. Rates of interest by money-lenders vary from 18 to 24 per cent per 
annum and by co-operative societiVs, 9^ i>er cent. 

6 d" 6 (a). There are no such subsidiary industries of any kind referred 
to except band-spinning, which is curried on in a limited scale in parts. 
K.stablisminent of industrial schools in which huudloom-weaviug, etc., are 
taught is the remedy suggested. 

//. — Indigen ons ha n k in g . 

1 d* 2. The central co-operative bank supplies funds to the local socie- 
ties w'hich grant loans to the agriculturists. The religious and co-operative 
society at Russellkonda grants loans to traders also. 

3. There are 123 co-operative societies in the Ghuiusur taluk. The 
6acuctie.s work with a capital of Rs. 4,09,000. The capital is derived from 
deposits and fuiuls from central institutions. 

4 . No huiidis are used by the banks and bankers. 

5. The central bank (co-o{>erativ"e) accepts deposits and grants loans to 
individuals. It also supplies funds to the local societies. The central bank 
iiorrowa when iiecossuiy" from the provincial bank, besides the deposit it 
gets from members and shareholders. It gets funds from the centra bank 
at 6 per cent to 7 per cent and gives loans at 91 per cent interest. 

6. 'Sine and a Half per cent mte of interest. — ^This rate may be reduced 
so that the reduced 4 *ate may be beneficial to the agricultural community. 

7 (o). The bankers are gaining confidence of the peoi>le. There should 
be better establishment to sui>ervise the work , 
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10. Some (lemauds are refused on account of ibe security offered whicit 
is involved in dispute. 

11. If the indigenous banking system is better organised and managed 
it can be linked with the centrdi money mariiot and provittciui capitals. 

12. No. 


i//. — Investment habit and aftruction of capital, 

1. Deiumts and loans from the provincial hank, — Savings arc iuvostod 
in loans, gold and silver. People generally of this taluk are not habituated 
to other methods of investment os the interest is low. 

2. Not popular. Higher rates of interest may attract the investiuoni in 
postal cash certificates. The savings banks rules are rigid and the people 
generally l>eing ignorant and uneducated do uot resort to this method of 
iiiyestmcnt. Only the educated classes and Government servants resort to 
this method. 

3. The Oriyas generally invest their savings in gold and silver, loans 
on mortgages and sales of land. Farmers lend to fellow agriculturists on 
mortgage of lands and on pledges of gold at rates of interest varying from 
12 to 25 i)er cent. 

4. The cheque hu)>it is unknown in thesis parts to the people. The pay- 
ment of Government >^vunis and hank employees by way of chetiues may 
popularize the method. 

5. Yes. Want of propaganda and general education. The people must 
be educated by way of propaganda by Government. The opening of now 
branches have educated the i>eople to invest their savings in the banks. 
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Written eiridenee of M JkBy. A. 0. VAKOHAPAXIBA ATTAS 
ATVgsl, XJL, IXiM^ SnVCToUeetor, Berhampnr. 


I*^AyrivuUaral credit atul credit facUitiea for stnall induatrlci. 

1 (1) (a). Borrowing from Bowcars by promiaitig delivery of paddy on 
favourable rateu and high interest* Al^ by borrowing from laudlordii« 

(6) (1) By takavi loans from Government and (2) loans from sowcars. 

(c) Loans from so wears. 

(2; 12 to 24 per cent x>er annum; period usually u^i to three yowl's 
and even more; mortgage of land usual security. 

(3) The Government by their takavi loans and money dendoi's and 

dealers and merchants are the usual persons who hnance. Qf late, tho 
Im|>erial Bank also is utilized by big landlords and dealers in agricultural 
produce. ^ 

(4) No. Jt will be several lakhs for the district. 

(5) High interest, improvident loans and consequent agricultural 
indebtedness and passing away of lands to non-agricultural classes are the 
chief defects. Acts against motie^^deiiders and non-agricultural classes as 
in the Punjab will do some good. 

(6) Not much co-ordination. Not much scope for improvement as 
money-lenders, usurers and land grabbers will not co-operate till forced to. 

2. (1) Merchants and dealers go to the villages and buy the crops even 
in advauct). Then they sell at great proht later on. 

(2) Great possibilities provided education becomes universal. Not 
much in tho present state of illiteracy. 

(3) Land mortgage banks will aid a good deal, but they must be run 
by tho Government. 

(4) Not much foreign trade in this division. So no special diifcrcuco. 

(5) Bowxurs market from the villages to the towns or ruilw^ay stations. 
The imperial Bunk is the cloaraiice house for inter-provincial and foreign 
trade. 

(0) The post oihc'e, the imperial Bank, private joint-stock banks and 
merchants* huudis. 

(7) A State bank is essential to replace the present Im|>erial Bank. 
All sub-tf'easuries may be made its branches. 

(8) Cheques and hundis and bills of lading are used. 

(9) The abolition of stamp duty on cheques has been received w^ell. 

(IQ) There are not many hundis in those parts and oach has its own 
form. 

(14 No. 

(12) Not many hundis in this division. 

(13) Railway receipts and bills of lading are so used. 

(14) NOi 

(15) Licensed warehouses run under State supervision may do some 
good but the trade here is not such as to require many such warehouses. 

(10) Without Government assistance nothing can be done in India. 

¥ 

a. (1) Paddy lands from Rs. 500 to Rs. 2,000 per acre; dry lands at 
Hs. 50 to Rs. 500 per acre. Town^sites Rs. 500 to Rs. 10,000. 

(2) (a) d (6). Much tte same and lower than (c). 

(c) These will be hi|^er» 
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• W«i and dry land* faeion.—{\) Ar*il«bility of constant watMHnippIy 
iKtm canals, eto. , 

(2) nearness to %ig towns or Tillages, 

(3) nea rn ess to road, 

(4) nearness to railwa^rs and seaports, 

(5) fertility of the land, 

(6) freedom from malaria and wild beasts, and 

(7) assessment. 

Taxtn lands. — (1) Demand in the town, 

(2) supply, and 

(3) nearness to cei^tro. 

4. (1) (a) No. 

{h) None except a few co-operative societies. 

(2) They l>orrow from the central hanks and lend. 

(3) State-run mortgage banks will be the only solution in the long 

mil. 

(4) (a) Record of rights must be brought up to date in Government 
villages and must l>e got proparwl for large sainindari areas. 

(h) Simplification with ade<|uate safeguards will do much good. 

(r) The public should not lie taxed for the lienefit of the tjorrowers. 
But the charges can he rcxluced. 

(5) (a), (h) (c) From all impartially, hut (h) is only an indirect form 

of (a) and (c). 

(6) Without Government guarantee for principal and interest not 
much money will be got. 

(7) A low rate of interest like 4 per cent. 

(8) They should never lend at less than the current takavi rates which 
may be fixed as their rates also. 

(9) Land mortgage hanks are quite enough. 

5. (1) * * * 

(2) I found in a big village, Atinakur, in Knlyandrug taluk, that the 
indebtedness was almve Rs. 75,000. 

(3) By enquiry in the village of each ryot confidentially. 

(4) (a) About 74 per cent. 

(&) Almost nil. 

(c) About 26 per cent mostly on promissory notes. 

(5) (a) to (1) I have not got details. All operate but (i) is negligible 
except among Brahmans. 

(6) Mostly professional money-lenders; to some small extent Govern- 
ment, Imperial Bank and co-operative societies. 

(7) 6 to 24 per cent according to the security, etc. Payment by per- 
suasion or through courts. 

(8) Much landed property is passing into the hands of non-agricnltural 
classes, e.g., in Dura and numerous other villages. Merchants, lawyers 
and retired officials cover up a lot. 

(9) Undoubtedly as he will get only his bare agricultural expenses. 

6. (1) Hand-spinning, hand-milling of rice, gdrden produce, iet<*. 

(2) Yes; by co-operative producers* societies. 

(3) Hand-spinning, weaving. 

(4) By starting co-operative societies and taking share money a|id 
deposits. 

(5) Co-operative societies under ^he strict supervision of Government. 

5*A. (1) Hand-spinning and weaving were once m staple industry in 
Knkkudakhandy, Padmanabhapur, etc. By competition from forei|m ooun- 
irm, especially Lancashire and Japan, these mdnstries rapi41;r Alined, 



After 1021 there hae been a little reviral, yam of fire ooiuite, aa mubh 
as 100 (hundred) counts, is spun and woven by hand and handloom 
pectirelyf Without Government support and regular co-operative societies 
the^ useful industries will disappear entirely and it will be a great pity* 
8o too the silk industry of Berhampur. Again, ildiing on the coasts caw 
be done on a large scale by Government encouragement. 

(2) Many of the weavers and spinners are also farmers or at least 
own land. 

7. (1) I do not know the intimate details. All banks ^•esort to the Tnipe- 
rial Bank in difficulties. 

(2) 1 do not know of any spcnial difficulties. 

(8) Ah<nit five lakhs of rupees for this division. The important thing 
is that the [>Of*M)nriel should l>e able, honest and business-like. 

(4) Not much. The <*o-operative banks are not yet powerful enough. 
Still there is some competition in lending out moneys and in taking deposits. 

(A) • * * • 

(6) Both the.so steps will undoiibte<lly stimulate the growth of no- 
operative hanks. 


1 1 . — la dUjen o n h bo n k ing. 

1. Functiom — 

(a) f^inancing ceremonie.s and improvemenfs, 

(b) buying up agricultural produce by forward contracts and selling 
to merchants, 

(r) financing for agricultural operations and purchase of new lands. 

(d) advancing money for l>ell-metiil workers, car |>en tors, blacksmiths, 
etc., usually at 12i i>er cent. 

2. They are there first to he(*oine rich themselve.s. Indirectly they aid 
in the ngri(3ulturnl operations and petty industries. 

3. (o) Bcvoral lakhs iii this division alone. 

(h) Do. 

(r) Mostly collection and auction expenses. 

(d) All indigenous banks are usually deadly rivals of one another. 
They depend on the Imperial Hank and do not fight with it as it is a 
quasi-Governnient one, 

4. Can’t give. 

5. (1) Loans are grante<l on ph^ge of jewels, mortgages of lands, deli- 
very of forward produce, surety bonds and promissory notes. Any term 
aeeording to clients. 

(2) Their own capital and deposits with them. 

(3) 6 to 9 per c'ent on fixed deposits. 

6. (1) 6 to 24 per cent. 

(2) By legislation, making it illegal to take more than 12 per cent. 

(3^ To a large extent, yes. To some extent extravagance in expendi- 
tui'c on ceremonies moy also increase. 

7. (1) I hav% yet to see a ryot who loves them, but all regard 

him 06 indjspensable as tKe policeman. 

(2> Amply. Their clients are to be protected from their claws. 

(3) I have nothing to suggest. 

(4) No. These persons are pawn-brokers, land mortgage bankers, 

*^urdty-brokers and a thousand other miscellaneoas things. Like the dhals 
they require a lot of purification before they can be useful to the com- 
munity without evil effects. All these must be licensed, all pa^-hrokers 
must he separately licensed, fixed rules for auction of thiiigs laid 

down. Else poor debtors will suffer as now. 1 know personw|^ of cases 
where these money-lenders charge interest before the loan was giv^ by 
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A^ucting Ui6 first year's interest from the loan, where they wanted a 
folatiiim for parting with the money at Re, 1 per hundred and whero they 
made unjust foreclogurea and salee to themaelres. 

^ (5) See above. 

8. (1) I^islation on the iuies suggested above will do the needful. 

<2) Legislation, the formation of district and provincial bankers* 
unions and the compulsory adoption of State banks as their banks. 

(3) Yes, State banks ma\" lend them at J per cent less than to the 
general public. 

(4) Op|K>Rition will bo offered as their profits will undoubtedly go 
down. Hut the community will fintilly settle down to the inevitable. 

0. 12 to 1/5 per cent. 

10. If sufficiently high interest is offerod they will accommodate all 
demands of an ordinary nature. Very large sums are beyond their capacity. 

11. (1) Like the Lawyers to the Central Bar Abatxiation. there may be a 
f*t*ntral bankers* union at Madras. This union may l>e given powers to 
remove fraudulent money-lenders from the list of lieensed persons after 
due enquiry through the bankers* unions of each district located at its head- 
quarters. The StaU* bank’s branches in each district should bo compul- 
sorily the hankers for all indigenous bankers. 

(2) Yes. See alMive. 

(3) Because the State bank will l>e run by the Government there will 
be confidence in it. 

(4) By its acting as a bankers* bank, it will )>e prevente<l from eiit- 
throat competition. B\it a healthy competition is nectary. To indi- 
genous banks loans may 1 k^ granie<l at { |M'r enmt less than to the gern»rnl • 
public. 

12. (1) Yos. 

(2) No. Indigenous bankers have no organization and the money lies 

idle. 

(3) The above measures will do the needful. 

7/7 . — Investment hahit and atf roction of eaxntnl. 

1. (1) Cannot astimate. 

(2) Do. 

(3) Postal savings banks, cash certificates, joint-stock companies, pri- 
vate bankers, Government and municipal securities, 

(4) No. They can he extended hy the reforms Inflow. 

(5) Yes. See below. 

(6) This habit is as old as the ‘Vedas.* Gifts of gold have been from 
the earliest times the best gifts. 

2. (1) Yes; they will become more popular by reverting to the old price of 
Rs. 7-M for a ten-rupee certificate. 

(2) If the price is reduced to Rs. 7-B-O, there will bo more interest 
and far greater attraction. 

(3) Th^-^ investment in a year should be raised to Rs. 3,000 

and the miak^Wm in any account to Rs. 20,000. Four per c>ent intcm*st 
should be given, 

(4) Mostly middle classes. Teacliers, lawyers, students, etc. 

(5) Y«, by raising the interest to 4 per cent. 

(6) Government rates on cash certificates now give simple interest at 
roughly 51 IHSSF cent. Tlie Imperial Bank fixed deposits give 3 to per 
cent. But wi public are benefited by the cash certificates and ih^re is 
no reason wfl|^ &e Imperial Bank should be favoured hy a lower rate on 
cash certific^ftsea. The same thing applies to Treasury Bill#, 
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fi, (1) I would prefer State bftnk«i eariugs banks and cash ceritficaiiMi. 
Govorojnent loanif can be issued fur ten rupees also inslead ef ihe lomst 
denomination i>eing 100. Then small agrienfturists can boy from tko State 
hanks and savings banks, 

(2) Stocks and shares of all sorts are sold by banks of all kinds, mer- 
cbants, etc, 

(S) Fanners, esi>ecia11v Hindus, invest most of their savings in gold 
and silver ornaments for their women. When famine, pestilence, marriage^ 
fnimral, ptinhase of land or some other dire occasion comes these jewels 
are melted and the expenses met. Oremonies absorb *a lot. Lands are 
a passion with all Indians and rightly for, after all, the ultimate source 
of all ridic^s and industries is and can be only land. Merchants, lawyers 
and retired officials are notorious land grabbers and raise up prices fabu- 
lously and then rack-rent. 

4. <)) Expect the English educated, few are addieted Ut this habit. 

(2) On land and jewels. 

(a) .... 

4. n) Except the English edtiented. few arc addicted to this habit. 

(2) All to the go^sl. It saves one anna on each cbof|Ue for so»ne other 
pnrpoHo. 

(M) Only the English educated use chefjwes and that too for paying 
others. All Indians love to finger hard eash and avoid chcspiCB if they can. 

I urn not for the suggestion. 

(4) lilMiunti'ly, when provinces are linguistically arrangcsl the verna- 
cular of the province* will have to be used. 

5. (1) A' (2) Undoubiedly. The pei>ple of India subjwted to numerous 
invasions are naturally suspicions of entrusting their hard-earned money 
to others and s<iine l>anks J>ave hy their fraudulent failures increased it. 

(3) All rev(‘nnc ofiTu'crs may ho asked to impress ryots al)OUt the 
advantage.s. 

(4) 'I’he iner<4iant <4asso.s and tlio middle classes have profited a great 
deal by the new branelios. The effect on the poorer classes is indirect as 
th<*y have f<nv dealings with the Imperial BanK. However, paddy, cotton 
anci UduKco dealers, niiddh* men and brokers get loans from the hank to buy 
ii]> the prodtK'e and thus .slightly advaiux* the prices of these comnmdi- 
ties to th(* iienefit of the fanners. 
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WHitm evidenoe of HJUEly. IL V. X&ISHNA RAO NAYUDU 
Qftru, BJl., Beyoniio Divisional Officer, Chatrapur. 

I ,~^Agricidtuial creiiit and vr^dit fnidlitn^s for stmtU induiftriva, 

1. Tho agriculturists iit Cluitra|iur division obtain ituauco to u large 
extent fnnu local money-lenders lor the e\|K*iises iiUMitioiied in {tt)^ {h) and 
(c). Only alnnit 10 |>er ctnit ol the finaiiet? is obtaiiunl from the co-operutiv*^ 
banks. With the hnal inoney-lenderH the rate of inioiowt ranges frofti C 
to 12 fan* cent when laiuls are mortgaged and from 12 to 18 per cent 
when no seiurity is uffercHl ami in the cast» of pro-notes the rate of interest 
ranges up to 24 j>er cent. 

The interest charged by the <*o-operativ«* lainks is only U per cent, 
but in spite of the c<»mparatively low rnte of inteix'st the ryot perfers to 
go to the money-lenders, as repayment of the Imin or interest at a specified 
time is not strietly enfor<*wl, tlie .seeiirity taken la'ing disproportionately 
high in value i-oiupared with the loan advancetl, and as the money-lender 
has a tendency to allow the interest (simple and compound) to ac<*Timulalo 
so that the property (iff ored as siHurity may eventually be claimed bv Inm 
for the amount originally a(lvance<i. The co-operative societies insist on 
regular fiayments. For this reason, the l»orrowe!‘s do not resort to tliese 
societies in large nninbci*s. 

3. The uppniximuto values of the lands an' noted below and the dillcrenc(» 
in priet> fetched ordinarily is not marked either when sold for non-payuKuit 
of revenue, or hy court decree or hy private negotiation. 


as. 

I,5n0 per neie. 

400 
HOI) 

3, too 

r.oo 

r.oo 
aoo 

1 There are no impediments to mortgage of land by the agriculturists. 
Mortgage banks and agriculturul lianks do not exist in tins division and 
the advantages of having these banks eannot ihercfoie bo realized and 
avaik'd of by the iieojile. 

5. The debt of ryot fKipulation is largely diic; to jirof('>sional money- 
lenderii whom the agriculturists upprocub for iinK^y assistance lor joirposcs 
ineniioned in (a) to (d) in the first iiiKtance. Nece.sKify (ompels Ibeiii io 
accept the conditions irnposcKl by the money-lenders and tlio fioverty and 
uubodgeted exf>ciiditure of the agriculturi.sts which is partly duo to want 
of enlightenment, leave the debt to grow* with simple and compound interest 
until demanded hy the orediUirs. 

II .‘—Indigenous banhing. 

No batikitig exist!) in this divbion. 

Ill, — Investment habit a/td ait f art ion of capital . 

The aaviii^ are small and the few that save something lend it to local 
men at a hi|^ rate of interest or invest on lands purcliasocl or improved. 

f^cneraL— Staging of agricultural banks may however give some relief 
to tile agrkuUttrtsts at the present situation. 


ua, 

I)ry ooconat tope .. «. «. ldM)Dtc 

riHuUiii tope . . . . . . . . ♦ . . . 4()() 

(Iroandnot imd heuip vieldlng lioidfi .. .. HOi) 

Other dry lande yielding ragi, gingelly and hoise- 

gram . . • , . . . , . . . , lOo 

Wet iandsimder 1 and IJ clase irrigation hoiupc*^ 

(enperior soil) . . , , . . . . . . ^>tK) 

Wet lands under I und IT olase iiiigutioii sonictM 
(inferior ftoil) .. .• .. 400 

Wet lands onder 1 and 11 claims Irrigation HOniecH 
(other sources) .. .. .. .. .. 400 

Uainfed landtt .. .. •• .. .. .. HOO 
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WHtten evidence of Khmn Sahib MXIHAHMAD MOUfUDBIN 
KMAN SAHIB Bahadur, B.A., Berenue Divieional 
Offioer, Chioaoole. 

1. — Ayriculiural credit and credit favilitieM for xmnit iruluatrie^, 

1. AgriculturLst hu.H to f>o c*oiisi<ler€Hi in tw'(» aKpt^cts (i) the agriculturiitt 
owning JatidH and cultivating the lands hiinseli and (ii) agriculturist who 
doe^ not own lands but cultivates lands of others on lease or for a share 
of produce. He is referred to as cultivating tenant in the answers, (a) 
The expenses of cultivation concern the person actually cultivating tne 
lan^.s — whether he is the owner or a cultivating tenant. The agriculturist 
owning lands and cultivating lauds himself is generally in affluent circum- 
stances in the taluk and generally he has sufficient stock to meet the 
ex|>e]ises of cultivation. It is the cultivating tenant that goes in for 
borrowing grain for expenses of cultivation. He borrows generally from 
the local sow car’s grain for interest in kind, {h d- c) The cultivating ryots 
do not make any permanent improvements as they are not landowners. 
Hence no capital is spent by them. Where the agriculturist liiniself is the 
landlord lie iIoe.s improvements CK-ononiically conlrihiiting as much laliour 
us passible from bis ow’n family iiienibcrs and engaging coolies where aliso- 
Jutoly necessary. Generally he does not borrow And improve. In cases of 
absolute necessity he borrow.s on a limited scalt^ from the local sowcar or 
at times from Government on security of his lands and he clears tliese 
loans conveniently. Where the agriculturist happens to own a few^ acres 
and is also the cultivating tenant ho doc.s not scruiile to spend the land- 
lord’s share of produce on lands he owns, keeping in arrears what the 
landlord has to gtd. The ngricidturist generally borrows from the local 
iiioney-lend<*rs. I’he rates of interest on money is from Hs. 12 to Its. 18 
per cent per annum. At times it ri.ses up to Its. 24 per cent per annum. 
Wlien grain is taken on loan it is taken at o kuncliains pei putty (a garce 
consists of .M) putties) both princijmi and interact being jiayahlo at tlio 
coming harvest. The Government give loans for the purchase of seeds and 
cattle under the Agrieulturnl Loans Act and for the improvement of land 
under the Land ]m[)rovement Loans Act. The ryot prefers tlie local 
sowcar as he is close at hand. The landowners liorrow from Govcrninent. 
I’u my knowledge, tlu^ Imperial Bunk of India has not in any way Jielped 
the agriculturist and no one has taken any loans from the bank for his 
ikhkIs or for agricnltiira! ojiorations. Except ilie local money-lender or 
sowcar no company has in any w'ay boon useful for the general agriculturist. 
I’lio amount required for the C’hicacolo taluk cannot he estimated except 
by a detaiknl enquiry. However, it is estimated at 5 lakhs. On tlie one 
hand it has to he admitted tliut no help is available to the general agricul- 
turist and he is lK*ing ruined by the usurious interest charged on him by 
the IcK-al money-lender. 

2. The staple food crops of this division are (1) paddy and (2) ragi. 
Groundnut is cultivated to a great extent. There arc rice mills in tno 
division and paddy is taken to the rice mills to prepare rice. 7'he village 
co-ojmrative hanks at various eentre.s may afford relief. On the other hand 
from the banker’s point of view, I have to point out that the village agri- 
culturist in these days is not particular to make regular repayments. Any 
opportunity to evade or postpone repayments ho seizes and there is enor- 
mous trouble in realizing what is advancs^d to the village agriculturist. 
The chief desideratum of reliability aud honesty of purpose is wanting in 
the village agriculturist and hence the Jcaral money-lender who has s<^oi>o 
to watch his Imrrower is able to get on with such men. The millowners 
export the rice to Vizianagram and other plu{*es. All the mills except 
those in Chicaoole are situated near the railway stations. The ryots carry 
Uie paddy on country bullock-carts to the railway stations. There is no 
road communication to several interior villages and dtiring rainy season 
the rjrots find it difficult to take the commodity to the railway station. 
Ragi is not exported. It is mostly used for consumption in the division. 
Groundnut is also taken to the railway stations as there are husking milk. 
|Uv groundnut is also exported. On account of loan i^stem in these rice 
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JUikd grouudnut the luerketiug of cro|>9 ts iu a most uiusettlod staio. 

lieu with very iittlo ready capital and turn over are trading on large 
aoaies. They compete among themselves, incnsase rates, purdiase produt^, 
borrow from the Imi^erial Bank on those commodities, pay in part to agri- 
culturist and ill the end when there is no projier luarKet for the produce, 
find themselves baffled lieing unable to boar interests, ©tc‘. Owing to this 
sort of speculation with tiorrowed capital, some of the agriculturist got 
high x>rices, but others lose when the mei'chant fails. In the case of ground- 
put, it is observed during the last two or three years, that the price has 
l>eon going down after the prtKluco reaches the sowcars. In my opinion 
the loan sj'Steiu of the Imperial Bank on security of prmiuc‘e at mills is 
responsible fur high prices of (Hniimoilitu^. The agriculturist exiiecta high 
prices but actually be is not able to real use finally as iniicK as ho ex|^*ts. 
There have lieeii disapiniintnients. Hundis are not current in tliis division. 
1 do not think that (Government inteiiereiice is lUM'i's.sarj . In iny opinion, 
the credit facilities afforded by the lni|H»riHl Hank are inong misused inas- 
iimch as the nuirketiiig g<H»s on with boiTowinl eupitul. Failure of such 
merchants will H<ijiist matters in the Itmg run. Sueh men raise prices 
rec*kleissly and make the market dull and leave the field. 'rii€» establishment 
ol warehouses on co-operative Ini.si^ in important village I'entres ivith the 
help of Government will be lun-essary. 

3. Paddy growing lands is>mmaiided l»y rivt‘r ehuiinels are lieing sold 
on the average at Hs. OIXI [»er aere. Owing to pritx‘S of groundnut, dry 
lauds also command sale, but the prices depend on lot'alities. Gunnwtiiioii 
uiiiongst cultivators is rare in this division. 

3. (a) it has always been found difficult to find ]>ni‘chaseis for lands 
sold for arrears of revenue. Generally siuli lands are very juKir iu fertility. 

{b) In the event of sale by court decrees lands fetch good price. 

{4i) Til© sellers arc generally the iion-cmltivut ing class. Jn non- 
Governiiicnt villages laiiils are sold for low prices. As al>ove stated tlie 
competition amongst cultivators is rare. The iandlorcrs share is not 
perly given. The cultivator lias more extent ibun lie cun cultivate. As 
the landlord's sharo or nielvaram is not got, the prices of lands are going 
down. Investment on lands are not now on the increase, 'i’be abbcntc <3 
landlords evince a desire to dispose of lands fiut purcliascrs for proper 
prices are few. In village.s where landowners are the cultivating t'lass or 
where there is conii>otitiun amongst cultivatm's, proper prices are obtained. 

4. There is no legal impediment for inoriga^j of lands in the division. 
There are no banks. It is unsafe in this division to advance inom'ys on 
security of lands. Tracts comprising of a niimt>cr of villages are inhabited 
by particular sects of pcMjpIc. H is only for land sales by civil courts in 
suits among tlicinselves that jnirchasors come forward, but when the sale 
is held at the in.staiice of a bunk, or a society or even (Govcrnineiit, all 
the villagers combine and there is a dead fink. There are no piircha.scjs. 
1 doubt if inortgugo banks cun work siuM-cssfully in a divi.sion where rourly 
purchasers canimt Im found for |>ro|>crty swunxl and villagers usually 
conibiiied being of one particular caste. 

o. The estimate regarding tlie indebtedness of agri(;ultiijal elaxses (;iii 
be made with refereneo to registration partieulars and from income-tax 
enquiry retxirds. It is not possible here. The debts ar<* incurred on 
marriage and scHual (Hcasions and when crops fail. The creditors are pro- 
fessional money-lenders. Instances of efficient farmers l>cing iurne<i out of 
the holdings are very rare. 

6. Hajttd-spinuing on a small scale is prevalent in a f<‘W villages. 11i« 
other subsidiary industries are not in vogue in this division. Hand-spinning 
ill stttiimer will be a useful avtK:aiion, 

e-A. Nil. 

7. No information can be furnished. 

//. — Indigenons hanking. 

No indigenous 'hanking. 



HL—Inveshneni hubii arid attraction of capital, 

t. Investmeiii luiHii ih r«r« in UiU division. Tiiere are full faciliiteit 
for mveaitneiii in poalal and co-operaiive hanks. The habit of investniMii 
in silver and gold naa decreased. 

2. Not taken advantage of. 

3. The farinors in a prosjperouh year iruoat their savings on house build* 
iiig in villages in this division. 

4. The ehef|ue liabit is unknown in villages. 

5. J admit that Imuking and investment habit is of sloa^ growth. It 
is due to want ot ccM>|>erative principles and in village life envy at the 
prosperity of another is verj' keen. Envy appears to lie the evil cau.se 
which retards progress. To educate the masses in higher principles of 
welfare of felloa- being, teaching them truth and honesty setmis necessary. 
Unless charac*tei* is formed in the villager, it is not possible to carry bank- 
ing successfully. Tlie opening of new branches of the liitperiul Bank has 
p^lnciHl loan capital in the hands of sfieculators who had landed property. 
Failure in expected high gains and the interests to be paid by these 
borrowers have brought on losses and the sale of these lande<l properties. 
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ATYAB» BA.., SMTOtMy. tho ModrM 1Agi«l*tiYe 
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///. — Invfutment hahit ami aiiniciH^n of eapiiaL 
2. As fooranls tlio postal rash t‘ortih<*nl4>s rcfoircMl to in stH'iion 111 of the 
quostionnairo, I think that thoy an' fairly )>o|iuliir in thm j»niviin*t*. 
Persons who arc dosiroiis of investing in thorn fool tliat the niiixitnnin 
anionnt of cash 4s*riirK*at<*>; that «'an Im hold hy any oiio individual, namely, 
fa<*f* value of Its. 10,(K)0. is tfM> stiialL I inysolf have iuvoKit^ money in 
post offir*!* fush (ortilieates and should like to invest more money in tliein. 
I suggest that the maximum may he increased to at least Ha. SO.dOO. On 
nec^ouut of the low rate of interest on thesi* c‘ertifieates, ordinary 
do not go in f<jr them. Imt assiMuaiioiiK having trust funds and Oovern- 
iiu‘nt servants wlio would like to have their money stH'ure in a safe invest, 
meut prefer this elas.s of security. I do not think that in affording this 
metluKl of iuvestiuent the Ooveruinent are really eoinpc'ting with hanking 
institutions and hunkers who <an never afford a siil^stitiiie for this kind 
of investment. I would also suggest that instead of thest^ eusli e<'rtiri<'Utes 
being availahU^ for a |Kwiod of five years with option for renewal in fho 
c'as4* of (S'rtifieates purehasetl Indore 1st Munh 1020. all easli ilit Ates 

juay Iw* available for a of ten yeai**. 
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Written CTiacnoe of M Jt.By. T. ■. V. 8ABMA. M.K.A.8., 
PrMident, Boneli Court, Chin^loput, and JMi^Mtor, th* 
Co-operatire Land Mortgage Bank, Ltd., Ohingleput. 


7 . — A(/rifulf ur/ll (■Te4lit ami credit faeilitiet jor urnall induetriet. 

# 

1. The ii^cru‘ultiiri<<t in our flistriet fjnlinarily ohtairiFi ftnam^ from the 
iadigenotis hnnkt^rs and Jooal monoydendors for (1) expenses during cnlti- 
viiiioit, (2) for other jjurposes sueh as, faiiiiro of monsoon, for land revenue, 
and for family expenses and (.‘i) for eapital and permanent iinprovmneiits, 
HametinieM the agriehitnrist oldniris finamro from the eo-o|>erative societies 
also. The niuiority of ugrieiilturtsts get udvane^^s for capital and permanent 
improvements from the private money-lender as ordinarily the latter 
udvant'cs ahont dO |ko’ eent or sometimes even 75 |>er f^ent of the enrrent 
market valin* of the land. Moreover these nmney-lenders advanf‘e money 
whenever neee.ssary without any delay. The int/orest charged hy them is 
nhnorinal ranging from 12 U* 5() |>er eent. 

(Visli loans as per particulars ladow' are ohtaine<l ht^ the ryots from 
firivatd' money-lenders in this district: — 


TeiiodH for which money is 
advanced 


Up to 4 months (below 

li8. 200). 

Between 4 months and one 
year. 

One year to 8 years .. 


Three years to 12 years 


Nature of security offered 
and accepted. 


Crops '-•groundnut, paddy, 
ragi, etc. 

Pro-notes and persona 1 
security. 

Do. 


On mortgaging immovable 
iinseou)^ property. 


Bate of interest. 


Interest fixed in kind work- 
ing at 24 to 48 per cent. 

18 to 50 per oent and in 
stray oases 12 to 15 per 
cent. 

15 to 18 per cent and in 
stray oases 12 to 15 per 
oent. 

Usually 12 per cent and in 
stray oases loj^ per oent. 


To my knowledge, the Imperial Bank or any joint-stock bank does not 
hedp the agriculturist in those parts. The chief source of help to the 
agriculturist is the proft^ssional money-lender of the village and the village 
co-operative society. The latter with its strict rules and a directorate 
consisting of party adherents is not of great help to the agriculturist. The 
village money-lender helps the ryot during all seasons. Rinee there is no 
competing agency his rate of interest is always very high. 

It seems to me that there is one w^ay to remedy this state of affairs. 
In every municipal town arrangements should be made to open a branch of 
any one of the joint-stock hanks. These branches should be the general 
financial organisation to the masses. They should be financed mostly hy 
the proposed central reserve hank with Glovemment funds. The indigenous 
hankers and professional money-lenders will be gradually attracted to these 
l^nks and if there l)e comi>etition afterwards it will be a healthy one. They 
#iH then naturally supply funds also to these branches of joint-stock banks. 
Bueh banks, if established, should have a local directorate in which may be 
represented^ the indigenous hanker and the private money-lender. The 
only necessity for such a state coming into existence is Government help. 
The Government should encourage the joint-stock banks in the same way 
as they do with the Imperial Bank by depositing their surplus funds in 
these banka. 

2. Marketing o/ proiluce , — ^The dealer of village produce advances not 
leas than 50 per cent of the estimated value of the produce two or three 
months beforehand. The price is fixed when advancing money, without 
any consideration of the rates in the foreign market. Thus the cultivator 
is bound down to deal with Jthe same merchant from whom he got the 



Hdvance eren though the price of his produce be highly favourable to him 
oa the day of harvest. But the marketing of the village pioduce is done 
with a view to get cash immediately for pressing expenses of the family. 

To avoid this loss to the cultivator a system of warehouses or grain 
depots should be established by each co^i^erative society in it« headquarters 
and the Government should help the eatabliahment of such de|>ots in all 
possible ways. 

3* Value of lands . — The value of lands in court sales is usually about 
25 per cent less than the value by private negotiations. Lands ai'e seldom 
auctionetl in the.se parts for non-payment of land revenue unless the lands 
}>o useless for cultivation in mountainous or sandy tracts. The average 
price of a^et lands |ier acre is lls. (100 and that of dry lauds about Bs. 1(K) 
per acre. 

4. Land mortgage hankA. — There are several land mortgage banks in 
this district. These provide loivg-term ore<iit to the agriculturist usually 
for periods l>etwe<*n 20 and 25 years. The rate of interest charged at 
present is 9 jmr cent — the principal and interest l)eing payable in equated 
payments for twenty or tw^enty-five ytuirs. 

These hanks obtain funds by floating delienture bonds in the market 
against the security of mortgages ohiained by them in their favour. 
Limitation upon the total of such l>onds is generally fixed at twenty times 
the paid-up share capital and reserve of the land mortgage bank. To 
ensure public confidence! valuation of lands pronosed to l>e mortgaged niiiKt 
be scrutinisetl more strictly by the Registrar oi ('o-oimrative Societies. He 
must hold assignments of the inoi'tgagos on lM>half of the debenture holdei's. 
These will then be trustw securities and trust funds could then be invested 
in the land mortgage banks. 

The land mortgage banks must possess special and extraordinary pow'erK 
regarding foreclosure, taking the properties mortgagcnl in their hands for 
management if the annual instalments are not paid pun<’tiially. Since 
these hanks are in the experimental stage and as the instalment amounts 
are small, it is hopo<l that no such contingency will arise. 

At i)resent the Registrar of (Voperative Smiieties cxamine.s the iitle- 
deeds, etc., of the borrower’s lands and this takes much time HOinetimes 
even four or five months. To avoid all this delay and to issue debenture 
bonds ill time to purchasers of the sanu^ a sptKual officer must be appointed 
for every Um land mortgage banks; this officer will finally examine the 
value of iimperties, mortgages of which are assign€»d as security for the 
del>enturc holders, and only after he approves the security as sufficient 
that debentures should he issued. 

U.suaIIy the land mortgage banks work under deficit for the first one 
or tw'o years. To avoid this loss the borrower may he made to pay about 
1 iier c*ent of the loan amount fo cover necessary exiiendituro in eonnexioji 
with the preparation of the mortgage, the registration, the valuation of 
the properties and other incidental expenses. 

Lastly, the land mortgage hanks should have sufficient State control. 
The central land mortgage bank to be started at Madras should have a 
very strong governing body in which the Government should also be repre- 
sented by a fourth of the total number on the Board sint^e the Govern- 
ment ha%^e to purchase debenture Imnds for at least half the amount requir-, 
od by the primary land mortgage hanks. The board so constituted shbu1<r 
have a general supervision of the whole system of long-term banking in 
this Presidency. They must possess powers to organ isse land mortgage 
hanks^ to regulate interest rates and other charges on loans, to audit and 
examine the affairs of the primary hanks and to supervise the issue of 
debenture bonds. 

With the establishment of such long-term credit banks the primaty co- 
operative societies should only advance money for only short period»-- 4 Uiyy 
between three and five years at the most. Conse<juently the primwiy 
society and the co-operative urban central banks will receive diori^erm 
deposits only, as a result of which long-term deposits will flow into the 
central land mortgage bank very easily. ^ 
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Cthoperaiivti tmieiteM , — It is a well-^aoim fact that the three oo-operaiiTe 
banks, Tia., the Tillage bank, the district bank and the prerineial hank 
are working for the benefit of ihe rural population. The prorincial bank 
advances money to the di^rict banks and they in turn advance to the 
primary societies. But the* provincial banks get deposits from the Imperial 
Bank and the joint-stock banks, and these advances are for ^ort terms 
only. This is a great disadvantage to the co-operative movement. The 
co-operative banks can help the agriculturist if only the funds locked np 
by the Imi>erial Bank on landed properties are advanced immediately td 
nie provincial central c?o-oi>erative urban bank so that they may make the 
advances. 


Since the co-operative banks are intended to help the agriculturists and 
the poorer classes, a lower rate of interest must he adopted. If this should 
liecome practicable the Government should deposit considerable amounts in 
provincial co-operative banks, free or at nominal rates of interest. In 
addition to this help the Government must admit debentures issued by 
co-operative hanks as ** Trustee securities.** 


7 7 . — IndigenouM ban king . 

The Marwaris and the Nagarathars may lie classed under this head in 
this district. They are the prominent money-lenders. They do not advance 
money for industries other than small domestic industries, petty trades, 
and for cultivation and family expenses. \^^enever such advances are 
made the professional money-lender undertakes to take up the produce at 
a scheduled price fixed beforehand. In all such cases the produce is sold 
to him imm^iately after harvesting is done. The ryot is thus unable to 
get a reasonable price for his products. 

The Nagarathars and the Marwaris probably obtain deposits at rates 
ranging lietween 4 and 6 or 7 fier cent. But they advance* moneys to agri- 
culturists at rates between 12 and 50 per cent only for sliort terms. These 
money-lenders are somewhat unpopular among the public as their rates of 
interest are very high and their terms are usurious. They undertake risky 
advances which any bank would not do; these i>eople have good knowledge 
of local conditions and they adjust their business methods to the habits 
and conditions of the people of their locality. 

Some reform or other is necessary in indigenous banking and professional 
money-lending husiness. These should l>e brought under some regulation. 

To establish a good banking system on a firm footing and to increase 
the resources of this Presidency the status of the joint-stock banks should 
l>e improved. The Imperial Bank must not be allowed to open more 
branches and it must not do much of local business. The exchange banks 
should not ottract Indian capital ; the professional moiiey-lendei’s should 
Iw brought under t'ertain regulations. 

777 . — Investment hohit and attraction of capital. 

Oold standard . — The necessity of placing India on the basis of a gold 
standard and a gold currency’ cannot be over-estimated. These have been 
asked for unanimously by all sections of the people of India and the 
Government should show more sympathy to this just demand of the people. 

It is high time that some regulation is instituted to obstruct people 
from converting gold into jewels thus creating a *‘dead capital.” 

Insurance companies . — good portion of premium receipts of Insurance 
companies working in India should be invested in Indian securities. The 
companiee should have no option to deposit otherwise. The Government 
should have the voice of a ^dictator’ in this matter. The Insurance 
companies will thus not only secure the confidence of the people at large, 
but will be indirectly improving the condition of Indian industries. A 
healt^ insurance habit will be developed and this will be helping Indian 
banking a great deal directly. 

Postal cash eerti^eades. — ^In the interests of Indian banking the system 
of issuing postal cash certificates should be stopped. Their ri^tes are 



Is^petitive to invcsimeais in joint-^iock banks. The money thus iiiTeated 
in poet office caah certificates deprive Indian trade, industries and attrt* 
enlture of sure and certain help. If the iasno of these cash certificates are 
stopped greater deposits adll flow into the joint-stock banks. 

SavifiifM bank§ hi ito$t office*. — These aro indispensable as they are at 
present constituted and they are of gi'eat help to the poorer and the 
middle class people who are employed on monthly salaries. 

, 4. The cheque habit . — ^The cheque habit must be encouraged among the 

l>eopie in many ways. Clerks and others (under the employ of the loc*ai 
)>oards and the Government) whose remuneration is oyer tt«. 75 per month 
and w*ho have accounts in any bank sliould 1)0 paid by cheques. This 
would ho advantageous if facilities are given for the collection payment 
and fi*ec circulation of cheques. Banks must open accounts with cheques 
of small amounts and must lie made to agree to maintain small balances 
and to allows cheques for small uinounts to bo draw*n on them. 

The general public do not favour the cheque habit owing to many 
di^d vantages obtaining at present. Now any l)oaror cheque is offectivoly 
altered liy 8ubsei|uent endorsements. This thi*ows extra work and ros]Kit)si» 
bility on banks without any extra advantages. Cheques uro sometimes 
endorsed an the various veriiaculars. In .such cases the bank wliieli is to 
pay the amount has to correspond with the Inink wiiich is to, collect tho 
araouiit. Tho latter i.s unable to truest' out the endorsing parties and not 
willing to shoulder any responsibility, returns* the cheques uncollected. 

It is therefore highly necessary that cheques should bo made to exist 
just as any Government currency note, in spite of any signatures, etc., upon 
it. These may Iw styled ‘cuntincy Insarer cheques.’ 

When large amounts arc* paid by i*btK|uos and through a third person 
the alwve checiiK^s will not l)e of advantage. In such cases a different kind 
of chectue is necessary. Tlu*so must Ik.* payable to order and must l>ear 
endorsements upon them to that effect. Those may l)o called order choquee, 
more or less of the tyj)e of chec|uos now* in vogue. 

For hiisiiiessiiien and firms the two varieties of ehecjues will not 1>o 
convenient. For them crosstKl cluH|m's payable only through banks will bo 
advantageous to use. 

Thus to creato a chc'cjue luibit the following three kinds of chequoa 
must Ihj instituted; — 

(1) The l)earer chtHtue to Ik* current just as a Government currency 

note. 

(2) The order cJuMjues payable as per endorsements upon them. 

(3) Crossed cheques payulilo through banks. 
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Wfitten evidenee of M,BJEly. X.' V. EBISHKAXAO HATTTBU 
Arargal, Tahtildar^ GannaTaram. 


/. — AifrinUtural cretlii and credit jacditics far small industries, 

1 , (a) H© will tmy liinijielf either in grain or in money. If he has no- 
money or grain he will Iwrow’ money from some money-lender or co- 
operative societies. 

(6) He will invest capital if he could spare or else 1>orrow’. 

(c) There is generally no failure of monsoon. Even if thei'e is failure 
it does not affect this taluk. Being a eamindari one and in delta villages 
w'here there is irrigation under Kistna river, the monsoon failure has 
very little effect. 

Hat© of interest 12 i)cr cent to 18J per cent. 

The period ranges from three to six months. 

On pro-notes generally oi* in rare cases on mortgage of lands. Takkavi 
loans hy Government. • 

Loans are granted hy the Imperial Bank on mortgage of [laddy. 

Loans are advanci‘d hy co-operative societies also. Money-lenders also 
advance mo?iey for higher interest. 

Other banks have no dealings in this taluk. 

Total estimate eaniiot l)e given without getting any statistics. 1 cannot 
find out any defects unless study is made on tlie subject. 

2. The paddy and other grains, etc., are being taken mainly to Bezw^ada 
and local factories. 

The owners of rice mills imrehase paddy soon after harvest. The paddy 
taken to Bezwada is being disposed of by commission agents in Bezw^adu. 

There is no liundi system in this taluk. 

As regards other i>oiuts 1 cannot give any opinion offhand. 

3. Wot paddy fields in canal irrigated areas Rs. 1,00() to Hs. 1,800. 

Wet paddy fields (under tanks) (zamindar) Hs. 300 to Hs. 800. 

Dry fields irrigated with dufassal crops Rs. 1,000 maximum. 

Dry fields irrigated with ordinary crops Hs. 1,000 maximum. 

Ill cases of (a) and (b) the price would l>© nominal if there be no 
beiiami transactions or combinations. 

In private negotiations the value would be sometimes above the normal 
on account of proximity of the land to the purchasers’ already existing 
fields or to the village-site. 

4. No. 

There are land mortgage banks or agricultural banks. 

I cannot suggest any means offhand. 

I cannot suggest any measures for (a), (h) and (r). 

5. The fjuestiou cannot Iw answered unless careful enquiry is made in 
villages which caiiuot he done in this short i>eriod. 

6. The people are noi generally willing to take up any other industr>^ 
In cultivation season they cannot take up any other w'ork except looking 
to the fields. In non-cultivation season they attend to manuring their 
fields and other activities connected with the improvement of their laxtds, 
o.g., fonuing ridges levelling, etc. 

7. I cannot give any opinion. 

ll, ^Indigenous hanking, 

1. The ryots generally take advances from the commission agents at 
Beswada to whom the paddy or other grain is sent for sale. 



• 2. <St li. It d«ii»eiid6 u|H>n the ca|Httti the commiiiHum agent invosts. He 
does not finance for any trade or ludustry. TUoro is no indigenous Imnk* 
ing system in this taluk. 

4. Thei’c is no hundi system iu this taluk. 

The ryots generally go and receive advaiicx^ amounts in (lei^son. 

5. They lend money on pro-not€^ for big amounts and for small uinounts 
they obtain the signuture of the ryots in their cash a«*counts. 

. Th^c bankers lor the most |iart invest their own capital and when 
necessity arises they l>oi*row fruiii niarwadis, etc. 

6. Generally at 12 per wni. 

7. 8o far its I know there is no projudiei\ Hie banks are sufficiently 
Iiroteetod in law. 

8. T cannot suggest. 

9. I cannot say. 

JO. I cJinnot answer, 

11 iV: 12. 1 cannui suggest any means offhand. 

///, — Invriititnut huhK and <t{ f ni( i ion of lUfftiaL 

1. (u-oporutive societies, merchants at Jlczwadu. linj)crial iiaiik, liicul 
luonov-lcndcr. The pnf»Iic if they desire can invest their .savings in 
]>ostal savings hank, purchase [»o.sial cu.sh certificates or dci>osit in hanks as 
fixed deposits. The popidation of this taluk are generally inclined to 
invest a portion in jewels al.so not only as a de<*oraiion hut also with a 
view to provide for their family in case of death of the earning member with- 
out leaving any capitaL 

2. 1 do not know. The saving.s hank facilities are laoiig afTorcknl to 
the public only. Official <4ass who lay hy sliort sums every month resort 
to tin* .savings lauik ac^count; others invest elsewhere since rate of inioroitt 
is higlicr than thc' savings hank account. 

8. I cannot offer any remarks. The people are now generally iu tho 
halvit of |)urclia.sing lands or raising pnhhn huildings with their savings. 

4. There is no cheipie habit in this taluk. 

5. Opening of new braiubes by the Imperial Hank of India afforded 
some facilities to some enterprising pcsiple to borrow money and invest 
the amount in ilic purchase of motor cars, constructing rice mills, etc. 



Written evidence of MJ&Bj. B* BAJABAO BTAYUDU Qam, 
BJi., BX., TiOieadw of Kaikalur taluk, Baikalur. 


L — Ayricultuml credit utul credit fucititieB for small industries. 

1* (a) For cxi>oiUiCft during culiiTation, the ryot^ of this taluk generally 
boiToir from one or other oi the money-lenderti livilig in the villager ol 
liachapatnaii)) Varahapatnam, Kudrapaka^ Unikili, Mandavalli^ Kaidindi 
and Lingala. There are no professional money-louders in the other villages 
of this taluk. Further, as the number of money-lenders is small, the rate 
of interest demanded is rather high owing to want of co-operation. Those 
ryots who feel unable to pay the higli rate of interest demanded by the 
inoney-leiulers apply for loans to the Kevenue Department for grant under 
the Agriculturists Loans Act as the rate of interest charged by the Govern- 
ment IS i-oniparatively low. 

(b) For the improvements of ihe land, the ryots take loans from the 
professional money-lenders and nierchants as detailed above at 9 per cent 
to 12 j>er crent interest on the security of the land for a period varying 
from three years to twelve years and also from the Government under 
the Lund liiiprovement Loans Act at a lower of interest of 6i j>er 

cent on the scH-urity of land for a iieriod of three years and upwards according 
to the sums applied for. Besides the above, there are professional lenders 
who lend jiaddy on the naniu system. The system is generally prevalent 
in the villages of Kaliupalam, Gopavuram and Lingula villages of this taluk. 
These tnonej'-lenders generally get 50 per cent interest by the nainu system. 
The security offered is the standing crop raised by them in the assessed 
and unsurveyod tracts. 

Tlie villagers of Pulapurni, Kovvada, Penuniakalanka, etc., Iiorrow 
money fruin tlie money-lenders at Madepalli of Ellore taluk, while the 
villagers of Kolletikotu liorrow money from Akidu, Bhimuvaram taluk. 

(r) At the time of failure of monsoons and on other special occasions 
such as cyclones, etc., the ryots seek the assistance of the aliovesaid pro- 
fessional money-leiidei*s and that of the Government. The money-lenders 
taking advantage of such emergent occasions demand a very high rate of 
interest ranging from 182 per cent to 371 per cent and give loans on the 
security of the expected crop of the same year for a period of six months 
or on a pro-note. On such CKX*asioiis Government grant loans at the rate 
of usual interest of 6i per cent freely according to the needs of the ryots 
on the security of land for u period of three years and upw'ards in view 
of the sums applied for. 

Co-oi)erative banks also are giving loans to the ryots at a moderate 
interest of 10 per cent in the three cases mentioned above on security of 
sureties or on the land for periods varying according to the sums applied 
for. On account of the existence of these co-operative banks and the grant 
of loaiis by the Government some relief is afforded to the agriculturists 
but it is not adequate. Still the ryots are not c^ompletely free from the 
clutches of these high usurers for want of sufficient number of co-operative 
banks every whei’e. The increase in the numl)er of the co-oi>erative banks 
and their pi*esence in every nook and corner of this taluk is essential. 

3. value of land per aci'e for different kinds of crops is detillled 

below ; — 

The condition of the agriculturists in this taluk is somewhat more 
precarious than that of the agrictllturists of other taluks owing to it« 
situation at the extreme tail end in delta system, and also the gabmersion 
of the lands by Upputeru, Cbllair and other drains. Consequently the wet 
lands of this taluk do not sell very high. Their market ralue ranges from 
100 rupees to 700 rupees per acre. The land values are likely to rise itill 
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farther ae a reilU of the opening ap of the railway *\ine. and the laying 
out of the road to Eliore and the improvemetiis which are likely to he 
ilfected to some of the diannels. 

Other crops are rawed on a very amall ficale and the rate of such land 
per acre ranges from Rs. 10 to Rs. 100. The soil of this taluk is almost 
unfit for dry' cultivation owing to tlie existence of the Collair lake and 
innumerable drains in a very large area. 

The rates given above relate to the value of land puiThaaed by private 
negotiation and fall under 3 (r). As regards tlie value in the cases mentioned 
in 3 (o) and (h) it cannot lie definitely given. It depends entirely on the 
competition among the bidders present at the time of the auction. In 
cases of keen competition, the value is almost the same as U^it I'ealiited in 
purchase by ]irivaie negotiation. 



Written eyidenea of tha Seor^ary, tha Anantapur Diatriot 
CkhOpnuUrm Central Bank, Limited, Anantapur. 


X. Agricultural credit and credit faciUtics for small industries. 

1. (a) The village wowcar is generally looked to and he still retains his 
bold upon the agriculturists. The Government also comes to his help in 
granting him loans under the Takavi lioans Act, the Agriculturists Loans 
Act and the Land Improvement Loans Act. 

The co-operative societies, wherever they exist, grapt loans for all 

f mrposes referred to in the question. The co-operative societies grant 
oans as at present up to a maximum pcriml of five years at 9? per cent 
payable in instalments. 

Loans by the Government are now granted at per cent and the period 
of loan ranges from one year to ^10 years. The present rate of the sowcar 
ranges from 9 to .‘16 i>er cent, 12 per cent to 18 being very general. Govoin- 
ment accept only landed pro)>erty as security. The two other agencies 
accept both iiiirnovahle and movable properties as securities. The Govern- 
ment and co-operative societies do not accept ,any prior encumbrances. 

The Government grants agricultural finance in the manner described 
above. 

Imperial Bank. — The Imperial Bank does not operate in oiir district, 
though there is much need for it. 

The JninUsiovk Bauls. — The joint-stcK-k systems in vogue in the district 
are known as nidhis or mutual Ijeiiefit funds. They mostly exist in the 
headquarters of the taluks and mainly work w ith their share capital. They 
grant loans to all meinl>ei‘s either on personal security or on the security 
of immovable properties. 'Fheir loans extend to all fiurposes and are gene- 
rally repayable in 45 months. 

Co-operative hanks. — These are varied in their activities. Banks situated 
in the towns or in the urban areas as contrasted wdtb the rural areas 
grant loans l>oth for agricultural and non-agricultural purposes. But the 
rural scKaeties extend their operation mainly to agricultural uchmIs and the 
clearance of past indebtedness. There are also societies known as loan and 
sale so<!ieties situate in all big places in the district wdiich grant loans on 
the security of the produce to the extent of 60 ])er cent of their value. 
But they are not yet very popular, having lieen recently started. 

2. The princijinl crops for marketing are groundnuts, jaggery, horso- 
gram, tamarind, cotton, tobacco, paddy and jonnn. 

The agriculturist mostly sells all erof).s U) the inerehaiit or otliei' trader 
for the season in his village at a price far below the market value in the 
central market, often in ignorance. 

The merchandise is generally taken to the taluk centres in bullock-carts 
and then sold to mandi merchants, who in their turn send out to outside 
districts. 


In the case of cxitton and groundnuts foreign companies have their 
agencies in all market centres and accept goods. 

There are no indigenous banks in the district. Indigenous banking is 
not done on any extensive scale. The capitalists in tlie district are mostly 
the sowcars who are very calculating in their demand for interest. 


There is a firm in the district headquarter which deals in fertilisers 
having its branches in one or two places. Jt also grants loans at favour- 
able rates in the matter of purchase of manure. 


It is not possible to estimate the amount of capital required for the above 
purp<^ The district is generally very poor. The ryot is in a hopelessly 
indebted condition, homing had to face several successive famines in the 
past years. Roughly it may be about five crores. 
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Dt/erU in fht loans uniler any of the acia abov^ 

mentioned are not easily protuiahle. There is much of red-tanism m the 
lirant of loans. We would suggest and recommend the grant of these loMt 
to be through village societies or the village pauchayat where tliey exist. 

As regards the co-oiwrative societies they have been serving and reliev- 
ing about 5 per cent of the population. Hesides, the C4M>perative move- 
ment is not proiwrly understood m the district in spite of its existence m 
• the district for over 15 years. It is still in the hands of a few and has not 
made much headway among the masses. Lat'k of literacy among tho 
masses and the short duration of loans stand in the way of the ryot l>eiug 
helped out of his difficulties. 

There is not mucli of co-ordination among those various creilit agencies, 
^^o-ordi nation is possible and can be 8iic<HJs.sfully atteiiipte<l. 

The ryot gencM'ally riHi>ives advan('t»s from the sow cur long hclore the 
l)roilure is gathered under (‘omlitioiis of paving interest on tlie advances, 
agreeing to sell his prodius) to the very merchant, usually at a rate cheaimr 
hv 51 to OJ per cent compared to the market rate, and thus sells his prodiusi 
at a discount. In other cases lu' has to depend upon the (‘oininission i^ent 
and lose niucli by wav id <‘oinniission for .securing tho sale of his produce. 
Tlie exisUuK'e ot loan ami sale societies has the capa(‘ity to solve the pro- 
hleins to a <s>rtain extiuit. The rural crc*dit societies themselves liave to 
oiganise tliis branch of activity by pooling all produces in the village area 
and selling them in the season at favouralde raUss. The present systcun of 
weighrmmt in use atfords aui]ih‘ o[»portunity to defraud the igu<»rant r.Y<»t ; 
Weighing machines of larger units will relieve. 

Jnfrrnni r.~-The bundi systiun is in vi^gne in the district. 

Considerable amount of money is circulated in this way. Home foreign 
agernics draw amounts also fiom tlie treasuries lor marketing puqiofies, 
as lor example, tbe V’olkarl and the Ually llrothers, who have their agencies 
in th<‘ district and draw tli<*ir amounts Iroin the trcasurii's and the Imperial 
Hank hramhes. 

The co-operative societies also encourage circulation of money in the 

(listnct by accepting cluMjUes frmn other sister societies Facilities must ho 

given for th«‘ remittance ol funds hy <'o-operative .socieiii^s foi smaller amounts 
than Rs. 150. Ciiinplete ivinission of money order (‘omnuKsion may lie 
granted to Ui<’ co-oporntive societies. Recognition may be given by tho 
Government to tlie c'entral banks for the transfer of funds just as the 
branehiv; of tho Imperial Dank are doing now’. . 

In coniiueii j>ra<lice, lor want of <-orrect kiiowbslgo, dt^fieit stamp is 
affixed t-o pro-notes and unjust hardship is felt by the people when they 
ate comisdhKl to go to com I — ns insuffi<’iently sianipod pro-notes are in- 
admissible in evidence, 

Tt is very necessary that the ohl utiiform Hiamp of one anna for all 

pro-notc^s should he restored or that n(*gotiable instruments also should be 
made admissible in evidence on payment of the deficit Hiamn duty and 
penalty as in the of cither iiisi ruiuents, The existing Act may l»e 

amended to permit tliis. 

Jnsfnunrufx of o»r/i Generally, the railway passes and the receipt 
ol invoice's are ph^lgeil to secure loans for marketing piiriwses. 


5- Thr rtihtr of hmd for dtffetnil Icitulx of cropn . — Wot lands under a 
good tank or river or under wells are sold at Rs. 1,500 to Rs. 2,000 per 
acre, the reason lieing that the permanency of tho crops is easured itnd 
marketable proiluce is grown, such as sugarcane, etc*. Well-grown Mugar- 
cane crops on one acre Id nearly Rs. 800 even in ordinary years. Hence 
it is ivet lands that fet<*h such hiiidi value. 


The value of the other wet lands where we grow other kinds of crons 
ns for instanw, paddy, etc., varies from Rs. 100 to Rs. 1,000 aocordinir is 
^5*^**®^ *^***fi^*^f facility and the annual yield never exceeds mnrm 
thgu R*i, 200 to 250 per acre even in the i>est of yearst 
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Kex#' to thobo come the dry landb which ai-o divided mto ||i^-cotton 
eoik and red-w>il landb. The value per acre in the 
raitgee from Es. KX) to R«. 250 and in the red-eoil from Rs. -afTo E«. 100. 
All Jdnds of dry cropb are grown on these lands. The prices of these red- 
aoU lands have increased in recent years ow'ing to the extensive cultiva- 
tion of groundnuts. Besides these, there are well-fed lauds, which a^ 
as costly as wet lands, though 4 iiuch labour and capital are requircKi in 
raising crops on them — 

(a) If the sale is well advertised,' the lands fetch their normal pricey 
Otherwise, Uiey fetch a much loa'er price than that obtained through 
private negotiation. 

(b) The sales of land under court decrees always fetch lower prices 
than the normal rates owing to the fear of several claims and cross claims. 

(f) They fetch a normal price, 

4. No irniiedimcmt. 

* No iiistitution.s for granting long-term credits. 

We would very much desire that a land mortgage hank is estaldlshed 
in each taluk headquarters with funds raised by deUentures. Now' that 
lands fetch very decent prices there is no trouble in raising debentures 
with the present Government guarantee. Before the bank is estahlisfied, 
wo would like an economic survey undertaken of the villages and test the 
indebtedness of the [lopulation and grant sucli long-term loans to needy 
ngrieulturists, leaving them a fair margin for tlieir maintenance, with a 
view' to ensure the loan being cleared up within the period. 

(a) The present title-cU^Ml known as granted under the ryot- 

war i system is no instrument of title and is not recognized as such hy the 
courts. If passible, we would recommend their being recognized as instru- 
ments of title and thus avoid much speculative litigation. 

(h) We would ho very unw’illing to give the power of foreclosure to 
the financing banks, as at present we fear tliat we have not got intelligent 
elements to appreciate the dangers attaching to premature foreclosure. 

(Capital of moriffage hariks . — To .start with, the Government must guar- 
antee the principal and the interest on delienture bonds and, as conditions 
improve and people come to know' the utility of such hanks, this will attract 
also local dej)osiis and the central hanks also will he willing to advance 
loans on long terms. It may also he suggested that trust funds may be 
invested in clehonturos. 

5. With a view’ to aseertain the indebtedness of a particular village our 
informal enciuiries in regard to the indebtedness of each ryot and the 
chances of liciiiidating the same, show that loans extending over a period 
of 50 years should he given to him and then he will he in a position to 
liquidate and retain the projierty in his own hands, provided he lives a 
frugal and ec'onomie life. 


When we talk of long-term loans, we alwa 3 's take it that the security, 
which the debtor gives, is one of * imniovahlo property. There may be 
erases w'iiere num ma\’ have a lot of movable propcu'tx’, without ow'iiing any 
immovable jiroperty. In such cases it would l»e unsafe to give long-term 
loans. 

Mostly, debts i-eferroci to above, namelv, h, r, d and e are borrowed 
from local Bow’cnrs. 

f'he co-operative societies have stepped in and are meeting all these 
demands. 

of farmers are turning into tenants having lost their 
property. Tins certainlj’ takes away anv* incentive to produce more. 

f ?i gardening, weaving and cotton ginneries are some 

of the suhsidmi-y industries which are resorted to hv the agrirulturmts in 
our district in leisure hours, ' 



if inip^ved « 3 rst«ms are adoptwi, provided sufficient capital is forih- 
<^itiitig result of Govemnient or other aid, certainly there will he 

better oaiiiMi^ lK>th in quality and quantity. At pre«»ent tlie agriculturist 
is sulfering very much for want of funds and organiaation to improve these 
btthsidiary industries. 

6-A. In parts of this district wlieie cotton is ahundaiiily grown we would 
supply each housc'hold with a fiy«shuttle k>oiu aiul make it a subsidiary 
iM*t‘Upation. In other parts of the dist^ct where fruit-gardening is jamsihlo 
mo w'lKikl recotninend the agriculturist to undertake it, for it is cortaiuly 
more poyiiig than other ikx^u pat ions. There are certain plat'os where cut- 
lery, that is, making of knives and other implements, is undertaken. We 
would entourage such jnditstries on more organised and scientific linos. 

In regard to the working ea[iit,il and the financial machinery we W'ould 
ask the iegislature to pass an enactment more on the lines of the State Aid 
to Industries A(’t and make the payments eitluM* ihr<Htgh the village 
panchuyats or the ct ►-opera live societies. 

V. 1’he tendency of financing hanks like the MadraH CVntral Uriian 
Hank is only to give a short-term loan. I'lie deposits in the hx'al banka 
are also for short ]>ei iods, Tlu^e two evils make the work of the Central 
• Hank in the district more <liffieult in tlie matter of granting long-term 
loans. Perha|)s it is the result of this fear that has made them fix only 
tive years ns the duration for the payment of loans* through them. 

At present the ca|»ital that has h<H>n inv€\sted in the f*o-oi>orative move- 
ua*iit in this <lislrict is its. 18 lakhs, including share cajiital. Taking the 
figures avaiiahle in (he fsononiic survey of one or twu) villages wo w'ould 
rouglily estimate the needs of the district at ten to twony timos Its. 18 
lakhs. 

in our district there is no competition l)ctween the c*>-operutivo haiik^ 
and the joint-stock hanks. 



Written evidence of M.ILBy. P. VBWKATBdAM Avargal, B*A, 

Taheildar, Atmakur. 


General. 

Aiiuakur taluk is a purely dry area, as distinguished from deltaicf 
region, and a poor one. 'Jlier© are not in it many financiers, thougli thei'e 
are one or two who are among the leading wealthy men of the district 
(Chittamur Venkata Heddi of Hnjuvolu and Veinana Akkappa Najudu of 
Karatampad). These people are running banks at Nellore and merely 
lend out grain or cai>ital to eultivatoi-s* in the course of the year recover- 
ing the dues at the follou ing harvests. The rates of interest collec ted 
are not ajipreciablo taking into account the small amounts or tiuantities 
advanced. 

Cultivation of ilry crojis and of dry area> dtH^s not re({uire any capital 
or any financing. TJio ryots generally reserve grain and enough 

dimntities to meet incidental <*harges and do not generally go borrowing. 
They however at times feel w'ant of food grains and these are advanced by 
the middle classes for thi* mere asking ol it becaus€> they cx;|)©ct free labour 
subsequently. The duration of rei>ayinent also is generally sliort and ranges 
from tw^o to throe months. 

In W€d regions, however, lands are field in plenty by the rich; and the 
poor who own one or two acres are generally adherents of the rich and 
are supplietl their necessities by their leaders. 

With the above general remarks, I propose to answer Boino of tiio 
questions W'bich have application to this taluk. 

7. — A<jrlcuUaral credit and credit faciiitics for small industrivs, 

1. ia) For expenses during cultivation the ryots in dry area iiochI none. 
In wet ureas tlie lyots holding smaller extents are generally merged among 
richer ones and the biitc?r freely disjieiiso them, their needs, of course, 
recovering them at the next harvest. Money and grain advanced are 
charged interest and nayii. Interest on inoiiej^ averages generally between 
7J and 12 per emit and naan at the rate of 20 to 25 per* cent. Added to 
the interest and nayUj the delitor is generally obliged to sujipJy free labour 
when called on, more as a matter of courtesy than any legal binding. He 
also oft-timc\s supiilies manure, hay and grain at lower than the prevail- 
ing harvest rate. Tiiis system is called generally the oppandam 

system. 

(h) For capital and permanent improvements, the ryots generally 
resort to State aid and take loans under the Land Improvement Loans and 
Agricultural Loans Acts. Of late, ryots are freely taking loans even for 
purchase of cattle. 

(f) For payment of land revenue, the co-operative credit societies, 
wlierover they exist, and there are only very few* of them in the taluk, 
ore generally mucli helpful, and a spread of such societies is bound to be 
a source of much help to the agriculturist. In other areas the land 
revenue is paid by sale of produce or by inouey borrowed ou the credit of 
the next coming produce. 

The Imperial Bank of India has no customers in the taluk. The average 
oost/>f cultivation in wet aieas ranges from Hs. 16 to Rs. 20 per acre. ^ 

2. For marketing, there is no system now* prevalent. Dealers frqua 
Nellore generally resort to the taluk and carry ttw*ay the produce, of cout^t 
at a lower rate than on the coast. If a S 3 rstein of pooling and co-operative 
sale 18 to ^ introduced, it would, of course, be in the best interest of the 
producer, but on account of want of proper communications, I doubt very 
much It that could be practicable. As an instance, I would point otit that 

a epad and Mabinalur, two ot the paddy growing centres, are not con- 
aceteU by road and the producers there have always to dispose of their 



i^rddiico at a di^iouiit aJitl at timcis do not find a nuirkot at all. Dova* 
in^rapalli; Auuntha;f94i4;uraiu and <»thcr villai5o.s wort) fetiinilurly Mifforini^ iwforo 
Ibnt a now road (l^opur BoniaHila) has just boon laid and its coinplotion 
will b© of much holi> Ui those villagers. 

There is uo fondgii trade in the taluk. There are no hanks or hankers 
ill the taluk. There are oi eouiv^* brokers ^* 5 1liey geiiendly agree 
with the {inxlncvr ier a fixix! rate and when there is an ontside denuind, 
get them the produtx' at a small premium. 

a. (u) Dry lands in the taluk can he divideil into - 
Land fit for a ruga and t-asior. 

(/») Land fit for eholam. 

^r) Land fit for garden ciop,H with private wells. 

They are generally sold at Hs. 10 to Its. 30, Its. 40 to Its. 200 and 
Ks lOU to Rs. »*KK) |iVr acre resi»tHtively. Wet lands m» 1I at different ruUrs 
aieording to imal < onditioiv , sntfieiem v of wet land lor po|niliition, 
demniKts, nature of soil and the sourci* of suiiply. Ijands near Kaluvuya 
and Ananthasagai am tanks generally go at tiie rates nf Rs. .HH) to Its, l.tMIO 
per acre. 'I'he same raft* nj>plies in tlie ease of lands *‘OinmamUHl h'v river 
ehannels though there are iiistaiKx^s in uhiih lantls iuive Ikhui snhl in 
N'iriir and neighlionring villages at more than Rs. I.IKHI per aere. 

Lands sold at auction whether for ai'renfs of land revenne or in court 
nnetion do not generally fetch their real average values. Genorally rich 
hinds do not eonu* in revenue sales and at court auctions, and the iiiteri'sttHl 
partk»> comhine and pnrcliuse it for nominal values or usually incrtniso 
the value liy competition. 

4, There are no land mortgage hanks in the taluk and there arc no 
legal impdliments towards mortgaging of lands in the taluk. 

Jf ih^ jiresent system of eo-o|»erative credit is enlarged and the dis- 
hursement of loans on the .security ot larnis is anthoniMMl it will he a 
bufficient ailvaniage to the luiulhoider.s and the tenants. 

The other (juestions do not admit of any answer as regards this taluk. 
There are no hunks or Imnkers working in the taluk. The ryots and tho 
cultivators are [loor ami gtuierally have no savings. ( ’onstM^ueutJy there 
IS no imed tor any hank for this purpose. 7'ho only way in which tho 
gcm^ra^ comlititni of the taluk could he improviHl is hy increasing the 
uumlier of roads, e.stahlishiiig grain hanks and credit societies and author- 
izing the latU'r to advance moneys on the security of lands. Till more 
irrigation systems are provided and the moans of winmunication improved 
thcue can he no scope for tiie conditions to improve. The new railway line 
(Nellore to Kaiiigiri) and the Tungahadra Project may iHuhaps iniprov# 
mutters. 



Written evidenM of M.RJly. S. O. GRUBB Avargal, B.A., 
Revenue Uivieional OfBoer, Rellore.’^ 

1 am afraid 1 do not know much about thi» aubjeet except a few poinU 
which come to uiy notice in the coui*se of my duttex a revenue officer. 

1, Finance for minor ayricult urists. — In these parts, the richer ryots 
of a village generally finance the poorer ryots. Jt is veo' rarely that the 
poorer ryots of a village go outside their village lor financial help. Undul 
each rich ryotf there will l>e a set of ordinary ryots who will depend on 
him for money. When once a ryot goes to* a particular rich ryot for 
money then a convention is established that that poor ryot is a client 
of that rich ryot and no other rich ryot of the village will advance money 
to that p(K)r ryot. At pre.sent therefore, in each village there are a 
number of rich ryots wdio have each got a mini her of poor ryots depending 
on them for financial lielp. Each rich ryot feels that he is under an 
obligation to finance the poorer ryots who depend on him and thus tlie 
poorer ryots get all the financial help they want. 

These debts are repaid by .selling the harvest to the lender. In tlio 
case of very poor agriculturists the debt is repaid by service also in the 
holds of the lender. 

Tho rube of interest is generally high ranging from 12 to 24 per cent. 
It is very rarely that these defits are wiped off. .V sort of running aci-omit 
is kept up in wdiicJi the lender has got all the advantage. There are v'ery 
lew rich ryots who are of a sufficiently high Nioral clin racier as to be able 
to resi-st the temptation to take advantage of the illitciacy and ignoiance 
of tho poorer ryot. 

Small loans are taken on pro-note.s or on account. Larger amounts 
are lout on the security of lands. It is very rarely that lamls mortgaged 
to the rieher ryots get out of their clutches. 

The remedy for this state of affairs appears to be the starting of co- 
operative credit .societies in each village with simplified methods of 

granting loans. 

2. The principal crop in this district is jiaddy. Generally, the 

poorer ryots who dcpen<l on the ii<her ryot.s for linancing them .sell tJieir 
produce to the l icher ryots wlio store them and sell them at a time when 
jirices are high. Meiehants from Madras and othei* places go to the villages 
and purchase the grains. 

Under this .system also it is the poorer class of agriculturists wlio 

suffer. Co-operative credit societies which lend money on tlie sc'curity 
of produce can do much to help the iioorer classes. 

. Hundis and bills arc practically not in vogue in this district. 

ii. Tlie value of a land depends solely on the nature of .soil and its 

irrigation facilities. The best lands in this district are those in the 
JPennar Delta. Even here the tail-end lands do not command as m»ich 
vulue as the lands in the upper roadies. The liest lands are worth about 
Rs. 1,(XX) an acre, w'hile the tail-end lands fetch values ranging from 

200 to Rs. SCiO an acre accoixling to the irrigation facilities they 
command. Wet lands under non-delta tanks are not worth much — their 
value ranging from Rs. 100 to Rs. 200 an acre. 

Garden lands (i.e., dry lands which have got g(X)d irrigation wells in 
them) are generally as valuable a.s wet land.s, as tw'o crops can be raised 
on them in a year. 

Dry lands are valued according to the nature of the dry crop that 
can oe raised on them. I know dry lands in Kanigiri taluk which are 
not worth more than Rs. 10 an acre and there are some dry lands in 
Nellpre taluk worth about Rs. 100 an acre. 

6. The agriculturists in this disftrict do not engage in any subsidiary 
industries. Agriculture proper does not engage the ryots for more than 
six months. Tho remaining six months are mostly spent in idling. The 
poorest ryots go for coolie work, but the middle-class ryots do not. That 
is one reason why the^ agriculturists are ^ in perpetual indebtedn^. If 
some subsidiary industries could be established in villages first with the 
aid of Government, it would increase the economic wealth of the country 
lind keep the middle-class ryots engaged during tho non-agricultuial seasuUi 



Written evidence of 1C JLRy. STfRTAirAltATASrA Ayargel, 

Secretary, Serrante of India Society, Calicut. 


/, — AgricnHural credit and trtdii facdiHes for small industries, 

1. The agriculturist obtains finance for expensen during cultivation 
generally from the village money-lender in cash or kind or in )>oth) 
usually on personal security’ but in some eases on tho security of movables 
Co-operative societies also to some extent advaiux^ short-term loans. 

As regards hnancc for capital and perimuient improvements, the agrb 
cultiirist, if ho owns a largo extent of land^ uses the savings from nU 
annual income for this purpose. But an agriculturist with a small hold- 
ing, who lives from hand to mouth and vdiose intome fix>m land leaves 
very little margin of prolit, is hardly able to invest any money on capital 
and permanent iinproveinonts, Tho laa* of diinini.shing returns generally 
operates in the cose of liis lands. Very few agriiulturists avail of the 
loans advantxKl bv Govornrnent under the Land Improvements Act. For 
other spetual neetVs, e.g., failure of monsoon, for laml revenue the agri- 
culturist manages to secure loans from tho village money-lender. When 
the Government advances loans for relief of distress caused by tho failure 
of monsoon, many poor agriculturists take full advantage of such loans 
to the extent they are made available. 

The rates of interest may in sonio plaeoa vary with the He<niriiy 
offered. But generally .speaking an nil-round high rate of inUu'tMit is 
charged by the village money-lenders during all seasons and irrespective 
of the purpose of the loan. For short-tenn loans on personal security 
15 to 24 j>er cent, in some <aseH going us high as .‘16 jier emit, is charged 
w^bilo mortgage loans carry intert>st ranging from 8 to 12 per c'ont, tho 
rate being dependent on the nature of the security and the peri(Kl in the 
case of such loans is generally 12 years. I do not think standing crops 
are usually aexM^pted as security' tliough the monoy-lendor takes into 
account tho nature of the crops grown on the lands of the borrower. 

As already stated Government plays a little part in agricultural 
finance. The Imperial Bank of India inilircH tly" helps to some extemt 
by financing tho co-operative hanks and hankers. But it is difficult to 
say how much goes really to help the agriiuilturist except perhaps in the 
case of moneys lent to the <*o-operaiive hanks, ( Vi-operativc Imnks ^ me 
supposcKi to provide all the finance nece.S8ary for tlie agriciilturistK. But 
they have not done so. In fact a large poiiiion of the funds rof|Uircd 
by agriculturists for their purposes is providetl by the village inon^- 

lender wJio is nowadays often the well-tcKclo agvicultiirist money-lender. 

It is diflicuit to give an cw.timnte of the total amount of <*apilal 

required for the various purposes. Even , if an ec^onornic survey is coi%* 
ducted and care is taken to find out tlie purposes for which the agriculturists 
obtain loans, it is difficiiH to say even then that the figurc^s are correct 
ns some of tho loans taken avowinlly for (irfKluctivf? purp^iscs are usually 

iitiliflCd for iinpro<hictive purposes. But this much can he said tliat a 

large amount of short-term and loiig-t<>rm credit is necessary for agri- 
culture and the present needs are not adequately" satisfied by any of 
existing credit institutions exf<*pt the village inoney-Jender. 

The defects in the present system are very many and their existence 
cannot he attributed to any particular cause. From time immemorial 
the village money-lender has h^n the main support of the agriculturist, 
catering to his needs in time and without giving much trouble. Tho 
village money-lender is preferred to any other credit agency, such as, a 
co-ooerative scxdeiy. I»e<*ause of the personal touch and anpeal he makes 
to his customers. He *>mmodat€?s the agriculturist who is ignorant 
and improvident in a manner whirh a ^>-operative wndety oi anv other 
hanking agency cannot possibly do. The agriculturistf merely looks to 
the satisfaction of his immediate needs and docs not at all see through 
the game played hv the monev -lender. To save him ffrom the clntchet of 
the TOoney-letider hy enabling him to pay off his prior debts and provide 
tlie necexsMiry finapex? for his immediate peefis are the prablemn that have 



to bo It has l>een said that no crt*dit agoiicy iitchultiig a eo-o|>orativ# 

soeiffty can help thooe who are hahituafly improvident or those whose 
profession of agriculture is in such a precarious condition that they can* 
not make Iniih entls meet. Jiow l>e«t to iinprore the eronomic condition 
even of Ktich people is also a pruhleni for solution. It cannot be denied 
that these people manage to get loans from the village money *lender. 
Cannot an organized cr^it agency take the same risk as the village 
money-lender does and render help to save th^e people from utter degra- 
dation and helplessness to which the wa 3’8 of the money-lender reduw 
them? The second point to In* considered is how an organized credit 
agency especially a cc>-operative society can satisfy the ne*»ds of the agri- 
culturists who can be assisted with safety and with reasonable ])rospects 
of the return of money lent, f .shall deal with the second point limt as 
its solution w'ill help in the solution of the problem affec‘ting the other 
class. ♦ 

It cannot l)c denied that the co-operative movement ^os not yet been 
able to supply the credit ne<'e8sarv to satisfy alt the needs the agri- 
cultural indtlstr^V- If cannot also l)e denied that the co-operative societies 
often find it difficult to get money precisely when the^^ want it. More- 
over, the formalities to be observed in securing loans necessarily cause 
delay. The financing central banks may also find it difficult to have ready 
money when the societies want it. So a system of forecasts of members’ 
and society’s requirements should be devised, making provision for almost 
©very need of the agriculturists including ceremonial expenditure to 
a reasonable extent. Every c^fFort should' lie made to se<juro as miicli 
accurate information as possible. The system is well described in 
Hoininga’ay’s Manual on page 19 (Thiixl Edition). If this system is made 
compulsory for all societio.s, there should be practically no ncwl for tbo 
agri(‘iiliiirists to go to n ‘ Sowcar Efforts should also ho made by intensive 
propaganda to bring in all agriculturists into the co-operative societies. T 
think there will he no diffic‘ulty in doing^so if the agriculturists know and 
are satisfied that all their legitimate needs will he satisfied by the societies. 
The Imperial Bank of India should ho required to provide necessary funds 
to central hanks and should not he allowed to compete with the co-operative 
societies by advaiudng loan.s on the security of pi'oduce to agriculturists. 
The rate of inten'st on loans to central hanks should he reduced. Co- 
operative societies sliould also prescribe dates of repayment to suit the 
convenience of members. Tt is often said that the members of co-oj^erative 
societies are forced to 16;o to tlie village money-lender to ])ay their dues 
to the society. This should not he. C’o-o|K»rative societies slioidd also he 
roQiiired to give produce loans and loans on standing crops. Tt is not 
difficult to do this as other hanks are doing this business. Loans under 
tlie^Land 1 inpi’oveiuents Act and the Agricnlturists Loans Act mav he 
given through the co-operative societies. Such a system will avoid all 
tlfd defects complained of in regard to these loans putting a stop to 
IcakajSt^, otc.^ Now that the rate of interest has been reduced to 6J per 
cent, the societies mav be allowed to lend at 7i per cent, the margin of 
1 per cent being sufficient to meet the expenses of collection, etc. The 
System has worked well in Bombay Presidency. Tn fact a co-operative 
society, if it is to justify its existence and enable the agriculturist to 
derive all the benefits of the co-onerative movement, must take the place 
of all credit agencies including the village money-lender. 

Thei^^Hs tio oo-ordination among the various credit agencies including 
floverirtnent. T have already sugge.sted how^ the Government loans can be 
j^iven through co-operative societies. As regards the Tmporial Bank of 
India. I have also suggested that necessap' fun<^ should be provided for 
the <*entral hanks to finaiu^e the co-operative societies to satisfv the needs 
of the agriculturists. Joint-stock banks may also be induced to provide 
credit facilities to co-operotiv© banks. They will gladly do so as th© 
seaiiritv oflFered is more satisfactory. But it mav he that the rates of inte- 
rest ^charged bv the joint-stock hanks will be higher than that ch^’ged 
hy the Tmnerial Bank of India and th© central hanks may not avail of the 
credit facilities offered hy the joint-stock hanks. 

As regards agncnltiirisls who are habitually improvident, habiis of 
thrift should l>e incnleated by means of propaganda and facilities aheuld 
be provided for practice of thrift. The agricultm-ists whose 

in snch a ni'ecariows condition that they cannot make both ends meet. 

no effort should be spared to improve their lot hy the adoption of improved 




iiietltock, pruvifiiou 4>f irrigniioH Au iliUos, tiuit ttti 

4>rdiMry culti valor wm r«>a:iK>iiHbte tltiigenco can improve his lot. But 
if co-og^ative fUiaaoe has to play its part ia this veaturesome tatk^ 
may be neccawiry to provide a guarantee tuiid by the Government to safe- 
Huard the depositors^ money. 

It is also aecessary to realise the co-opei'aiive ideal in helping tha 
|KK>rer members of the community. It must he jKWisible for a nurd work- 
. ing honest man to secure help from a society whether he has little or no 
taagible property. Experience of those who have a right to speak hi 
the matters shows that j>oor men aw good payers as a*ell as good Hureties. 
To insist on a well-to-do man to be a surety for a poor man is to make 
him fall a prey to the verj* evils from which the stwiety is started to extricate 
him, ^‘It shall lie the potir man who shall be tho chief objc'ct of the 
solicitude of the co-opesaiors.’* 

2. The present method of niarketing principal cixips of Malabar apiS 
of the province are almost similar. Tlie producer is not in dirc<^t 
with either the export market or the consumers. He usually hia 

produce to tho village money-lender or to the local trader who gaihQm 
the produce and brings it to the markets. No dciubt ho takes the risks 
invoK'fMl in the transaotion. But as the proilncc^r is ignorant of tho mar- 
ket prices, usually the money-lender or the local trader takes care to see 
that the priw ho offers is much less than the pries' whic'h he can secuire 
in the markets. He is constantly in touch with tiu' markeis and th6 pric‘eH 
ruling there. Morc'over, if the producer owes monev to the village monev- 
lender, he will invariably take the produce assessing the value at hjg 
own lates. There is another system prc*vailing in certain parts of the 
country which may also bo noted. The local trader or a cemmlssion agcii^ 
of an exporting firm enters into contract with the produc'cr who is 
rpiirod to supply liis produc'c at a (*erinin rate whatever may Ik' the 
prevailing market rates at the time. He advances money to tho prodilicor 
even charging high rates of interest. As soon as the produce is ready 
he c'omos and gathei*s it. Often the prcKlueer suffers loss. There oro 
rarely instancies where ho gains hy such transactions. Often to pay back 
tho joan.s he has contractc'd for financing agriculture ho is forced io soft 
at any price dictatcxl hy bis money-lender. 

The .system of pools may he all right if the producers are su/llcientTv 
educated to understand the value of conihination. But then there will 
Ik? tlu' cpiestion of grading the prodiusi ns tho produce of all produeem 
may not lie of the same quality. Co-oi>eriitive iruithod of marketing 
duco is the liest. It w^ill e^lucato the cultivator in the prcKlucticVn and 
preparation for market of his produce, w^iil provide suflicueat quantity 
of produce to make the grading of jiroduce easy and above all it will Mug 
tho producer into touch with the markets anci cxinsumei'fi.” Tim tniKliicer 
need not he in a burry to sell his produce for tho co-operative purclu^ and 
sale society will advance him loans on the security of his produce. 

T have already indicatcKl that except the village money-lender and to 
some extent the c! 0 -op<?rativo sexiefy. if one exists in the locality, ns far 
as the producer is eoncerncsl tliere are no other credit facilities. Co- > 
operative societies have not with fewr exceptions undertaken this hiisineiM. 
But as regards the traders credit facilities do exist and ftltnrt-4#*rm ere<k^ 
on the pledtre of produce is provided hy the joint-st<K‘k hank#. There 
also 4*1^0 facilities are few. Most of the hanks are sitiiaUHl at diict^nt 

places from the produr^rs’ places. Produc*e has to Im carried all the way. 
Many hanks have no gcxlowns of tlmir own. The rates of interest charged 
are also high. Iieing generally 12 per cs^nt and more*. lU?strietions imposed ' 
by banks where tlie rates of interest are low. are so vexatious, the traders 
prefer r to get loans from banks which offer loans easily though the rate# 
of interest may lie high. The amount of loan allowed depenck o^ the * 
natniw and quality of commodity. There can Im? no grievance on 

this aeoount. 

I have already briefly described the part played by the banks an^ ihd 
traders in the marketing of produce. Tlie system is neither advante^l^iia 
to the prodiicer nor the consumer. Co-operative purchase and side . 

societies with wholesale societies at the headquarters of each district with 
brandies at important centre# for gathering tho produce of the 
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u ilu) ideal method. The coiisunier also ^ gain 


diatintpi advantages over marketing by individuals. Every co-operative 
society should get itself affiliated to a sale society situate in toe area 
and all the members of the co-operative societies should sell their produce 
t# the sale society through the co-operative society. 

The6M» sale societies should bo enabled to build their own godowns by " 
means of Government loans on easy terms. Then they w'iM he able to 
hold their stocks against better prices. Jlettei* prices iiieaii better return 
to the producers. 


Products exported to foreign countries pass through merchants and 
mie value of goods is drawn on exchange banks against ahipiii|^g d(g;u- 
ikients. For internal trade facilities aie provided by the ImperiaL Bank 
W ttirough the joint-stmtk banks and the liankers who levy nigher 

It is suggested that tlm op.^ning of more branches of 
The Bank of India may result in providing credit faculities on 

iWtey^termt to traders and producers also. Though this appears to bo 
«fhe ideal ttioihod, T doubt very iiiu<*h whether the Imperial Bank of 
Tfldia^ <!nn ever take tlie places of the joint-sto<k hanks and hankei*s. 
Itow b^t to regulate the transactions of {Tie joint-stock hanks and 
bankim' as to prevent tliern from charging very high rates of interest 
is UT hliitter for consideration. The Imperial Bank rate s:?ems to have 
Jho effect At all on the rates charged by the joint-stock banks and bankei-s. 
'"TOstoaS of opening more branches of the Iinpcudal Bank wdiich may affect 
fft# "ll*an8actiou8 of the ioint-stock hanks, some method of establishing 


illation between the joint-stock banks and the Imperial Bank may he 
ought of. 


remittances arc usually done through tlie post office. The 
lotnt-wtock banks are not able, for various reasons, to open branches in 
TORiir places to facilitate internal remittances. Tn the case of co-operative 
HocwMes the Government have been pleased to grant the privilege of rernit- 


Money through tlie treasury free of chai'ge. The same privilege may 
extended to the public for remittance of monev through the treasui*y 
"tiy dbflffging a small percentage on drafts issued. The co-operative central 
hanks may he enabled to discount hills and hundis. arrangements being 


made for collection even through treasuries wdiere there are no branches 


bf tile joint-stock hanks or the Imperial Bank of India. 


Hundi it also a convenient form of remittance of money from one place to 
another, ffundis are usually of two kinds: (1) payable at sight, (2) deferred 
payment, Stipulated period generally does not exceed PO days and the rnte of 
hitc^st charged Is usually 12 per cent. ITsually the amount mentioned 
Iwindi includes the interest tor the period. There are other 
epeciesvof hundis. All these partake more the charncteristic*s of a checpie 
«J9ayablo to order or hearer or the person in whose favour it is drawn. 
,^ll these hundis are generally discounted loc-ally. They are also held 
middlemen or commission agents. The hundi can he discounted and 
rediscounted any number of times bv means nf endorsnmenfs at the hack 
jjfore the date of collection, it being understood that the endorser of 
hundv IS liable to the holder for its payment. 

■ % is just possible, nay even probable, that roduciion of duties bn^ hills 

may lead to more extensive use of these for purpases of trade. 

^ tJae of railway receipts for raising money is largely in vogue. But 
in view of the various conditions introduced in the risk notes, the traders 
findrii difficult to raise enough money on the railway receipts. Fear of 
incuirinl: loss owing to leakage during transit for which the railway 
compAhies do not hold themselves responsible, deters often the traders 
from raising money on railway receipts. The railway should be prepared 
to make good the loss once the goods are accepted for transport. 

The system of licensed warehouses from the Point of view of the hanker 
and the trader, must prove a blessing, Tn the case of co-operative sale 
societies, the societies build the warehoiises and arrange for ^e sale of 
of jts members, But iu the case of the licensed vrurehQti^eiii 



H ti pfi^uiBwd they nro htiiU atiil iitatiagiHl hy a thitxl party subject i<t 
CerUiip reguiatious) muHi^ tue SStute, uiui the ^ale ot gtKH^ or produco 
otKHiid be done by UitT^ader. it on production of wai'ohoubo roceiptSi 
tho trader rtX'Oiviv« ui a large part of the value of goods^ as long a* 

the wai-ehouM^ are proi>erly iiiuuaged, the banker’s position is sociire. 
*ine only o»>jection thait may Oe urgtHi i?» that il a.vsisiamx^ is to l)0 rendered 
by the Stale to bring these wanuiouM^ into existeiux^^ such help anil go 
to lieiietit the imddleiiiau trader. While no ettort should Iw spaieil t.<v 
. help the prodneetb tluxiugh the co-oi>erativo societies. I think no objection 
i-d'uid 1)0 raised to heip toe traders and the hansel's also, us long as they 
exist and x)lay au uuportant part m the inierual trade of the country* 

1 till ilk tiovernnieiil ^bonl<l reiuler assistance either by coniribtltinjf 
loanixls the cast ol loiistnictiuii oi these nareliouc^e^ or guarantee it certain 
rate ol inteit^bi for a iicriod ol years. 11 the warehouse bysteiu results m 
the incrfai# ol internui trade^ the btate will be moi'c than coinpemaig^ 
iroiu ^ther bourc^es. # 

4 , As fai as the Uistiut ut Alulatiar is concerned, I do noi 
iuoi*tgagc banks laii (>e usetnily btartod and biiccesblully WorkotL i|S^ V lesi 
ol the peculiar nature ot the mnu tennie and the hiu inheritcatm 
the pro(iosed cliange in the laa relating to hiiul tenures mil change iiinttersi 
js still a iiiatUu' lor coiisideiatioii. Small holders or janiius there ai'O* 
are highly indebt<ed and, it Jini> be possible to help these. i ,, 

There are about 20 land iiioitgugo bunks in the Probidency i^Agli £ 
believe only live or mk are aitnall^ uotkiiig. 1 he tapilal ol em^Ji bank In 
luadc up ot bharo capital, ileposits and delkniiuros. Kiub bank is t# bav|t 
a a Diking capital ot Its. 1 lakh, 'i’be Govcrimient undertook to talj^i UA 
ilebentiiies to the cxtenl ol l(s, r>0,<JOU, on toiulition ttiat tlie pnbil0 tOo^ 
up debentmes to the extent ot Us. oUjiXX). It is suid that in spite of^lgl^ 
tact that 7 per cent mteix'st uus ollered it bus not been possible to ruis# 
ttdetiuate lunds loculi}. Proin experience gained it is i ecogniiiMl #hii| * 
.» central bank mil <iionc attract ilebeatnies and that Goveriinieiit Aiwiut* 
ani <‘ in the iK'giiiiimg is alhsolulcly iieces.suiy. \N but loriu biicli ubsuUibUof 
bhonid take bus been tlie .subjint ui iiiucli controversy. The deciai4U ol 
the Madras Government to gnaiantee interest not exceeding b peg «eii^ 
per unman lor a iieriod ol 2b >earb on dolK'iitnres to the extent ol fU* 6^ 
iuklis to be raised by the centiul bunk within u xieriod oi live yeora m 
best metlKRl ol aid. 

No sitirpliiication in the pro<‘cs.s ol loreclosui'c and sale ol land 
event ot non-pu} ineiit is iiecmsaiy as ai4^’ special and easy xuothoa pro- 
vided liiav ieaa to a tendency on ttic part ol land mortgage bunka to becuino 
l/ossesstnl ol land by loreclosure. As the Jtoyul Commis.sion oft t^gnculturo 
111 paragraxih ;i84 state this tendency bhonid be avoided by iakuig “Evo^y 
precaution cukulaletl to ensure repayiuent by the borrower.” » 

The capital of the mortgage bank should bo derivod lait^ljly^ Irottt 
debenture bonds and these should curry guarantee of intorest by <3ovom- 
luent. Long-term deposits, .such as, funds of the insuram e companies mm^ 
also l>e accepted. It ethciently managed, I do not think the guaranty 

of interest will ever iuvolv'e Government in loss. Such regulations as llr# 
netmsary for the efficient inanageinent of the institution should lie imposed 
by Government remembering the fact that the value of debentures in th# 
market will de|)end on the efficiency of the management. » ^ 

The lines chalked out, as a result of the consultations the Govornttionh , 
had with uon-ofiicial gentlcinun arc sound. If debentures are raisf^ at 

0 pet cent interest, I think the lending rate es)^ially being a iong-term^ 
loan siiould not bo moro than 7 i>or cent. The Governmout may also 

distribute the loans under the Land Improvements Act through tlioso 
land mortgage banks, lending their monies at b per cent instead, of 04 
£>er cent as at present. 

Tliere is no other satlsfaetory method for jiroviding long-term credit . 
exc^t through the land mortgage bank. Where security of land ia Wtft 
araiiable, but a particular community, such as weavers, have to 1)0 |redaetne^> 
fram prior debts, I do not any retmn why tho character of the 
vkiuai, his skill in trade or iiidustr}', his earning capacity and his priict|C0>^ 
of thrift should not by themselves 1)C deemed as security W 

loens for clearing prior debts. Of course the amooQt of 



liiloulci (»o itikcti iuio consideraiioit. The fuuchi may lie lout 

operative * Some scheme of debt rodouiptioa abouid be 

deviaed to extricate the working also. + 

Q. Uuleii»)i a thorough economic survey of a viiUige in carried out, it"^ 
i» difhcutt to iitid out the exii»ting indeotediiesa. hjven then 1 fear tlio 
tigures cannot ta* deemed as accuiate. UeneraUy i>eo|ilc are reluctant to 
give publicity to their indebted] ness. 

From the observations matte in the census rei>ort for 1911, it is noticed 
> that the landed property i« sJowly passing into the hands of non>ugriculturul 
creditors and the agriculturist is Jiecoming a mere tenant. It is needless 
to say that the agncultunst Joses all interest in hts proles.sion as the 
|)Ossessioti of land is eertanily the main incentive to produce more. The 
lienehts resulting from his ettorts to cultivate in an cthciciit and lx*tter 
manner are enjoyed by the non-cuJtiv'ating landlord. 

0. There are many subsidiary industries intended to supplement agri- 
Jiut 1 tear tney are slowly disappearing. J he fact tnat the iiroies- 
sion of agriculture itseli is not now so very paying and the eircu instances 
that have driven the agriculturist to incur debt to nuK)t his ordinary needs, 
have ail had a depressing etiect. The agncuiturist believes theie is no lioiie 
f<>r him. Jn spite of the earnest efforts made to encourage hand-sj>inmng, 
it has nbt made iriucii head-way. l^erhaps one of the reasons is that liunci- 
spintiitig cannot be the subsidiary industry lor all areas. Moieover, the 
return is not coniuiensurate with tiie labour involved. 'J’he survey of cottage 
industries curried out by (jlovenimciit has bi-ought out certain intormation 
relating to subsidiary industries* existing in different districts and their 
j[>rescut condition, Itiosc reports should be carefully con'sidercxl and methods 

roviyc such of them as can be usolully and profitably revived should be 
il^vilSed. The State should even l>e piej^ared to make experiments with the 
full liope of achieving tangible results. 

The best organization to undertake revival of subsidiary industries 
is Olio based on co-operative principles. It will posses.s all the advantages 
UU ordinary co-ojierative society possesses. Hut the i)c]mrtii»ent of 
industries should give their advice freely aiur promiitJy and if necessary 
evch lend the services ol their men to start and supervise the working oi 
tnuso industries in ttie initial stages. Organization of subsidiary industries 
is absolutely necessary to enable the agriculturist not only to use his simro 
time profitably but also sujiplcmeut his income from land esjiecially where 
he IS leading a pi'ccurious existence with no prospects of improving the 
yield from the laud in spite of his best efforts. The organization and 
manugoiueiit of subsidiary iudustnt^ is us imiiortant as the huancing of 
ttgrieulture. 

? The question of securing necessary capital to carry on such enterprises 
has always worried those who have undertaken to run these organizations. 
TE© centpil banks always hesitate to lend to those societies as they are 
generally organized on a limited liability basis. Moreover, the rates of 
itfterest charged by the central banks are too high and the ■ societies will 
not be able to x>uy at least in the first few' yeai*s such rates of interest. 

amount of loan git^eii will not be enough for the working capital and 
the purchase of implements and the period of repayment will also be too 
short especially if the loans are used for the purchase of materials. In 
foot Mie central banks are reluctant to finance such co-operative organi- 
iatio^. The best method of financing these organizations is for the btate 
%o advance loans on easy terms. Under the Land Improvements Act loans 
are given to agricuhitnsts. Similarly loans may l>e given to co-oi>erative 
organizations started to improve the economic condition of the agricul* 
turisi by means of subsidiary industries on the same terms as those on 
which’^^oans ai'e given for land improvements. If the State could give 
loans to fi^ermen societies for the purchase of boats and nets, it stands 
to reason that they sliould be too ready to do so in the case of agricul* 
tnriste. From the very nature of the transactions in the central banks, 

I gl^onglv fetl that the central banks are least fitted to advance loans for 
t^ on^nip ition and working of subsidiary industries as such loans would 
l^ttMiftlly be long«term loans. 1 ma>^ go further aud say that the loans 
Ipiven (or this purpose are really meant to relieve chronic distress of the 
ogriniiltturiat by enabling him to increase his income and the Htate should 
in advancing loans. The State Aid to Industries Act 



been and will not bo of uineh Uj&o cyi ilia foniiaUiieu tu Ih) abiiot^cd 
many and tbo Hovtirity to ^ olfforeil in high and tho co*^ ^ 

o^rative 6octviit.*Q> wilt Bud it ditficutt to satmy all tiiov.^ miuuomouliii* 

'I'horo h» another t^riouh diMculty which sdroiild Iwj »oivod if 
organ laatiotiH lor tho encouiageiiieiit ot inilaiidiary industries^ aix; to ho 
succobslul. Capital re<|Uti'cd may be found, men may Ik? mduml to worR 
and the neco^Ml»ary organisation may Ik* set up» But all these aid l>o o( 
no arail it a ate^y market is nut found tor the sale ot finishe<l prmUicts, 
iabrWer much may be the financial help received iroiu Government or 
some other agency, unless goods are soiu as they are luanulucturtHl all 
incentive tor proauciion will be lost and the organisations will be iurced 
tu stop work. Then only > such articles ns are in demand should Ih) pr<H 
duced aud a uniform staudurd oi quality should he manituiued. 1* torn 
e\|»erieiK*e in regard to huud>toom industry I am inclinod to think that 
il the members are uIIowikI to munutacluro goods in tlio:r own' cottages, 
however miK'li we may attcmx>t to stundurdiae the quality, we shull not 
succeed. It these industries liave to coini>ete siicceHstuHy w’lth other gooils 
111 the market, 1 would strongly advocate tho organ i&at ion ol small co- 
opcM alive luctoiics in preiercn<*o to inUustnes earned on in cottages. 1 
snail say more nhoiit this in reply to the next question dealing with 
hand-loom weaving and tishery. 

6-A. The answer guen in reply to question 0 is appiicahh* to hand-loom 
Weaving, VVe arc (onductnig iwo weavers' co-operati\ e siKieties on hchalf 
ol the Devadhar Malabar Itc'con^ti uetion Trust, Calicut, iii a place called 
Tanui'. The mciiil>ers belong to two wea\er tillages. In the hoginning 

lor want ol lacilities lor the joint jiurchusc of yarn and sale ul tmishod 
goods, money loans were given to lucmhcrs prosumahly for tho purpOHi) 
ol purchase ul yarn. It is doubt! ul it all or Home of tho lueinberH used 
tlio uiiiuunts loi tlie pimhasi* ot yarn. Repayment whvs slow and irregu- 
lar. A stage was reached when we had to eonsidcr seriously the question 
oi eitlier ending oi ineiidiiig these societies. It was domunatrahly clear 
that money loans had only resulU'd in deiiioruliKing the ineinhcrh and 
tlicy had resultCHl in increasing tlicir indobtednesH without corresponding 
iKuieht to the iiieinbcrs, 'J'his was the ea.se when the Triint was sparing 
no etturU to educate the meiidicrs on the principles ol co-operation by 
means ol lectures ilUistiated with mugii* taiiunn .slides, night schools and 
other means ot propaganda. When all these facts wore piac<‘d fK.dorc tho 
memhers and they wei”e asked it they were in lavour oi liquidation of 
societies they ununimously rcsulveii against liquidation and also grant- 
ing ot inone> loans. Ttiey rcspiested tho trust to arrange lor the supply 
ol yarn and pioiiiiM'd to deliver the linishetl gooils to the societies laung 
c*onteut 'only to reeeivo the wages fixed ior dilleront kinds ol I'loth alter 
due eon.sidcrutiofi of all relevant eii euinstam-es. MciiiIk’is who owed 
moneys to the societies also proinistHl to pay out of their daily wages one 
anna towards tho principal and interest. Though most of the menilH'rs 
olicred to tako mlvantage of the system, not being sure ot the results, 
we had to l>e cautious and the panehayais agreeil to help only thosCt who 
bad evinced keen interest in the ivorking of ihe>se tsK'ieties and whose 
previous conduct w'as not altogether reprencnsibic. But it must also be 
stated there were also a few among the iiieinbers who could not take advan- 
tage of the system, however anxious they were, as tlioy already owtxl some 
monies to the iniddlenien in the villages for whom they had to work and 
return the finished goods taking such wages os were paiil U) them. Theirs 
was a case w'hero people w'ho wished to help themselves, could not lie IioIikhI 
owing to their prior debts and tho resultant evils. Having accepted tho 
moral responsibility to help them, the Trust had to manage to ueeurc tho 
necessarj’ finance for the purt*hase of yarn and payment of daily wage's and 
at the same time make arrangements for the sale of tinisheil goods. Tho 
Trust agreed to deposit Rs. 200 and Its. 100 respectively in Kattilangadi 
aud Putnentheruvu societies. This was not enough as most of the paid-up 
share capital was locked-uji in overdue loans. The District Bank w'os 
reluctant to give loans to the societies even though tho so<*icties had depo- 
sited all their profits without paying oven dividend-s in the ix^rjo fund, 

‘ and held shares in the bank. Fortunately for us and tlie societies, a go^ 
friend who is a yarn dealer and who is interested in tho uplift Wdt'k of 
kind in which we are engaged, offered to supply yarn and also nnder^ 
took to purchase all the finished goods. This system continned 'Vrdtk 
satisfactory for some time. But considerable difficulty was e^||>el1etCce4^ 




in Jlandardtjsiiig 4 li» quality id cloth prepar|p} a|t the cloUi pixqiarcJ bjf 
%rne weaver dittorcd i^onv^J^Uidk oi auutl^r, ^ Hwviufi^ l>ecn accustomed to 
irregular and ©a.Hy going nrethods, not haliiiig been uhjOcted to any 
PIk# ^ hard task to make thorn regliae tliat goods prepared 
bo lei tUa auulity,"Td^uit'ed by the cH3tt|AfMker ii#id tiiep should boot 
^^^i^driti qutdity^ l^reuvoi^ tlie goods were not supplied ^ time though 
IF thejl iiad wprkod^j^ at least six hout*!, i>eir dny they com- 

tlpj orderly in 111110^1? Ju spite oi our host eduThM* Wwi^qwalM^ 

^ttie ux) to the standard and the iriend to w|iom we ^ipX>ited gpods 
eomehow managed to dispose ol goods even at ie#, |>rdhl^ Jluji, this could 
not go on long. Mtireover, be did not liK© to tal^&jlgy more risk^^ 
Meanwhile, owing to constant check, propaganda, 
slowly being brought up to a unitorin stanciaia. 

only to supply the yjirii on three months' credit but ralused^o tmdei^ke 
the sale ol tinished goods, we were at our wit’s ends. We did not know 
what to do. We decided to i)ut them on the market by > advertising the 
goods. Owing to the kindness and courtesy ol the Madras and J^oona 

dailies, our goods were advertised Iree ol charge. We did succeed in 

clearing large stocks. Friends also oblige<l by purchasing their require- 

lueiits irom us. >Jow we are somehow managing to clear the goods 

though olten a largo stock is always on hand. Ihe financial condition 

IS Uiwavfc x^^‘t^‘i‘**bms. C'o-operative institutions in the district and else- 
where have not been helpliil at all. The ac^avers still follow primitive 
^cihods in weaving. There is no capital to lend them to purchase improved 
uiii^ieiiients ior weaving. Even il the capital were available, as the 
quantity pruduced will ue nnich larger thaii what is produced at present 

the ditticulty oi* finding market for all the linished goods will increase. 

80 we are x*^*^^t;ce denying to the weaver the x><>^d)ility of increasiui^ 

his earumgs and bettering his economic condition. This short history ol 
the working of the weavers’ societies leads mo to the following 
conclusions : — 

( 1 ) That eo-operative factory system is preferable to ensure uniform 
standard ot quality of cloth manulactuied, to eiiiorce regularity oi work 
and the period of daily work. 

(2) The Stale should advance Joans on easy terms lor liipiidating 
the iJiior debts of members. 

(d) The State should also advance loans on easy tcums for tlio purchase 
of fill x> roved inqilemeiits for weaving. 

( 4 ) The State should organize a central store for the sale of finished 
goods. 

( 5 ) The central bunks should be required to sujipJy the Required 
W’orking eax>ital to the extent of at least the resers'o fund and tho paid-up 
share capital of tho societies. 

It may bo argued that the system of loans hy the Btate is against co- 
operative xirineixiles and so on. Even now" the societies aro x>©rmitted to 
j'eceiv^e dexiosits and tho State can as well give the amount as deposit. 
The Government have already seeu the need to grant loans to fishermen 
societies for tho purchase of boats and nets. A similar concession may be 
shown to w^eavers’ swieties especially where recognized organizations like 
our trust are conducting and supervising these societies. As regards the 
adoption of the co-operative factory system, there can be no doubt regard- 
ing its advantages. It is well known that the fish cured in the fish- 
curing yards maintained hy the Fisheries Department, is of a better 
quality and the conditions under w"hich fish is cured are more hygienic. 
It is in the interests of both the producer and the customer to adopt this 
system. 

As regards the fishery industry, 1 think the fish-curing sysUnn adopted 
nertv is the best method. But tho fish-curing yards should be slowly made 
over to the fish-cui'ers’ co-operative societies organized for the purpose. 
Xheakd societies may in the beginning be worked under the sux>ervisioii 
of tlip. Fisheries Department. Moneys may be advanced by Government 
to thiis^ societies to make necessary arrangements for tho construction of . 
ceinew^d platforms, etc., so as to ensure curing of fish under hygiepic 
conditions. The amount may l>e recHJiiimd by means of cess os the cost 
of construction of the fish-curing yatds is now realised hy means of cess. 
Arrangements should also be made to oi'ganize the market for cur^ fish 
lk> jfchat the producers may be benefited. The system of granting loaxu 



Ibr^ tUe co-o|*ertttivc ^ocleticfti for the piireJiaMi of and nofe tlionld" 

b» extended and the tetRM^ on wbiclt the loans are £ranto<l shouMt he 
made easier, by pri!hiigiii|; th# i>eriod itf^n^ayment, by r<Klucing the 
rate of interest, etc. . ^ 

Similar ofganiiatlons eia^ix>^})^ liasia, may be MiP eUNe 

omail Industrie# aed similar mncm^iom may he sliowu to thent. A reetraf 
stores fee the sale^ at aQ the finished prodxxci^ gf tlie varftius stan^kh 
timuld bo eaeaiiieid at a eonvenient oentro. tmaH lie %he of 

thimi stores t#t keaiit^ itself in touch a*ith the t^uircnien^ of Uie uiafhi^ 
and inform the a®liated eo-operative H<K‘ietics the kind of cocsls tbift ’wiW 
' Ihid a ready aite {a the market. Whether these stores should also finance 
tha a ffltia i l ad a a det ies for their working capital or the Cbivxouiuent loans 
should pimr iln^^ this central organ iKatioii is a moot question. Tt. is sug- 
gested the etores may also mirchase wholesale the ran' materials recjuired 
for manufacturing This function the sion^H may usefully undertake. 

But the Rocietiaa may he given the option to iitiliise or not the sevviees of 
the central organ iaation for the purchase of their rcH(uireinents. 

7. The Imperial Bank of India allows overdrafts to central hanks and 
the provincial hank on the se<*iirity of the pt'omissorv not4's of the nnlimited 
liahility societies on tlie iwoinmendation of the Begistrnr Co-openilivo 
Societies. As regards the joint-stock hanks and the indigenon.s hanks, 
overdrafts are also allowed by the Imperial Bank of India on tlw^ sei iiriiy 
generally of Government sefnritie.s. 

The co-operative hanks have largely to depend for llnance 

the denosits of the niihlii- and the lo/'a! bodies whicli are fcfenOrall.v short- 
term deposits. Bo they eannot possihlv he lent to eivOnerrttlve soi'ictfcH 
for long-term purposes. There are certain purpotjes relating to ngriculturo 
for which loans can neither he termed as short-term or long^ti'rm But 
the loans advanced are short-term loan.s though tlioy are itloah*} for long- 
term purposes. Bo the so4*ietie.s are not ahle to realii»Ee Tnoneys in time 
and so large overdues nro the re.siilt. Often the niemherH are driven to 
gfs-k the a-ssi-stance of the village money -lender to pay otf tho does to the 
co-onerative societies when too mucVi Tiressure is |>ut o»> tliem. Now the 
policy of the cent»*al hanks i.s to rcHtrict loens to societic'^ onlv for short- 
term purposes. This has n^snlf^^d in plefhora of m muo both in the 
cential hanks and the proriiK'hvl luink. If the .srsimn of prejiaring nor- 
mal cre^lit statements i.s intriKliiced and made compiilsorv arid if fapacilv 
to earn and bonesiv of Tne?nl»ers cc<* tilso taken into consideration in lend- 
ing monm's, there is no doulit all the inonev can be ahsorltr^/l foe wort- 
term pnr»^o««s onlv. As regard*; long-t«rm cnoital. I think the linoerial 
Bank of India should lie prepared to advance more monev to central banks 
on the seeurity of nrooiissorv notes of unlimited liahilitv societies. As 
things are at present the central hanks hace verv little eapital for long- 
term purposes. Bo the co-oi>erative sfwieties cannot lend for long lenrt 
mimeses t*owever df»si»*nhlo mav be do so. The immibers are there- 
fore forced to go to the village money-lender. 

It is ilifTicnlt to assess correctlv tim cx^ »'f» capital re<pni’ed for finuru'ing 
the f*o-opera t i ve movement either in the distrk't or in the province B»»t 
it i« said that the co-operative mm’emont .supplks onl}^ ahoiit one tenth 
to one-eighth of the capital reriuired. 

There is no keen competition !>etween ibn joint-stock hanks and the 
co-operative hanks. Kven in the matUn- of deposits, in view of the fnet 
that the central hanks are RuhjtM^*! to Gove*nrn€mt inspection and audit, 
people ar** anxion* to deposit monevs in the centvnl hanki* tb^oigh ihe 
rates of interest oflercxl are bv far lower then tbow*. offeretl by the ioint- 
,sto<*k lianks. The spheres of <heir aHivHjes differ. Tlie m-oeerativc hanbs 
edrance won<»vs onjr fr* sor;ie+»^ *»nd the co-oporntivc societii's are prohi- 
bited from having bnsinoj^ relations with persons other than mendierK. 
Even there the memliers cannot secure all the rroflit nece^^^an’ for pur- 
po^eg of ft ade qvi not e’^^^n the urban banks are permitted to negcfiiite 
hills for individual ci‘«toP‘^ers and discount their demand drafts ^ Tlieso 
duties are performed bv the ioJnt-8tor*k hanks Fxtension of business^ 4it 
the central banka at least of urban hanks in the lines in which tlje loint- 
sto<*k hanks are engac^ed will he verv useftd to members. ^ A si^gmtlon 
made hv Mr. V, T,. Mehto of Bomhav in his lect»irr*« delivered at the 
ITniversitv of Mvwire •^u the soKie^d of “ Co-operative FjiiaiK^ ’* Biny laji 

H^ully qnoted h^r<i for eomidergtioii» 
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** Co-0|KJratTvo ho('W’(u*s are |)^oliil»iUNi from having liu^itie^s ivlatiotiji 
witli jperiM>iu» ot 4 ior than memfa^rH ffnd central baiiLs from undei*takiag Uia 
financing of indivicJuala. All f§rpc« of societioa are, howerer, permitted to 
receive deponite from inoinbei’8 as well as tton-metnbcn) and in some pro- 
ftHlees central lumkB and urban hanks (non-agriculiural credit aocietiea 
eritb substantial resources) are j>ermitied to n^otiate bills for individual 
Customers and discount their demand drafts. Tnis is a very useful line of 
bnaineis, but central banks would do well to confine their attention to tl|e iesu- 
ipll'fpr discounting of demand bills for toistomers while urbi^l banks may 
negotiate usance bills on )>eha)f of memliers. As the central hanks repros^t 
merely n stage on the road to federal financial organisation, it is undesiraUe 
to complicate the mechanism and introduce a conflicting and competing ele- 
ment by permitting them to finance individuals. If, however, circumstances 
render such extension of business very desirable in the interest of the 
movement as a wliole, it should be restricte<l to advances against deposits 
in the banks themselves against Government seenriti^, or with a view 
to develop agricultural supply or marketing on the security of agricultural 
produce or requisites held in stock.** 

The following concessions may lie grante<l to siimulflte the growth of 
tho co-operative movement : — 

(a) Inclusion of debentures issued by tho provincial banks and land 
mortgage hanks in tho list of trust securities. 

(h) Exemption of all societies from profo^ssion and other taxes levied 
by the local bodies. 

(c) Investment of insurance funds as long-term deposits in co-operative 
hanks. 

(d) Investment c^f trust funds in tho purchase of del^ntures. 

(f) Exemption of sul*s(»rif)tions to provident fund sehemos eonduetod 
by the eo-operative soeieties from income-tax. 

//. — 7 n c/if/ca o im ha n J : / /» 7 . 

1. The indigenous hanks and hankers provide credit by discounting 
hnndis by issuing accommodation hundis. Tn fact hut for the indigenous 
bankers the timber trade of Malabar would seriously suffer. I shall 
quote one instance to show the part plaved by the indigenous hanker. K 
trader secures contract for the .supply of 8looi>er.s to the railways. But 
ho has not enough money to offer advances to suppliei's and unless he 
does so ho will not he ahio to fulfil the contract. So he approaches the 
local hanker and places all the facts before him. He secures some amount 
and a hiindi is drawn. The hankm* endorses the hundi and reeeives nav- 
mont from the Imperial Bank of India. This accommodation providcvl 
for tho contractor enables him to fulfil the oontraet. It does not matter 
what rates are charged hv w’ay of interest by ^he hanker ns tho volume 
of business lie is enabled to do and the profits derived therefrom are moio 
than what he pays ns iiitorcsi. 

2 . T have already staiev] it is the well-to-do agriculturist money-lender 
and the village trader that finance agriculture mastlv. Tn urhnn areas 
the indigenous hanks and hankers do finance trade by providing the 
necessary credit facilities renuired in the process of marketing. I do not 
think any assistance is rendered to industry. 

3. Tho amount of capital invc.stod depends on the position of the 
banket's, for if they pos.sess the iif^cessarv credit, they can secure cash 
orbits from the Imperial Bank of India. They do a large volume of 
business in that case. But their expenses are very little compared wi(h 
what they are in an organized ioiiit-stook hank. Their system of accounts 
mav not he as good as in a joint-stock hank. There mav not also he a 
unilorm method of keening accounts. There is no relation between indi- 
genous hanks and hankers on tho one hand and tho co-operativ-e lanks 
on ^ other. As regards the Imperial Bank of India, it is utilized for 
the ^rpose of seeurincr cash credits and for discounting hnndis. I think 
the iolnt-stock hanks have very little to do with the indigenous banks 
and hankers, for they often compete with each other and as the credit 
facilities are offered inore easily and as thev are pi'epared to take mo-e 
risk indigenous banks and bankers do more business. The ioint-stock 
banks are often forced to do business only in gold loans and to some 
extent produce loans. 

4. This question has to some extent been answered already, 
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5. The terms on which loans are offered are not favonrahle at all to 
the borrowers. The rates of interest charged 01*0 very high ranging from 
tS to 48 per cent. In many cases and in the ca>je of small loans the inters 
eat for the period for which loan is taken is deducted from tlie principal 
befbre the loan is given. It is said often the interest paid before the 
expiry of the period of loan is much more than the amount of loam itself. 
But the security demanded is not so very rigotxtus aus in the i'u.st> of joint- 
stock hanks. The indigenous banker takes me risk which no other crtulit 
orgaiiiBation can take. Barely he receives deposits nor are people unxioiis 
to keep deposits with such hankers a.s they know that their business is a 
risky one. If ho fails <ir gains, it is his business or the businoKs of a few 
individuals mIio have jointnl in the business. These bankers usually in- 
vest their own money in money-lending business jind also soinot tines obtain 
rash credits from the Imperial Bank i)f India or some j<iint-st*x*k bank 
on the basis of their credit-worth moss. Rome hankers run kuris or chit 
funds. The necessary capital for their business is stHainnl in tbis any 
by continuously iiinning kuris one after another. 

T have ali-eady indicia te<l the part played Iiy tlie village money-lender 
ill financing the agricultural <*omniiinity. The oiil.i wa\ to oust him 
trom the field is by organising co-operative soeielit>s and financing in time 
the agricailturist ior all his legitimate ntHuls. li this is done the rate of 
interest at which tb(‘ village money-lender leiuls ninne\ will also be 
rediu'cd. This is the only way. Till that is done the village money-lender 
is iiets^ssary for the (s>mmuiiiiy us he plays an important i»art, wJiaiever 
may bt> the (smditions under which ht^ (h»es so. There is lai doubt the 
re<luction in the rates of interest would improve the economic lomUtion 
of the agriculturist. 

7. There i> always prejudice against ilu* iiidigen4Uis hankers. But 

owing to the tei'hng of hclp](‘ssn<‘ss, their pisNOiice is not only tolerated 
hut oven wehomed. In tlair nhscnce then* is no ageiicN to provide the 

iioces-sary (Todit facilities. 

WhetluM’ tln‘ law ])rotects them or not, tli4‘y protis-t themselv4*s liy 
being caret ul in their d<»almgs ami always safegunr<ling ilH*ir interests 
by all possible means, 1 do not think any protection or facility should ho 
extended to them. 

From r* business point of view^ T have no doubt the indigononi 

hunkers cfindnct their business on sound lines. Thev take every pre- 
caution to sec that their monies are not lost. Th<*y iiorrow' if necessary 
from others at a low rate and lend at very high rates. Tt may he the 
dealings of all mon<*y-lend<*rs may not he fair especially where the igno- 
rant and illiterate Iwrrow'cr is concerned. 

The following suggestions are made to remove the defects- — 

(1) Begistration ol money-lend^os. 

(2) Insistence on keeping accounts in a jirescrilK^d form. 

(3) Fixing the inaxiintiin rate of interest chaiged. the rate being two 
or three p 4 M- cent moie than the Imperial flunk rate and thc‘ <‘\tensi\e use 
of the Usurious Loans Act. 

(4) Encourage the money-lenders to form themselv<*s into companies 

by making that a condition pren^edent to any accommodation from tho 
Imperial Bank of India. 

(b) Fixing the maximum raters of interest for d<‘posiis w'ith !efep'‘nce 

to the rate of the linperial Bank of India. 

(6) Accounts of money-lenders being made subject to scrutiny by Gov- 
ernment Officers at any time. 

(7) Insistence on filin/ a statement of audited accounts annually with 

the Ilogistrar of Joint-stoik C’om panics. ^ 

8. If by the suggestions contained in reply to the last quest i<iri are adojite 
ed, not only w^ill they improve and consolidate the p^>sition of Jiidi^nona 
hatLkitig system but alfik> remove the odium sometimes unreaso^lw at- 
tached to the business ot money-lending. T have already suggests that 
facilities by way of cash credits may l>e given to indigenous nankers mi 
aatisfying the conditions suggested in reply to the previous question^ In 

89 
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'course of ilm© they may all approxiinate to the joint-stock hanks coming 
tinder the operation of the Indian Companies Act. It may 1>© the indi- 
genous banking community may oppose the introtluction of any measures 
regulating their operations. But the State should do so in the interesta 
of the depositor, the borrower and lender. Tn view of the advantages 
accruing to them, I am sure they will nil reconcile themselves to such 
regulations. As long as transactions are above board no one need fear 
publicity. 1 licliove ]>ublicity will also have a beneficial effect on the 
unscrupulous inonoy-londers. ^ 

9. If facts are wliat we generally hear, only in rare instances the indi- 
genous Imnke?- suffers losses. In siji*h cases it will l>e generally duo to 
his carelessness. ITsually he will en.sily make not less than 12 to 15 jhu* 
cent afttu’ innking all tlie allowan<*cs mentioned in the question. 

10. TTsiially horrowers go to indigenon.s bankei-s when they cannot get 
nccomniodation elsewhere. The (*nse with which loan can be soenred and 
the facilities offered for repayment are attiautions for improvident poi*sons 
who generally apply tlie loans for nnprodm'tive purp(>ses. In view of the 
high rates of interest charged the secuiity offered nwd not necessarily 
ho so good as for example the joint-stock banks insist ujion. Once a 
borrower gets involved in any transaction witb an indigenous bunker 
ho goes on borrowing paying bigli rates of interest. 

11. The only way to bring the iii<ligcnons liankers into an organiKod 
banking sy.sUnn is to lay down the restrietions already suggested. The 
indigenous bankers may be represenU'd on the local directorate of a branch 
of the central reserve bank by their represcnitativc'. They may serve the 
purpo.ses of du))ashes usually employe<l by recognized (inns. The business 
done by these bankers cannot be dcnie ))y the ((‘ntral reserve bank. It 
shall remain the financing agency, the indigenous bnnk(*rs. joiut-stoek banks 
and co-operative banks doing the credit business. The cential bank may 
W’holly conoern itself with financing of oiganized industries. A clear lino 
of demarcation of the functiems on the liiu‘s suggested or some other 
lines may bo laid down. 

12. The surpluses that may remain with the indigenous bankers cannot 
Ik 3 much as there are people always in need of credit, ot one kind or 
another. If the maximum rates of interest are fixed, 1 tliink all the monies 
at their disposal will be absorbed. If money still remains in tlieii* hands 
they may be induced to dejiosit the same in the ((uitra] reserve l)ank. As 
the difference betweem the lending rate and the rate of iuUuvst on deposits 
will not he nuuh, they will gladly do so. But they should bo enabled 
to draw^ their moneys at short notice' if tlic jnarket conditions demand 
such a course, 

///. — I nvfstutcnt Jtahii uml <ii f rart ioft of ropiiol. 

1. So far as the professional classes are concerned who understand the 
value of investment, there are sufficient facilities for i»ivesting their 
savings. Tlie various c*o-oiK*rativo and joint-stock hanks do secure largo 

amount through deposits. The investors belong to the middle classe.s and 
are chiefly salary earners. Hut the rural poj)iilation. T mean those among 
them wlio can afford U> iiave savings, either invest in the purehase of 

lands or in jewels. It is sad to note that persons who ought to know wliat 
investment means, often ])ut their savings in nn remunerative purchases 
hut, at the same time Imirow at higher rates of interest for busijiess. 

There is n great deal of .sentiment in favour of investment in lands and 
luMises though the return is much, less than w’hat investment in hank.s 
would fetch them. They consider such investment as safer than in any 

other form. But if the banking system reorganized and the State starts 

a central reserve hank with branelies all over the country I think the 

investments are .sure to rise. A great deal of propaganda may he necessary. 
One of the methods of increa.sing the investments habit that is generally 

popular in this part of the country is the kuri system. 

Some method by which the rural population also may realize the 
advantages of the investment habit -should be devised. Except in the 
form of sliare capital, the co-operative societies have not attracted at all 
any savings. They have, on the other hand, increased thfir borrowings 
and mostly for unproductive purposes, 



A National Savings Movement siuitlatr to that mauguruUnl in Knglaad 
ittjiiy be thought of and it may Iw started by the Government, through 
the post oftic‘t»s and cni-operaiive soeieties. 1'he ivdopted Hhoufd 

b© simi»le and uiidei*>>tandal){e. Every efu^miragernent shotnd also l)e 
afforded to organizations that nuiy Ik* started for i>ushing this movement 
by means of propaganda. 

2. The l\>stal C’asli feitihcates are not very popular. One method i»t 
popularising them is to issue them even for smaller amoiuits and tlio 
payment ot iuterest at a slightly higher rate. 

The savings banks no doubt allonl facilities to the pul)lic. ifut the 
rate of interest paid should be laistHl. Also withdrawals should be per- 
mittenl iiieie than once a week at least up to a certain amount. Poor 
people wJio invest their small savings if they are not permitted to with- 
draw more than once a week are often put to much inconvenient^. Gene- 
rally oniy well-to-do < iassc.s resort to iiivestinent in saA ings bank.'-. 

Of tenrse all banking institutions can be deemed to be competing with 
one another. liut that need not prevent Government from attracting 
uivcstfiicnt of savings of i)oor people. Moreover, people liavo greater 
faith in institutions run by the Governmoiit. 

•}. 'J ho rural potiulation have no idea of Goveriiiuent stH-urities at all. 
It is a lorm ol mvcstinciit that d(H*> not apjaml to liiein as the leulizatiou 
ot monies whoiu'ver tliey want cash l>y the sale of se<urilic.s is a tmitler 
which only tliosc ^\lu) ait* in touch with the share niarkt't can understand. 
During the War, when War bonds had to lie sold, a great deal of propa* 
gundu hud to he done hy Government ofliciuls tor inducing tlie pulilic to 
purchase them. 1 think it will he some time l>efore any special facilities 
that may he afFonlecI to the small agnculturists will he availed of. Spreutl 
of education may lead to such a result. 

Monies received hy the sale of produce, if anything remains at all alter 
paying tlu. loans incurred for agricultural purposes^ will he ietained in 
their iimids us the possession of cash is ttousidoied a sign of prosperity. 
If at all they invest, they will do so in limding monies to their needy 
neighbours and fellow agriculturists with a ' iew to realize them whenever 
tliey want cash. Some invest in the jmrehaso of iamls and jewels. Tlio 
terms on which monies are lent depend upon the lelatioiisliip that sub- 
sists hetweeii the horrowci* and the lender. Tlio horiuwcr docs not grudge 
to pay even higher rate of interest. 

4 . The aholitioii of stamp duty on che<jue.s lias resulted in the increased 
use of cliCHjues for even small payments in urhan areas. Dut it is douht- 
lul yet to say whether it has definitely increased the investment habit, 
for there is still a feeling lurking in the iniiids of many that only the 
rich and well-to-do can afford to luive accounlH in hanks. This is a wrong 
notion. Moreover, in .some hanks people have to wait for a long time 
to get cheque.s cashed. Po.ssession of chefpie.s till they are lasljcd is not 
yet considered us e<|uul to possession of cash. The urhmi popiilution and 
there too only traders and profe.ssionul cla-sse.s use clic*<jues. I doubt very 
mneh if the cheque habit has grown even among employees receiving do(;ent 
salaries. The system of issuing cheques in lieu of cash payment for 
ciiiployoes receiving Rs. KX) and above may lie tried. As always pur- 
chases have to be made in cash I doubt very much if such a system will 
lie popular. The use of vernacular wripts is sure to popularise cluM|ues 
and endorsement in vernaculars should l>e accepted. 

5. Ranking and investment habit as understood in text books on bank- 
ing may be of slow growth in India. Rut the hoarding habit cxcex»t per- 
haps in regard to jewels, is slowly disappearing, investment for saving 
is found in the purchase of lands and nous<^ and in lending to their 
neighlmui’s. What is required is to promote investment habit by the 
exercise of thrift among those with small incomes and the working claasea* 
Not only intensive propaganda should be earried on amongst them but 
also such facilities as are neces.sary for the exercise of thrift and promo* 
tion of investment habit should be devised. I have already made sugge^ions 
to provide these facilities. Any scheme that may be adopUnl should also 
provide for the withdrawal of their investments in times of need. 
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The re&uit of openiug uow branches of the Imperial Bank of India 
aeema to havo affected advcn^ely the joiut-fitoek baiik». It would have 
been far letter if brunches had )>een o[^>oned in places where the branchca 
of the joint-stock batiks do not exist. Now' tfie joint-stock Imnks feel 
tho Itnportal Bank of India is out to destroy ihoni by coiniiotittg with them 
ill thoir business. The indigcUous bunks uiid bankers do not entertain 
such feelings as the l>usinc*ss they do is helped by the imperial Bank of 
India. Suggestions have already l>eeii made (1) to fix the liorrow'ing and 
lending rates of the joint-stock banks and indigenous banks and bankers^ 
(3) to treat them as du bashes or shroffs through whom the trade of the 
counti'y can l>e financed by allowing them cash credit to the 
extent of at least half the amount covered by the hills disc-ounted and 
cash crcnlits allowetl to tradei*8 and (tl) to induce the indigenous bankei*s 
to form into corporations by offering such facilities as are granted to 
joint-stock banks, if they are given effect to, the imperial Bank of India 
would have done its duty, if necessary, the officers of the imperial Bunk 
of India shall have access to look into the accounts and books of these 
joint-stock hanki^. Periodical meetings of the representatives of the 
joint-stock banks and the Imperial Bank of fiidia may l)e held wdien inat- 
tei*s relating to hanking may Ik? discussed and the line of policy to Ik? 
followed may Ik? agreed upon. 



Written evidence of M^Ry. c. 8. OARAPAIHI RAO PlLLAl 
Avargol, BA.., BX., Chattram Superintendent under the 
Tanjore District Board. 


/. Aoriculfiuvl credit and credit fucilitiea for amuH indushict. 

1. Seventy-five per c-ent of the ugricultuiists borrow for the eultivation 
ex^nses fi-oin the mouey-lendors, professional or otheipise, of the iiearoit 
town or from the neighbouring lugger land-holders or iiiirasidars. A siniill 
whaT*b?B* IS incapalile of any investiiient in pennaiieiit improveiiieiits except 
«ot ‘-otitribute. During failure of i.ioi.sooi.s, « small 

ijot, 1.0., tile peasant proprietor borrow.s money from the persons men- 
tioned supra. The rates of ii.torost generally vary from 3 kalmiis o 
o kalams or m cash fro.ii As 14 to Jls. 2.' Mmioy a.lvanml to, the 
cultivation expenses is charged only on the produce. The contiact i.s 
eithei oral or by an unregistered imielialika. Except the pciMiiis mentioned 
supra the part pl^Jed by the liuiiks of various denominations, so far as tho 
io per cent ot the total agi iciiUiirist.s are loiicoriied, is nil. The scope for 

impi-ovemeiits lies m aniemling the Act in such a way as to the i Jot 

to seemre the nioiiey at tho <niickest possible time with a priority of charge 
over the land for the nioney advanced for the piirpo.so of iinproveiiient or 
cu tivayon expenses. The whole thing should he maiiugod tiv tho jXgi i- 
cultural l>epartiiient niicl not by the Keveuue Depaitoient who will have a 
tendeiK;y to adjust the loan towaids the arrears ot ki.st in their anxiety to 
show ml hulance in their tirkiys. Ttie ryotwari tiaet .should h(> eonveniently 
divided into hank area ’ with laud mortgage hunks at tlie priucinal 
stations witliiu arms’ reach ot tlie ryots. The hank should he supiil ied w itli 
correct record ot rights to onuhle it to advance loans. 


2. The only way in which the Government could assist is to open ware- 
houses ni important principal stations with a view to control the prices 
during the time ot coinhiiiation amongst the nienhants to swell the prices. 
Iho Goyerniuent could purchase article's during the kisthandi season when 
such, articles could he obtained at cheaper price. By Government 1 mean 
the noii-credit co-oj)erative society in which Government has a ilirect 
interest. The scheme is teasihle it only a thoroiigidv honest mU ot slat! is 
guaranteed. The system oi business, as it is, is very ‘Himi)le and the i)iesent 
provisions ol the Negotiable instruments Act will meet the j>rescnt needs. 
The success of the scheme depend.s upon the personal credit ot the iiidividiiai 
which is beyond any legislative enactment. 


3. Ill Tanjorc district the value of wet lands runge.s from Bs. ;j(H) to 
Rs. 1,(KK) and that of dry lands from Ks. KX) to B.s. 2o0 per aejc. i'lio 
above is the value of lauds purciiased by jirivate negotiation. Tln^ value of 
the lands in the event ot purciiasing by court decrees is only half tlie real 
value as the popular sentiment is averse to purchasing jiroperty of others 
in financially distressed conditions. The value of land in Government 
auction for iioii-payinent of revenue is practically nothing us the villago 
convention reepnres non-int<?rvention. If any person purchases tJiem 
inadvertently he surrendci*s the lands to the owners on jmymet of the sale 
amounts. Tliis means delaying the kist payment to the Government which 
is not allowed under the Act, 


4. The land mortgage hanks should he established for every agricultural 
centre wdth provision for quick decision and action . and they should he 
provided with funds unlike as at present. The capital for the hanks may 
be by deposits of various descriptions, funds from central institution.s and 
debenture bonds. They should carry the Government guarantee to the 
fullest extent. If the Government fights shy the scheme will md advance 
on the right lines. The heads of the banks wdll Iw? empowered to aw'ard 
decrees in the eases of mortgages and exeeiite them without the iuteiTen- 
tion of courts. 

6. The extent of debt which hii average ryot contracts rangtis from 83 
io 50 per cent of the value of the land, and the said amount represents the 
amount borrowed for meeting the expenses of the family and also for the 
agricultural improvements and cultivation expen ■?es. the amount is dim 
l^enerally to the professional and non-profossional money*l©nders. 



6. Weaving, iwultry rearing and cattle iaraiing, if the Goveraiueiit 
reaerve sufficient grazing grouiul and any other industry which the Icxjal 
produce facilitate. But it is a iiiistakeii idea to think that the fanner, if he 
really attends to busbaiidry, will l>c left any tiliie for other earning 
avocations. 


U , — Imlnjitno ns ban king, 

0. Vide reply to question 1 alwve. 

7. No. 

Yes. 

No. 

o. Such cases are not many in evidence. 

Yes. 

8 & 9. No. 

10. They aii*c able to meet. 

11. No; all the money will l»e concentruted in the liand.s of a few. 

12. No. 


Ill . — inveslinrnt hftfjit and attraction oj capilaL 

2. Yes. 

Yes; to some extent. 

Middle class of people. 

Nothing. 

There is a very small margin of prohl l(*ft with the ryots. M'hose that 
are able to save invest in lands and tlioso that are not able to save borrow 
and ultimately sell the lands. 

5. Yes; the slow growth is dne to want of cujdtal. The people are ready 
to invest, in productive undertakings, if the saloty and security of the 
stability is assured. 

The result, if any, is imperce])til>le to tlie inajoity of the population. 
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llTritten evidenoe of M Jl Ry. W. V. B. RAMAIiINQ AM PARTUIiU 
Oaru, President, tlie Ganjsiu Distriet Co-operative Banking 
Union, liimited, Berhampur. 


7 . — Agriculiitral crctUt atul eretUi for nmnll huliistrics. 

1. (a) From monoy-lt'iitU rs and Ironi tlndr suvinj;s ol' last yt^ar's 

produce and wliere there are co-operative Kocieiios partly from tlioso 
sociotios. 

(h) Generally from individuals’ own savingK and very rarely from co- 
operative societies but in many <‘uses the landli)rd effet'ts tim permanent 
improvements from his own funds. 

(r) From village sowcars. 

When small loans for short periods are taken the rate of interest varies 
from 183 per cent to 37^ per cent; in case of large amounts on mortgago 
of lands 12 per cent to 18 per cent. 

Imperial Bank does not lend for agricultural purposes. 

Local money-lenders only finance the agriculturists. 

Dealings of the co-oporativo hanks also are increasing in respect of 
agricultural finance. 

At present there are about 600 rural societies financing the agriculturists. 
The amount that is invested in lending to these societies is nearly lakhs. 

Taking there are 20,000 villages in a district, the anmunt that may ho 
requii-ed for agricultural purpo.se alone may he one cron^ of rupws. 

Better control over the memhers’ assets by the societies and proper 
education of tlic men will remove the defects to some extent. 

There is no co-ordination. 

2. At present the only commercial commodity exported to the southern 
part of tno district is groundnut. It is Inuulled at present l»y foreign 
firms and financed by the Imperial Bank through its own customers, they 
in turn lend money to the village men, pool the piCMluce at a railway 
centre and hand the seed to the foreign firms. Jf tlie eo-operutive depart- 
ment is to got in it can finance the producer through the local co-opmative 
society and thus it can avoid the village middle men. 

Tt is under contemplation to experiment this through co-o))ei‘ation in 
the ensuing gmiindnut season. 

3. There are three classes of lands, the dry, rain fed ami the wet. The 
prices vary with the locality and the availability of cultivating tenants. The 
value of dry lands in Government tracts is between Hs. 150 and lU. 3fK), the 
rainfed lands from Rs. 300 it) Rs. 500 ami the wet land from Rs. r/)0 to 
Rs. 1,500. Under fir.st-<‘Iass irrigation it is not less than Rs. H50. 

Tn court sales the prices are generally low and in Gov<‘rnmont auciious 
for arrears of revenue which are very rare in a distriet the price is nominal 
l>ocause very poor land only is brought to such auction as it d(K*s not fetch 
reasonable income. The price of land by private negotiation is always high. 

4 . There are no land mortgage banks in this district. 

5. The total indebtedness of a village may he taken as Rs. 15,000 to 
Rs. 20,000. An accurate esiimate can he arrived at by making enquiries 
of each individual of the village by employing a special staff for each firka 
which comprises a numl>er of villages. The villagers raise debts on the 
security of jewels, house, landed properties and on produce but not on 
agricultural implements and on cattle as far as I know. 

The debt is generally contracted for payment of earlier debts, marriages 
paj'ment of land revenue. 
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The cleht lai^ely due to iiuligenou^i hnnkors and to co-oparative 
iu>cieties where there are. Tlie rate of interest charged by indigetious 
bankers varies from 3 pies to 6 pies in the rupee; this depends on the 
amount and period for which it is raised Tc most cases the landed pro- 
perty passes on to the hands of creditors. 

6. (a) Fishoi-y may be a thriving investment in the C3iilka and at 
Bonnapiir. The oyster fishing at Bonnapur. a dainty to the European table, 
may l>e tried, providcxl there is a fast conveyance to catch the parcel express 
to Calcutta at Berhampiir. 

Hand-hK>in industry is dyhig out. Metal work is indigenous and tVio 
workers are indebted to the full. They arc in the sole grip of a few money* 
lenders. Even supposing they are redeemed, we have to retain a constant 
grip over thefn. 3*111 then there is no prospec-t of self-r)rganization. There 
is brass industry at Lakshmiriarasupeta, Tlnditi and in brass pots at 
Munishipettt and Sitarainpur. 

For each centre there must he a paid agent of the co-operative insti- 
tution to watch and gather the finisVied articles before fresh amounts are 
advanced. 

As industry stands at present the estahlishment charges would not l>e 
realized. Thei'e must bo an organized effort from among the workers. 

7. Tlie Tm])erial Bank gives an oveidraft to the c^mtral batik and is also 
a banker to tlie said bank. Beyond this, there i>s no other active help. 

There are no joint-sto(‘k lianks in the district. 

The local co-oi>erative unions that are at present the vecoinniending 
bodies to the grant of the societies to tlie prinuny societies iiinst be better 
managed and givcm scope to gauge the requirements. 

To disburse money as early ns possible there hjvs to he a local branch 
of the central bank readily accessible and there shall have to bo a regular 
tillage to village projiaganda about the differentiation of the loans and the 
desirability of such differentiation. 

There is no competition between the c'o-ojierative hank and the joint- 
fitook bank, l)ecause tlie latter does not exist. 

A erore of rupees is vecjuired for the Oaiijam district for the relief of 
the poor ryots from pressing debts. 

The Government suh-treasuries are not at present readily and constantly 
resorted to because there are very many avoidable obstacles. The Sul>- 
Treasnry Officers do not issue advice lists along with cheques. Checiues are 
not immediately honoured as soon as tliey are tendei'ed and some suh- 
trensiiries are not emi^iwered to transact co-operative cash orders. 

II , — 7 nd hjen o us han kin q . 

1. The indigenous banker lends money for one and all of the require- 
ments of a person that aiiproaches him. provided the latter has assets to 
stand surety to the borrowings. The hanker does not question the utility 
hut cares for the safety of the loan for all agricultural pui*i>oses he lends 
from start to finish and takes back his money at the earliest opportunity 
vvithout any eonsiderntions for the futurity of liis client. 

2. Most of the fiiianco comes from tho local sowcar. In this district in 
several eases the local money-lender happens to be a big landholder him- 
self. Hence he could catch hold of his client at the right time to recover his 
inon^i.v either in cash or in kind. A co-operative society which is a corporate 
liody does not exhibit such a close watch as the pei-son of the lender does. 
Again the elaborate proceduie and the time involved in getting a loan from a 
co-operative society are absent when a needy man appix>aches a money- 
lender. A signature in a book or attendanc*e in a Sub-Registrar's office 
finishes his job. He need not wait 

have not yet realij^ed the principles of co-operation, 



S to 7. At^ preAont there is no hundi Stysieni adopted the money* 
le|iider of the district. What cannot lie cured must be endured — ^that is the 
nl^tality the borrowers have towards their sowcars. 

S to 12. dinjam district is probably a poor district. There are a 
few rich |^ple that keep their capital invested. The few moneylenders 
have middle-class dealings. Refnsal to accomnKidate a lior rower will he 
not for want of money. The liorrower’s own credit and his pi'evious 
dealings with hnaneiers are the de<'iding factors to an individuaVs getting 
a loan. If there is a branch of the central rwierve bank there will be th»> 
Government guarantee and thus there will lie an assurance for the honxiwer 
and the lender. 

III. — Investment habit and attraction of rnpitah 

1. Already dealt with. 

" 2. Postal cash certificates are not i>op\ilar with the masses. 

People that resort to savings banks are very few. The inaximuin limit 
is too inadequate. Thei*e are very few i>ost officer in the district. The few 
rupees which one saves, he or she lends them to the neighbour on gold 
pl^ge or keeps them with a kinsman for a reasonable interast. Practically 
therefore the Government postal savings bank is no coiniietition. 

3. The district is too poor to say that timre is a surplus with the 
majority of people. In their effort to lead a lietter life they are sinking 
their amount in the present-day luxuries. As bos already been said, the 
well-to-do agriculturists lend money and paddy to their less favoured 
brethren and r€Mx>ver the money or paddy in the next harvest. Bui in this 
district it is not universal. Grain hanks retiuire trial hut experiments have 
first to he made. The iiresent dullness of the paddy market is not favour- 
able for a free exchange and those that hold stocks are still expecting a 
lietter market. 

4. Very few use cheques. They are those that have a current account 
with the Imperial Bank of India. 

5. It is a fact that the investment habit is of very slow growth but 
people understand investments in land that fetch not more than 6 per f*ent 
at the best. The rea-son for a fluid investment is the uncertainty of the 
return on account of the failure of the Arhiithnots and the Nalams. 

The present banks must create confidence and show that they have a 
sound backing up. 
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Written eridenoe of Mr. V. S. AMAK THAM ARA7Air Weet 
Pallaeana^ Pallaeana Poet, Palghat. 


J . — Agricultural credit and credit facilities for small industries, 

1. Cultivation i.s the main occupation of the people of my taluk. The 
egriculturiHts are generally poor and to huccejssfully work their lauds they 
require money — 

(a) for expenses during cultivation; 

(b) for capital and permanent improvements ; and 

(c) for other special neecls. 

A cultivator who lins not the net^essary funds to carry on cultivation 
borrows the re<^uisite funds from his landlord or from the local money- 
lender. Borrowing in kind or kinds is also prevalent. Where the fun^ 
borrowed is in kinds interest at 20 per c'ent to 30 per cent per annum is 
generally charged. These debts are repayable soon after the hai*vest and 
failure to do so on the part of the cultivator would mean a costly law suit 
against ]tiin. If the necessary fund is in coined money a charge of 18 per 
cent to 24 j)er cent is generally claimed. Simple promissory notes invari- 
ably cover such loans; jiledging of household utensils and movables are not 
uncommon. 

Capital and permanent improvements in tlie holdings of an agriculturist 
are either done by the landlords or by the cultivator. Capital imi)rovement8 
are generally beyond the small purse of a tenant cultivator; but where there 
is incentive in an agriculturist to do so, he has in raising the fund to 
mortgage his small piece of dwelling land. Loans laised on solvent secuiity 
under a mortgage deed carry only 8 per cent to 12 per cent interest. 
Intoi'est is j>a.yahle yearly and failure to carry out the terms of the mort- 
gage deed would mean an expensive law suit, the result of which would 
he the incapacity on the part of the tenant to satisfy the decree-holder and 
ultimately nis piece of dw'elling land would bo auctioned under the court 
decree and himself reduced to poverty. Tt is not uncommon to see many 
active, able and erstwhile agriculturists reduced to pauperism owing to 
the aggression and high rate of interest claimed by the money-lenders in 
my plac*e. The only way which suggests to me to remedy such ruin is to 
secure for the agriculturists free money on short as well as long terms 
wherever necessary at a lower rate of interest. The Government with the 
Jieln of hankers and moneyed ])eople should start an agricultural credit bank 
with sufficient capital to meet the needs of the ryots. The interests of the 
cajiitalisis could well lie safeguarded by making the cultivator, wdio has 
taken a loan, pay back each year from out of the produce on his lands in 
addition to the interest on the loan advanced to him a certain percentage 
towards the debt and to have a first charge on the lands, like the land 
revenue. 

2. The principal crops are rice and allied grains. The producer of th# 
crops could not, due to his indebtedness, keep the crops with him until such 
time as the price* go high. He has to immediately sell the products. A 
middleman comes in and knocks off the crops at a price w'hich would give 
for his money interest at about 30 per cent i>er annum. Had not the 
agriculturist any debt, he could wait for the price to go high and the profits 
could l>e eiijoy^ by him alone by marketing the comm^ity himself. To 
remedy this disadvantage, I would suggest the organization of trying 
co-operative societies. These societies are to take into their folds crops 
delivered to them by the ryots, advance to them a portion of their cost, put 
them in the best market and obtain for them the l>est price. Then they 
are to pay back to the person who deposited the crops the entire money 
realized on them less a percentage which would cover an interest, say, 4 per 
cent per annum and a nominal fee for acting as the middleman. For aught 
I know no such society exists in my taluk. One single such society is not 
euffioient to a tf^luk^ but there should exist ti numlmr of iheixi, 
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Wie mitldlomau who takes otf tlie crops will have either suiheieut I'ujicia 
with him or will be a good customer of a bank which ailowii. him ovordralts, 
’The sj^stem of accommodating by the hanks is i*eally pernicious to the ryota« 
as the middleman gets tat with the labour of tho ryots, in the interests 
of the poor ryots such societies should l>o organ isod. 

3. Lands in my taluk may be classified for purposes of valuation into 
wet and drj-. Wet lands are c'ostly and the proximity of bufficieiit water lor 
irrigation should a monsoon fail, to a wot land, would make it all the moi-o 
costly. Dry lands on which gingelly, groundnut, eotUm and allied cropf* 
are raised are the least costly. The price per acre of land in my taluk 
ranges from Rs. 150 to Rs. 2,500, 

Where lands are sold in Governmoiit auction for non-payment of revenue 
there is no competition, hut should competition ari.se due to tho fertility 
of the land under auction its price generally goes high ; when> land is sold 
under a court decree, the decree-holder invariably knocks it olf at a low 
price; and by private negotiations it is possible to get a fairly good value 
lor a land. 

4. Marumakkaitayam law of inheritance governs a major portion of ilie 
agriculturists in .my taink. ITndei this law, tho heu<linau of a family, the 
karanavan, would he in charge of the property. He is only a iruste^^ to the 
property, ho cannot pledge, mortgage or sell ovoii a portion of what lias 
l)een entrusted to liirn for care without the permission of the members of 
his family. Where occasion arises to mortgage a portion of ilie propeity, 
even for tiie purpose of improving the condition of tho family estate, lie 
has to take the consent of all the memhers of his family. Barring this there 
is no impe<liment to the mortgage of lands and agricultural holdings. Where 
tho Hindu law of inheritance pi’evails, the headman, the father, can mort- 
gage or sell or do anything he likes with the proptuty as he thinks. There 
is no impediment at all here. 

A mortgage hank witli .sufiicient capital to meet the demands of the 
ryots in all possible ways would certainly he a great boon to tlie poor agri- 
culturists, would not only free them from the (dutches of the money-Jeuderh 
hut also would save them from ultimate ruin. Tho Registnition Department 
should 1)C made to meet at least half way in lodiicing costs of reference to 
the record of rights and of registration of records. That system which 
prevails in Bombay in recording these rights and title of ownership could 
Ikj copied with advantage. Against possil)le loss on the part of the 
capitalists incurred on account of defaulters it should he legalii&tHl that tho 
property under a mortgage could he disposed of in e.KactJy the same murmur 
as in the default of paying land revenue. 

5. The real iiidehtedness of my place is not known. Keullv siHtisti<*s, 
exhaustive statistics, ought to be taken in fixing the capital of tlie new 
moi*tgage bank. This could l>est be done iilong with the census in JUdl. 
By taking this matUn* along with the census work, a g(K»d lot of <fxpendi- 
ture could be saved which would otherwise have to he spent in colleciing 
the materials and the record taken along with the census would be thorough 
and exhaustive. 

Most of the debts would have been incurred to meet any of the defits 
coming under the nine sub-headings stated in the questionnaire. I know* 
of many eases where through a process of enforeeinent of an old debt or 
debts property passed on into the hands of creditors and, as a result of 
this, actual cultivators of lands lost the incentive to produce more and in 
an efficient and l>etter manner. 

6. There are many subsidiary industries allied to agriculture such as 
weaving, rice milling, dair\ farming, which all can be eaniod out whdo 
the agriculturists are free from their work. In the coastal areas which 
are best suited for growling the c^jconut palm, coir manufacture as a sub- 
sidiary industry is carried on. As in paddy cultivation and in its mark^mg, 
a system of co-operative trading .societies should also bo organized. Tb^e 
co-operative societies should supply the requisite raw' materials atm take 
back from the producer the finished article the advantage of the pro* 
duoer. There really is wide scope for such an organization here. 
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2 /. — IndiiimQm hanking* 

Most of the banks work under mutn^ prejudiud and as there is not 
fiiiAeioiit knowledge of up-to-date banking and its principles in thein^ 
they are not at all flourii^ing in ihe right way, and the banks are not 
mam use of by the industries. T)ie rates of interest in the indigenous 
banks vary from 10 to 24 per cent and sometimes even more. A good lot 
of money is not profitably made use of in these banks and by the jenmis. 
Surely the interest charged by these banks is very high. The wealth of 
a country is never stationary and has a tendency to flow for i^no tiiiio 
into one groove and at some other time into another* The indigenous 
Imnks are given iinmcnso overdrafts by the Imperial Bank of India. As 
tlie ryots are financed by these banks they never nin short of money 
l^eoause of the overdrafts. The help which these banks get from the 
Imperial Bank makes them to do business freely and as there is always a 
great demand from the ryots, usury of a high order prevails in the land. 
If the ovei*draft system is withdrawn, this sort of conditions will come 
down. This usury hastens the min of many poor ryots. A flat rate of 
interest has to he legalised against the usui’y and there should exist 
a central iron bank which would meet the demands of a vast country like 
India. I mean the organisation of a Central Reserv^e Bank. There is 
sufficient capital in this land. A good lot of Goveriiinent money is lying 
idle with the Jni]>erial Bank without production. The jenmis keep wealth 
in hoards without any [irod active power. There arc a number of hunks 
with a heavy capital. Tf all the above resources are jaxiled thei*o will 
ho sufficient funds for tlie reserve hank, in case of need the existing 
hanks should ho compel to take substantive shares; should u hank refuse 
to take shares, Government help should he denied to it. If all these are 
done, the proposed reserve bank would never lack for capital. There 
should Ikj a general headquarter for this hank with Presidency headquarters 
in the Presidency towns, and with branches in all the districts. Through 
the medium of co-operative societies and the existing indigenous hanks, the 
reserve hunk should he made actvssihle to the ryots living far into the 
interior. Such an organization will surely have the desired effect. 


///. — Invent ment habit and attraction of capital, 

1. A Jmhit to invest in shares and stocks, as in tho West has not yet come 
to stay. All the savings are collected by i>iect>s and are invested on lands. 
Investment under jewels for the sake of investment alone is not a habit 
hut is only done just to satisTy the encliantmoiit it creates in the minds 

the Indians. 

A most common form of savings in these parts is by way of kUrLs (chits). 
N kilns are uncommon and so kuris thrive. There are a good number 
of them distributed amongst tho masses. They are private. Tho members 
to a chit meet periodically, when if the chit is an auction one, bidding 
takes place and if otherwise, lots are drawn. It is unfortunate that 
owing to the default of a member or two to a chit in paying one or two 
instalments a certain percentage of these kuris have to be wound up oven 
in their infancy. The chit-holder as well as the bidder suffers as a result 
of this. Something has to he done to safeguard the interest of the two 
pttrtic*s to a cliit by legislation to this effect if found nec‘esjBary. I think 
there exists a necessity and it has to be brought iu^ force and security 
afforded to the parties to a chit. 

2. Postal cash certificates are not popular with the masses, but to 
an extent it is ]>opuiar with the educated and the middle classes. A little 
propaganda to invest in this and a better offer, that Is, Rs. 10 for 7-8-0, 
would, I think, make it stay throughout the oountrv. Cash certificates and 
trei&ury bills as a source of saving have to spread and propaganda work 
in this direction is necessary. 

Sayings bank, as the cash certificates, is popular only with the educated 
and middle elates. If the masses too should participate in it an attractive 
interest on this has to be offered and I snggest 6 per cent. Indigenous 
banks also do savings l>ank account. Tlie interest tliey offer is not bad and 
that is a little above that in the post office. 
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4. Cheques and other negptiabie insiruiuenis are kuown only to ttie 
4»diicatcd few. If in a country side, you offer for money a chequo to a 
fUim, he will refuse to accept it, hoa-ever solvent the man who issues the 
di^ue may be. The abolition of stamp duty on cheques and the spread of 
more banks would make cheque habit to grow more. Checiues in vernaculars 
are already in existence and if vernacularisation is carried out intensively, 
better use of banks and cheques could be ex^^ected. 

5. The slowness of tlio people in investment habits is duo 1 think to their 
hereditary habits. To the Indians, a deviation from that which already 
exists would mean something new’ and about which they will ponder for 
days together. Another tiling which < makes their mind osoillato and not 
come to the more settled point of investing as in the West is that most 
of the investments are far off, and persons investing cannot see by Uie 
naked eye on what they have investea. A good deal of propagatida work 
is necessary before people should rise to iiivest in productive undertakings. 

A few branches of the Tm)>erial Bunk of India have l>een ojwnetl 
roc*ently with a view to Ik) of use to the pnblu*. I do not think the j*csuU 
is satisfactory. To what extent the ryots have made use of this bank, 
I cannot tniy offhand, but 1 lielievo the native banks aqd the money-lenders 
who can run a fairly good at*count and bo gotnl cu.st(»niers of Uie bank 
are accommodated, whereby it is possible for them tx> carry on their usurious 
practice much to the detriment of the ryots. 
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tmttexi evidence ot UJELMy. K. SUITDABA RAJAH AveteA 
Secretary of Dictrict Corporative Federation^ Pottapuram, 
Omalnr talnk, Salem dietrict. 


2. — Af/i kuHural cvtdit and credit facilities for stnall industries, 

1. The ugrieultuiibt iu tlio whole Prcisideiicy uiid particularly in luy 
district obtains hnance tor all expenses, i.e., tor cultivation, tor improve- 
uieiJts and tor cost ol living, trom local money-lenders. The imporiai ilunk 
ot India and the joint stock banks are not accessible to the agriculturists. 
Co-operative banks and the indigenous banks serve only a tringe ot the 
Xiopuiation, i.e., 5 to 10 per cent, bo only the local money-lenders get 
into touch with the agriculturists and hnance them, iho rates ot interest 
they charge vary Iroiii 12 to 24 per c*ent. Short term loans required lor 
cuitivatioii exi>euses, lor paying laud revenue and lor purchasing lood stalls, 
are given on pro-note with or without sureties. Long term loans extending 
over nve years are given on the security ol lands. At times local merchants 
and owners ol mandis lend money on tlic security ol standing croi>s lor 
which they take only i>ro-notes irom tlie agriculturists. Instead ol charg- 
ing interest, they contract with the agriculturist to iiurchase the produce 
at less than the market rate, iirevailing at harvest time by 8 annas to 
one rui>ee iier kandagain. Very lew people take Government agricultural 
loans. This is duo to ignorance on the iiart ot the agriculturists and also 
duo to the trouble they have to take in getting the loans and also in repay- 
ing them iu instalments at fixed periods when they are not be able to repay. 
This can be avoided it the Government instruct the subordinate officers to 
bo less rigid in collection and to extend the time tor repayment in 
real coses ot hardship. The delay iu disbuisemeiit attor elaborate enquiry 
should also bo avoided and steps should be taken to disburse the loans us 
early as possible. These Joans may bo disbursed through the agency ot 
the village co-operative societies, as is done in the Bombay Presidency. 
A certain amount may bo annually lent to village co-operative societies at 
U per cent w'ho in turn will lend to individual applicants at 64 per cent 
and be responsible for the collection of the amounts us they tall due. The 
total amount oi money that may be required under these heads may be 
roughly estimated at 10 lakhs ot rujiees tor this district. 

There is absolutely no co-ordination between the various credit agencies 
including Government. All the trouble, the dui^lication of work, worry 
and loss may be avoided by starting a co-oi>erative society in each village 
and also in every hamlet of it and by admitting all the agriculturists 
who have attained majority and are ot sound mind as members thereof. 
These societies should be able to replace tiie money-lenders and merchants 
who actually drain the wealth ot the agriculturists. As regards how these 
co-operative societies should be linanced, 1 shall deal along with the ques- 
tion on land mortgage banks. But here it will he sufficient if I state 
that the Government and the Inix^erial Bank of India should co-ordinate 
with the co-operative societies. But the two things that sliould be borne 
in mind ai'e that the agriculturist should get loans as quickly and cheaply 
as possible and the methods of collection sliould not be rigid. 

2. The most impoi-tant concern for the agriculturist is the price that he 
gets for the produce of his lands. The produce passes through ten hands 
before it Unally reaches the consumer. It passes in the following order : (1) 
the local merchant, (2) the town merchant, (3) tlie mandi-keei)er and (4) the 
big merchants in cities who in turn dispose it of to big firms such as Ralli 
Brothers who ship them off to the foreign merchants. As the produce passes 
through each hand the price is raised, so that by the time it reaches the 
consumer the price is nearly 50 per cent higher, if not double, than that 
obtained by the agriculturist. Thus the price of groundnut sold by the 
agriculturist at Rs. 10 per kandagam comes to Rs. 15 or moi’e when it 
reorches the consumer or the man wffio needs it. In many eases the jirices 
become almost double. 
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The resa!t of any echeme that is adopted to eliminate the middlemen 
mad to brinf about direct deatinfi^ between the producer and the consumer will 
lie the enrichment and consemient proaperity of the producer, the agrl- 
eidturist, who in many oases does not reap the full reward of his labour. 
The ^imination of middlemen may be brou^t about by opening a purohaae 
society in each village and the enlisting of all adult agriculturists as 
members. 

The society will purchase the requii'ements of its meml>er.s in bulk and 
sell them with the least margin of profit. The Government must lend money 
to these societies to build their godowns. Thei'c should also l>e a wholesale 
society at the headquarters of each district and one at the provincial head- 
quarters to bulk the produce to the v^illagcs and the districts. 

If this is done the whole profit will go io the actual producers who will 
realiae at least 50 per cent more than they do now. The reason why the 
agriculturist does not thrive is that ho does not get the full price for his 
produce. In that case an agriculturist may have to sell only V\ to 14 kanda- 
gams for every 20 that he now sells and k£M*p the remainder for the use of 
himself and his family. There is no doubt that if purchase and sale societies 
are established, as suggested above, the farmer will save much and he relieve<l 
of his indebtedness. At present, there is no diiwt connection between the 
producer and the consumer. 

Bills of exchange, bills of lading and all other instruments of ownership 
of goods and prwluce are quite unknown to the agriculturists. He is out 
of touch .with them. Very often the agriculturist is forced to sell away his 
produc'e at a low rate to pay the land revenue, to repay loans and io me<*t 
other pressing calls. He cannot afford to wait till the priet' shows an 
appreciable increase. Ho must he allowed clieap^ credit to meet these calls. 
But now it happens that idle middlemen living in the ioun get cheap cmlii 
and reap all the benefit of the increase of the prices, not the poor agri- 
culturist who labours hard with the sweat of his brow and under great strain. 
This is a great drain on the agriculturist and must ho put a stop to. If 
only the agriculturist gets the benefit of the increase of prices, wliich should 
rightly go to him and not to the middlemen who take advantage of his 
helplossne.ss, I am sure that within a period of 20 .years the agriculturist 
will throw off his indebtedness and he an aRset to the country. He will adopt 
new methods of cultivation and the reproach that he is nn]> regressive will 
he removed. He will withstand famine much bettor than he does now. 
India with a vast population numbering fuie-fifth that of the world and with 
its wonderful soil, climate, rainfall and irrigation facilities will be able to 
supply not only her own needs hut also the needs of the rest of the world 
in the shape of agricultural |)roduce. fruits and raw maUM-ials for industries, 
Tho Indian agriculturist now .suffers from want of ar» organization. 
Government can hel]) him as much as T have suggested above. Govern- 
ment should take steps to reduce the freight charges on goods carried by 
railways. At lea.st this concession should he shown to the co-operative 
purchase and sale societies. 

3. The value of land mainly depends upon the density of the population, 
the nature of the .soil and the facilitie.s for irrigation, the climate and the 
hea1thine.ss of the locality and the facilities for marketing the produce. 
Another very important factor to he reckoned with, is the wealthy or p<H)r 
condition of the people. Wherever t)ie climate is good and the soil rich, 
the population will l>e dense. There is a demand for lands 

and high prices are offered. Very often if the (‘ultiva^r, provided he can 
afford the amount, offers more than an absentee landlord or one who does 
not actually plough but lets the land to tenants. For he w^ill get all the 
produce of his land for himself and the Iiigher the lalmiir bestowed on 
cultivation, the greater w’ill he the profit. Another factor that i*oiints is 
the kind of crop that can l>e raised on the lands. Wet lands with good 
facilities for irrigation and capable of producing sugarcane, paddy, plantains 
and betel, fetch the highest price. Dry lands producing industrial crops like 
groundnut and cotton feteh better pricc.s than lands producing only foo<i 
crops. 

In this district, the value of lands producing paddy, plantains and b<^l 
in Hie tracts irrigated hv the Cauverv as in Mohan ur. Velnr and other 
Villages varies from Rs, 1,000 to Rs. 2.000 per acre. Land of the same des- 
cription in dry tracts vary from Rs. 500 to Rs. 1,000 per acre. Good dry 
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iMdi adstr betnraeo Ba. 200 and fia. 1,000 per acre while there are laade in 
biUy end malarial tracie which do not fetch eren Be. 20 and in many yearn 
the cidthrator » hardly able to pay the GoTernment kmt. In the caae of 
lande which are aold in auction in pureuanee of a decree the amount realiaed 
ia eery nearly the real price. In any caae 75 per cent of the real raliie will 
he realiaed. 

4. I^al money-lenders are giving long term credit to landholders at high 
rates of interest for land improvement, for poithosing lands and for redeem* 
ing prior debts. The landholders are unable to pay even the interest after 
meeting agricultural and household expenses in good years. So much so the 
debts are handed down for generations from father to son and grandson. 
Borne debtors sell the lands and swell the ranks of tenants and labourers. To 
remove these hardships the liest course is to enable the agriculturists to get 
credit at a <;heap rate of interest and also for long i>eriods, to enable them 
to pay off principal and interest from their savings and not by borrowing 
or by selling their lands. This can l>e done only by the starting of land 
mortgage banks within a radius of five miles from each village. There 
are only fourteen societies working in this Prcsideney and even they are 
suffering'^from went of sufficient funds. 

Even though the people have got sufficient funds to deposit in the hanks 
they do not do so simply l>eeause they have no confidence in the hanks and 
moreover the rate of interest allowed is very low. i.e., between 5 to 6 per 
cent. To renwdy this, confidence should l>o inspired in the minds of tho 
depositors by doing propaganda work on the advantages of investment and 
on tho safeguards provided by the by-laws. As to the second point a law 
should he enacted that in coses filed in civil courts on promissory notes or 
mortgage bonds, a decree should not he given for a higher rate than 6J per 
cent of the rate c}iarge<? under the Land Improvement Loans Act for 
the whole amount from the date of the deed. Jf a law on these lines is 
passed, money-lenders will deposit their money in banks and in co-operative 
societies. Co-operative societies are the safest banks, so deposits will flow 
to them. Secondly os there is no central mortgage bank to finance the 
primary mortgage hanks they are unable to raise sufficient funds. 

If this is done, funds will freely jflow into the hanks. As people will 
have full confidem^ in the central mortgage bank, deposits will flow more 
freely to it than to the primary mortgage bank. The next thing that the 
Government have to do is that they should arrange to render all assistance 
to the central mortgage hank through the Imperial Bank. 

Debentures may he floated both hy primary and central mortgage banks. 
But in the former case there will not be much response. If the central bank 
floats it the public will have confidence and respond heartily. But in the 
l)eginning the Government should give to public a guarantee for interest at 
5 per cent at leR.st for the wdiole amount raised by the bank as*de]^ntures. 
If this is done and if the law above referred to is enacted there will be 
a free flow of capital to finance the primary mortgage banks to their full 
requirements. Unless this is done, the landlords will not be able to reduce 
their prior debts nor will they be able to make any permanent improvements 
to their lands. To finance the co-operative societies for short term loans not 
exceeding 5 years the present District Urban Bank and the Apex Bank will 
serve their full requirements. As regards agricultural expenses and expen- 
ses for the purchase of food stuffs and for the payment of kist, the agriculturist 
should raise short term loans not exceeding 5 years from co-operative societies. 
.For redeeming old debts, for making permanent improvements of lands and 
for purchasing lands, they should raise long term loans from primary mort- 
gage batiks for periods varying from 5 to SO years on the security of lands. 

If sufficient funds are not allowed to pav their debts, from their earning 
they will not W ahle^ to repay them and they will he forced to raise loans 
elsewhere. Secondly in cases where the borrowers are not able to repay in 
due time, extension of time must he allowed when ihe inability to repay is 
due to unforeseen circumstances. If both long term and short term credit 
are denied to the landholders, there is no salvation for them. BpOcial pre- 
cautions may he taken to protect these banks from loss. A superior staff 
may he employed to reri^ a®w»ts of all primary mortglg^ banks and 
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c^ntriU mortgage banks aimualiy^ us the auditing staff «i*o now employadl* 
Tlw cost to Governiuont on this account will not exceed a lakh of rupeea. 
And surely it is not much when the advantages are considered. Unl^ the 
Govarament comes to the help of the landholders, there is no chanci^ of their 
clearing their debts, which hang as a mill atone round their neck. 

5. It is very difficult to know exactly the extent of indebtedness of tho 
I)eople of ^is Presidency or of India. But it can l>o roughly as('ertain^ by 
enquines in each and ever>" village by competent local men as the census 
work is done every ten years. . And evei> then people will not give out their 
debts as their borrowing power will be affcK^ted. There are also other methods — 
(1) by ascertaining from Huli-Registrar’s and Registrar’s offices the amounts 
borrowed on the security of lands from the mcHgage hanks, (2) by ascertain* 
ing from all ca-oi>erative hanks and joint st<wk banks the amounts lent out 
by them on pro-notes, (H) by ast'ertaining from all income-tax payers ilio 
amount they nave lent out, (4) taking a list of loans that have bt'en given 
by the meinhoi*s in the property statements and (!S) by making out a list of 
loans from the suits fiUxl in C?ivil and Panchayat Courts. If the almve 
informations are cnillected with care we can have a rough idea of the in- 
debtedness of the peojile. But T can only say that a greater part of tho 
landholders are over head and oars in debt. Tho amount of iiulehtednoas. 
much^loss the amount borrowed for each purpose, cannot he ascertained 
unless a special enquiry is arranged in every district. Tn this Presidency 
where there are only L‘1,000 societies with 900,000 members, they have raised 
loans totalling roughly Rs. 5 crores. Taking the whole population, wo can 
say that the indeht.e<lnoss comes to about two hundred crorew of rupt'es. But 
90 per cent of the indebted people are indebted to money-lenders and tho 
remaining 10 per cent only to co-operative and joint stock hanks. So they 
are unable to pay interest on debts even in good years, after inei'ting house- 
hold expenses and cultivation charges. As 1 said above, landholders have 
become tenants within a period of 10 or 20 years and many lands have 
passed into the hands of money-lenders. This is the har<> truth. This state 
of affairs takes away all incentive for making any improvements on their 
lands. They do not improve their lands and get veiy little ]>nHlnci‘ and tlio 
whole thing goes in a vicious circle. 

6. The indii.stries of this Presidency are very few. Very few of them are big 
concerns, giving occupation to few. We have not even cotton and spinning 
mills on the scale of the Bombay Presidency and the (Vntral Provinces nor 
Jute mills on the Bengal scale. Very few large scale iiidustrieH are carricnl 
on. These can at host give eniployineni to only 25 per cent of the people 
wlio live in towns or in the neighbourhood of towns. But 75 ptu* cent of 
the population who live in villages are practically witliout any occupation to 
supplement their income from agriculture. Tt is true that hand weaving 
with mill and foreign yarn is carried on in some towns and villages. 
Though the Khaddar movement has given an impetus to this, still much work 
remains to be done. Cottage industries of tins type must he imcouraged, 
.such as hand-S[)inning and weaving, dyeing, mat-makings hlanket-rnaking, 
brass vessels making, etc. The ryot even in years of good rainfall has work 
only for six months in the year and the remaining period is practically idled 
away. To make the farmer turn his time to useful w’ork and also to supple- 
ment his income from agriculture so that he may not inigrato to the moro 
unhealthy towms and cities and that he may also work wdth his whole iamily, 
these cottage industries must lie revived. In this district niost of the lands 
are dry and the farmers should have subsidiary occupations like spinning 
and weaving. These must he encouraged. The fanners- must he providi‘<l 
wdth funds to purchase raw material and it must he arranged to take from 
them the manufactured goods for sale at proper prices. This can lie done 
by the establishment of purchase and .sale swieties. These societies may 
purchase in hulk and Jsell tlie goods at good prices. Tho local co-operative 
^^iety may finance them to purchase the raw material which wull not after 
all be a big amount. 

Facilities should be given to the people according to their taste, their 
habits and particularly according to their environin<*nts and the ncMS of 
the locality. A hundred years back before the introduction of m^hinery 
cottage industries such as spinning and weaving w^ero thriving in India and 
she Kffts Ablo not only to supply her own needs but awu tho needs of meny 
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other eountries. 
tries such as 
blanket-weaving 

there are endless possibilities in store for them. If no steps are taken to 

f reserve and encourage them they will disappear soon. We do not want in 
ndia large-scale production. Taking motor cars, for example, Mr. Ford is 
producing them so rapidly that in a few years they will have no demand. 
We do not want luxuries for our farmers but only the bare necessaries for 
which there will he a constant demand and which will give work to 90 per 
cent of the |>eople. 

7. As I said already in my answer to question I, joint stock banks and the 
Imperial Bank touch only a fringe of the population residing in towns and 
cities. At present, the Imperial Bank gives help to the co-operative banks 
by allowing and oveitlraft of nearly one crore of rupei-s. The Imperial Bank 
can hnaiice all co-operative ImiiK.i which finance credit scvcieties to the 
extent they require lor short-term loans not oxcoeiling five years. But for 
long-term loans, i.e., for financing jirimary land mortgage banks money 
may be obtained on the linos suggested in paragraph 3. 


All that has been greatly changed now. Cottage Indus- 
hand-spinning, hand-weaving, carpet-making, mat-making, 
and vesseis-making should be revived and encouraged ana 


77 . — Indigenous hanking. ^ 

Indigenous banks are banks run by individuals or private firms in towns 
either singly or jointly. The sole partner or ])artners themselves subscribe 
the capital and do lending business on pro-notes if for short periods or on 
the security of immovable jiroperty if for longer periods or on the pledge of 
silver and gold jewels. The amount of capital invested in indigenous bank- 
ing is generally very limited and the banking business also is very sluggish. 
The bankers in their own interest curtail their expenses as much as possil)le 
so as to get the maximum profit out of the few transactions that take place. 
Seldom do these banks have transactions among themselves. In time of 
necessitj^ however, these bankers assist themselves by lending money to 
their less fortunate brethren only if they are safe about the money which 
they lend. Ignoring such cases, they also assist tlieuiselves, in honouring 
cheques issued by banks well known to them foi- short ]>eriods and intervals. 
The fundamental reason for such poor co-ordination and mutual trust is that 
the volume of business transacted is not large, that many indigenous banks 
ai*e not conducted on sound banking principles and that Government do not 
have any the least touch with the working progress and soundness of these 
institutions. 

It can be profitably suggested that the Government though they do not 
take over the control of these institutions, still they may undertake the 
auditing, and imblishing periodical reports of these institutions and inspire 
the confidence of the pumic by their reports. Tt has always been the experience 
that the public have got greater confidence in the open acts of the Govern- 
ment, that they criticise and rectify where necessary rudimentary defects 
and vouchsafe for themselves certain good terms. When Government takes 
upon itself the auditing and checking of accounts, the individual banks will 
have greater confidence among themselves, Iheir volumes of business collec- 
tively as well as individually will increase in huge proportions. As observed 
by me supra, tlie private banks stand by tliemselves and are not assisted to 
any great extent by the Imperial Bank and co-operative banks. If only 
the Government intervenes and takes a share in the working of these in- 
stitutions by its undertaking to audit and ciieck their accounts, I am 
confident that these banks will stand on a firmer basis. Their business will 
increase and they may solicit the assistance of Imperial Bank of India. I 
do not doubt that the Imperial Bank of India will not grudge to assist 
these hanks financially and otherwise, because the former is aware of the 
Government assistance the private banks are having and will place entire 
confidence on the abstracts issued by the Government, for any concessions 
it may offer to these private banks. 

It is an indisputed fact that other countries such as Germany, England 
and America are far ahead of us in their banking enthusiasm. The 
causes that are at work for our slow growth in this direction will be dealt 
witli by me separately below. Still this is not a fact to be ignored, which 
prompts me moke o very useful suggestion, I suggest the citation of 
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an Instituio of Bankoi*^ in u coniral placo uiul ali40 brauehoi» in tliO variotli 
lUroriucial places. In the^ institutions, iacilitios for iustructioua and 
practice in the methods of banking ai*e to bo impartei). The institute 
must be under the direct control ol tho Government and tlie staff of tlie 
institute should be botl: foreign as well as Indian in which will includi^ 
experienced persons in banking. Conditions of admission to llu^ institu- 
tions must be made attractive so as to bring in the liost class of persons. 
Further, tho Government should institute scholarships for training in foreign 
banks, so as to encourage the s[)irit of banking generally and pariicularty 
to place the banking conditions of each province on sound structure. I am 
distressed to note that they are very few, who can be conveniently nuinlKniKl, 
who really know and iiractise the true principles of banking. No doubt 
it does not rcHi Hire any great knowledge to distribute the items to credit 
and debit side, to total tlieiu up and prepare routine abstracts and state- 
ments. Not many go deep and investigate the possibilities of banking and 
the right direction in wluch the banks can he given a load. While other 
countries are so advanced in hanking, it is most damnatory on our part to 
be so slow in our growth. It is high time that tlio Government awake 
themselves to this giave danger and adopt proper measures to ward off tho 
evil. 


The rate of interest cliarged hy these bankers varies from 12 to 18 i>er 
cent. As tlie transaitions are few in nuniher these hankers are necessitated 
to charge huge rates of interest. Much of the capital soinotiines lias 
idle in tlieir bank vaults. Generally uii pro-notes ami on the .security of 
iminovahle property, the rate ol jntcrest is between 12 to 18 per cent. 


In all these banks, there is what is known as the kundhvi system, i.c., 
the borrowed amount is payable in instalments whicii may be monUily, 
weekly or daily. rate of intercvsi cliarged is from 18 to 24 per coni. 

'Jlie volume of business <‘oiiducted by these indigeiions banks on this item 
is tremendous and it may lie confidently asserted that many of the indi- 
genous banks derive a major portion of their profits from this peculiar 
transaction. TJiis .sy.stem of lending has peculiai affinity wiUi the middle 
class and somewdiat rich people. 'J’hese classes are in sudden nt*ed of 
money. Though they cun command large sums some time heJice, still they 
do not have even paltry amounts lor their immediate use at tlie particular 
inoiuent. Therefore they suddenly fall back upon this kind of boirowing. 
For short periods, they are not unwilling to pay high rates of interest 
because large sums can be obtained in this fashion at short notice. 
Personally 1 may put in a word for the extension of this system of lending 
in co-operative banks. If it has not l)een in vogue, at least steps should 
bo taken in future to ix'vivc and enlarge it. Co-operative banks may be 
directed to lend on kuiuihu system, to the labouring tenants and poor 
agriculturists for their urgent petty expenses; and the borrowers may bo 
asked to repay these amounts in small instalments at convenient periods. 
The rates of interest charged on these loans must bo low'. These loans 
should always be granted on the jiersonal security of %n individual who 
must be made responsible for the jiayment of instalments, if the horrow'er 
fails to pay any instalment that falls due. If this step were taken, it 
will greatly decrease the sufferings of i^oor agriculturists, farmers^ and day 
to day labourers and improve their conditions considerably. Further, 1 
may desire to point out that tho procedure outlined above will kindle tho 
attitude of investment in the variou.s classes in tho rural parts and greatly 
ventilate their ideas about banking, saving and investment. I daresay 
that the rate of interest charged by the indigenous bankers on the 
kandhu system will decrease, if the co-operative bank should annex to 
itself this process of lending money at a low rate of interest. 


The agricultural community is least affected by ihjs kandhu system of 
indigenous banks. Primarily they do not know the existent^ and work- 
ing of this system. In some cases, however, the rate of inter^t m 
prohibitively nigh, i.e., from 18 to 24 per <^nt and they are not ^le to 
pay the instalments punctually. Tho agricultural population look 
Ward to the co-operative banks for loans. If they are denied loans at 
these places, they resort to borrowing from the indigenous bankers on 
the security of lands at a high rate of interest. These loans are 
Ifioned Quickly and they get tho sums at short notice. On account or ttm 



high rate of interest they are not liometiines able to pay bach these auma 
and are irretrievably lost in debt. A bold step can be taken in this 
direction by enacting that indigcmous bankers should not iend at a higher 
rate than 6| per cent and that per c'cnt should be the prevailing 
inarket rate of interest everywhere of coui'se urgent nec^essity may induce 
borrowers to contract terms which may not be found in tiie agreement. 
If 8U(^ cases are discovered and punmhod in both sides the clandestine 
dealings will soon lie given up, and the proiiosed legislation will rule in 
all transactions. These measures are expected to secure credit at a cheap 
rate to the poor agriculturists both quicKly and conveniently. Till recently 
Nattukotiai Chetti baiiks have been lending money to agriculturists on 
the security of land at exhorbitant rates. With the advent of the co- 
operative movement such bank.s are diminishing in number and detei‘io> 
rating in their business. With the extension of the movement, the 
Nattukottai Chetti hanks will be completely razed to the ground and 
their institution will become a thing of the past. 

In the interest of the agriculturists who borrow greatly from these 
indigenous bunkers and Nattukottai Chetti banks, i regulution should bo 
introduced in the operations ol these banks. Legislation fixing the maximum 
rate of interest, consistent with the equitable working ol the indigenous 
banks, is a decisive step forward in the uplift of the agricuiturists. 1 do not 
think that such a check will be resented by the luaigenous bankers. Tor 
I am confident that the business of these bunks will increase, the total 
profits realized will be greater and therefore the transaction will be more 
profitable. Much of the capital of these banks lies unused; because loans 
are most carefully scrutinised before they are grante^d and because many 
ol the local upjilications do not satisfy the rigid requireuionls. Turtlier, the 
rates of interest are higli as to prohibit certain classes, from launclimg 
themselves in debts carrying high rates of interest. Trom what has been 
said above, it can be easily seen that legislation ought to be taken immedi- 
ately fixing the maximum rate of interest. 

I am of opinion that private banking is a liealtJiy sign of the financial 
growth of a country. Tno more vigorous these private banks work and 
the greater the facilities that they give to their customers, tho moi'c coiu- 
foiiiable the people will be. The indigenous banks must work in coini^etition 
with co-operative banks and Government banks. Therein lies the salutary 
growth and the greatest benefit to the people. To connect the indigenous 
banking M’itii a central reserve bank is certainly a happy idea in itself. 
To keep the reserves of all the indigenous banks in a central reserve bank 
and thereby to increase the available capital for lending is what is connoted 
by the expression “Central Iteseiwe iJank“. It is well to point out that 
these indigenous banks are low and far between and work with small capital. 
By adopting tho moans suggested above the volume of business of the 
indigenous banks may be increased. Thereby the reserves which they will 
b© made to keep, will bo the minimum. Still great advantages can be secured 
by collecting ail the reserves in a central reserve bank, which can be 
attached to Government treasuries and Government banks. For each 
district there can be created a central reserve bank for indigenous banks and 
also a competent Government staff to audit and rei>ort about every banking 
institution. Thus great confidence wdll l>e inspired in the public and the 
indigenous banks after having reduced the rates of interest will be of 
great service. No doubt the co-operative banks can soouro all these elFects. 
But it may be asked 'whether such a large capital as will meet the entire 
needs of the community can be secured by the co-operative banks. 
Since the co-operative banks cannot command the entire capital 
demanded by the community, indigenous banking must be encouraged 
with the proposed lestrictions and improvements. 

My foi*egoing remarks raises one important problem. What is credit 
and '^at are its functions? Can anything else satisfy the requirements as 
well as silver or gold? Credit is anything that has a value, i.©., anything 
that can be exchanged in the market for goods or commodities. It has 
been suggested by deep thinkers on the subject that the introduction of 
bank notes can relieve the indebtedness of the people. By intrc^noiiig 
bank notes of small denominations which may be put into circulation by 
the common convention of offer and acceptance, the rate of interest may 
bo lowered v^ry much. If bank notes are acceptable as gold or silver both 
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iwnoed coiiJiidornbly. I^eoplo ought to Iw eiiucHttHl aUout the exct'piioiiitl 
i«(hrantages of the system ami siiould iH» induced to awept the l>aijk notes. 

banK notes shoutd be put in eircntation act^ording to the uchmIh ol the 
ebminunity. But they must bo redeemable in coin. If the etiiiie elientele 
)s educate in the eftkieiicy of the sysUuii, there wiU not la' a great deiaaiid 
for redemption in i-oiii. The luink notes may i>o iiitrodmxHi tiirougii the 
co-operative siK’ieties and they must Iw? uuitorm lor the whole of India. 
For this jnirpose, an issue department like that of the Ihink of Knglaiul 
must l>e establislied for the whole of India which must issue notes of small 
denominations according to the needs of the banks. The entire clieuUde 
of the co-operative banks must clearly uiulerstnud tliut these notes are 
acceptable among thc'inselves and lor payment of their diu\s to Government. 
This acceiitanee on the part of the Government will servo as a prop of 
the entire cheque system and will kindle the confidence of the entire public 
in the notes. What tlien is the difference bi'twecm tliese bank notes and 
Government paper money. The obvious difTerence is that bank m)Uvs are 
redeemable in coin whereas Government paper money is iiredeemnbie or 
fiduciary paper bank notes will be in circulation only according to the niH'ds 
of tlie community; if they should happen to be in excess they are retnined 
to the hank for redemption. Jn the ciuse of (iovernmciit pa[>er money, 
they sometimes thoughtlessly put in circulation quantities greater than the 
reciuiremcnts and refuse rodeniption in coin. Jfy guaranteeing perlectly 
easy redemption in coin the bank notes will .serve tJie griMit piiriiose of 
reducing the rate of interest. Now co-operative banks borrow from the 
urban and central banks at 4i per cent and lend at d per (cnt. If bank 
cheques are issued and accepted they can be lent at a nominal interest of 
1 per eent to 2 per cent. Tliis will go a great way m relieving the liiuvix ial 
strain of the agriculturist. The agriculturist finiis it mort' irksome to pay 
the high interest charges than he finds to repay the principal amounts. 

The bank notes must he made redecmublo in any Government treasury 
or in the Central Issue Deimrtment and its branches or in the Imjierial Hank 
and its branches. The Genlral Issue Department must keej) great reserves 
to redeem the bank notes at any time. The Govei nnieiit, wlienever oceu- 
bion requires, mu.st pass legislation and pnblisli circulars giving a sort 
of security to the public about the bank note.s. Hut poriect ease must be 
maintained in mutual exchange. 'Fhe pay of Government officers nmy Iks 

distributed in the form of bank notes. Hut tliese notes should not be 

forced upon thorn. Of their own understanding they should receive tliese 
notes. Such a distribution of pay to Government officers will create the 
public atmosphere necessary for the notes to be forced into eirculution. 

One important good eflect results from this cheque system. The coins 
both gold and silver will aceumulato in the hands of tlie foreign traders. 
Thus more money will be available for foreign trade. More commodities 
that can find a market in India will be imported. To equalise the greater 
imports, more sdiould be produced at home. Gieater production and in 

exchange a large numl>er of imports wdll add to the comforts of tbo ptKiple 
primarily and the extra accumulation of capital can be utilised to pay off the 
railw'ay and public debts and relieve India from her home cliurges to 
the extent of Its. 15 crores every year. If this is removed in the course of a 
few yeafs, India will l>e on a sound liiianeial basis. Production both in- 
dustrial and agricultural will greatly increase and .shed happiness and com- 
fort on every one. 

Government should alw'ays be careful to see that gold or stiver docs not 
come to have any premium. By maintaining easy transferability between 
gold and bank notes this can be avoided. 

I have alluded above to the Central Issue Department. I have pointed 
out that great reserves should be kept in the Central Issue Department. 
50 per cent of the notes should lie kept as reserve iii the several provincial 
branches of the Issue Department. Of this 50 i^r cent^ half should l>e kept 
as cash for payment for redemption at any time and half must l>e k«I^ 
as deposits in the various Imperial Banks, which can l>e made use of if 
occasion req^uires. 

In connection with the central reserve bank I have treated at length 
tile topic^growth of cheque habit. This is more an answer for question 4 
Purt III. 1 will briefly refer to this in my answer to that qtisstioii* 



li k an obvious phenouionon that indigenous baniis get a lai^ge iiei 
return on their capital, alter meeting the legal expenses, managetueiti 
charges, losses througli detault, etc. bxncc they lend at a high rate and 
since they lend only on good security the net return is very large. The 
worhlng capital is suthcient to lueet all the present demand. i?dr, only 
tew go to it since the rate is lugh. The security offered m some cases 
is not accoxitable. It hy uu eiiactuieiit the voluino of business is incroased 
owing to tue reduction in the rate ot interest, 1 Lliink that the working 
capital may not lie sufficient, btill new banks are exi>ecled to iLse and sux>p»y 
the need tor capital. When bank notes are issued, by that uniouiit 
the total medium in circulation wid be increased and thcfse banks will 
hnd their capital sufficient lor their expenses. These banks also must be 
made to accept the bank notes ot the Oo-opemtive JDexiartinent. liut it 
is a jiroblem wtietlier these jieople can find transaction. When bank notes 
are lent at a nuiuinal inteix*st ot 2 per cent, only the rate ot interest will 
be lowered but there wid always be the demand tor money. 

in. — Juvcstincnt kab'tt and aii laction oj caintai. 

1. All banks are now run by deijosits — fixed, current and recurring. 
They receive tlie ilepc tits at 4 |>er cent and leiiti at 7 per cent to 9 

cent. Ju tlie case oi inivate bunks, they do only lending business. Caxn- 

tul is subst'ribed by x^artners and they do not receive dexiosits. The best 
means ot eiieouraging savings and investiueuc habit are by .starting co- 
operative societies in every village and liainlet. The agriculturists 

must be aitxuainted that the liaiiks are intended to receive their savings 

as much as to give them loans. The o[)inioii greatly pievaiis that the 
eo-<JX>crative banks lend money at a cheap rate ot interest, 't his asiiect that 
the eo-oiierative banks receive their .savings has not been wed understood 
by many and Clover niiient must take measures to bring home to the mem- 
bers ot the co-o])erative banks that they receive deiiosits, however small, 
trom them, give interest bu them and leturii them whenever they may 
require, \jlovernment sliould undertake proiiagaiula and make the i>eox>le 
take greater interest in collecting depo.sit savings from its memliers and 
returning the dexiosits wlienever the memliers may require. One or two 
instructions will greatly stimulate the x>hblic and they will theiicel’orward 
XJlace all their dei>osits witli tlie hanks. Jii the case of co-oxierative societies 
with unlimited liability, responsibility is with the members themselves and 
they will see that the societies are conducted proxieily. I'liis appears to 
be the best ioriii of the society. The liability being unlimited, each member 
IS interested m seeing that the money is safe and that the borrowers iiay 
buck i>imctually and utilise the liorrowed money for useful and productive 
Xiurxioses. It is a wholesome clieck against the misii.se of money or extra- 
vagance hy the members. It is in those unlimited societies that facilities 
are found for the members to repay their old debts borrowed at a high rate 
of interest. There is also the brotherly feeling and sympathy for each 
member is interested in the welfare and progress of others. Such facili- 
ties are not found with other banks. 

i am of oxiinion that the x^nblic are x>rovided with full facilities for the 
investment of their savings. The [hiblic are allowed to dex>osit and invest 
in the eo-ox)orative liariks and they are allow'ed to x^lhc*€ their money in 
tlie Post Office savings bank. Besides, almost ail banks offer savings 
bank accounts to be oxiened by its meraliers. The facilities for interior 
places are co-operative banks and Post Office 8aviiig.s banks. These two 
openings are enough to satisfy the requirements ot the people but they 
are not utilised at all because they do not understand these facilities. 
The best way is to do propaganda work and dispel the ground of the 
gloomy outlook that the co-operative banks are for lending only, and induce 
thepi to place their money in the banks. 

The interest that is allowed on deposits and savings bank account is 
very low and this deters the intelligent class from placing all their 
deposits in banks. The small capitalists find private lending more 
remunerative. By fixing the rate of interest chargeable and by bring- 
ing the interest allowed on the deposit venr nearly equal to that maximum, 
deposit can be attracted to these banks and private lending greatly 
minimised. The only institution that can work with the greatest advan- 
tugu to the borrow^ as well as depositors is the CKMiperative baxikcu X/et 



Uft take a Synthetical case. Suppc»se the deposits are received hi 6 
par cent and Ae working expenses V>e half per cent. Suppose the maxi* 
noM^ rate of interest is 7 per cent. By private lending an individual 
will get one rupee at the most for every hundred for one year. In such 
a situation the attitude of the private lender will Iw to deposit the money 
in the bank and he secure of 6 per cent than lend to private pei-sous and 
create for himself loss of money, won*y and unnoc'cssary litigation. 

2. Postal cash certificates or savings hank doixvsits are not very popular 
with the people. It is only a very few persons who purchase these »‘<>ilifi- 
cates as the rate of interest allowed is very low in comparison with the 
prevailing demand for money. Those who can afford to purchase these cer- 
tificates prefer to lend money to individuals privaUdy. If co-operative socie- 
ties are run efficiently and a standard rate of interest estahlishcHl much 
money will flow into the savings hunks and postal cash certificates also 
will l>ec*ome more popular. Only lich people resort to savings hanks 
accounts and purchase of postal cash certificates. Further, traders couduct- 
ing business on Imrrowed capital must he induced to purchase these cash 
certificates so a.s to give a sort of guarantee to the creditors. 


3. The people in my district do not invest mucli in silver and gold. The 
reason is that they do not save much and they live a hand io mouth exist- 
ence. What little they save, they hoard for future use and only a negligible 
portion is invested in silver and gold. 

Taking into consideration the habits of various groii|>s of people in my 
district they can he divided into three groups. Tn the first group are to 
bo placed officers, lawyers and professional peo])le who get huge incomes. 
Tn the .second group are to ho placed big landlords, officers with potty 
income and stray agiucultinists. lii the third gro\ip are to be plaocMl day 
to day labourers and ])oor agriculturists. Tlie people in the first grou]) save 
much and they invest their savings mostly in popular private V)ankH or 
in secure Government hanks; occasionally some of these neople who have 
got some interest in agriculture invest tlie money in land. The second grou]) 
of people are not able to save much and they want to get high interest 
on their small savings. Therefore they continue private lending at high 
interest — 12 per cent and above. The third class of people* aie not able to 
save much. They imagine tliey are lords if tliey can sectire hare subsist- 
ence. If, by a sncce.ssioii of favourable times, he is able to board money, 
be does not so easily part with it, he boards it in bis own bouse so that 
it may be of immediate^* use. Moreover be has got grave doubts about the 
safety of the money if it is invested in banks. Begarding ibe purpose and 
manner in which these classes of people spend their monew T may ho 
permitted to say a word. The first c‘la.ss gf people generally spend their 
money in purchasing Ironses, in purcdiasing cars and in other luxiiririis 
ways such as lavish expenditure during marriage and festive occasions. 
The second class of people spend their money more jiulicionsly. Th(?y are 
averse to luxuries and tliey would part with tlieir money only for bnre^ and 
indispensable necessities; for instance, they may purchase small comfortable 
houses costing rupees four or five thou.sand whereas the rif h class will either 
build or i>urchase houses for two or throe lakhs of I'upees; in all their expenses 

they are always moderate and calculating. The thiixl cla.s.s of i>eople are 

mostly anxious about the safety and iireseivation of money. They know 

how difficult it is to accumulate money. Their expenses are nuitc reason- 
able. Tn their case, they .spend money only in pin'chaso of lands vhitli 
will yield fruit to their hard labours. They do not like lavish expenditures 
on productive items. One reasonable expense wbieb all the classes under- 
take knowing it to be a waste is the money spent for litigatron. In 

litigation these people are entangled sometimes unnecessarily and they are 
made to spend lots of money. Sometimes, thev conduct litigations winully 
and it is all due to* want of understanding. Except for items bke Govern- 
ment kist, warrant amount and litigation the third and second clasKcs will 
not part with their money. Farmers lend tcj fellow-agriculturists in ^Tiall 
amounts on terms purely oral. For big sums they lend on the security of 
lands. The surplus which thev are able to get in a prosperous year is 
not inrested in hanks. They hoard the surplus in their own houscss and 
sometimes lend their money on security of lands. 

4. T have 4ealt with the growth of cheque habit in niy ftiwwe™ *» Part IT. 
T ahan deal here onlv with the use of vernacular scripts in hanking. At 
pnmnt the business of the indigenous hanks a"** 

dllctad only in vernacular script. In big banks like the Imperial Bank of 
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India, howler, the vernaculttr in not iiaod; of cour»o it will be of great 
advantage if the vernactilar script is used in banking. But aa ISnglhifc 
language has prevailed with us so long and as the English language is essen^ 
tial in our foreign relationg, e.g., exchange banks, it is better that the 
present script is csontinued. If a vernatmlar script is to be used it must 
be unifonn throughout India and it is absolutely no use to have one langu^e 
in one part and another in another part. There cannot be oo-ordination 
between the several banks and correspondence too lj>eta’een batiks cannot be 
carried in different languages. For such puriiofies it is best to have a commcin 
language for the whole of India and to nave that language as the script in 
banking. These raise a broad question, namely', what shall l>e the national 
language P This question has l>een variously tried and experimented upon. 
Pending serious investigations, it is most advisable to conduct the banking 
work ns at present in a foreign script; until a c*oininon national language 
4s establisheci in India it is but futile to bring al>out any whimsical and 
spasmodical changes. 

5. It can be easily inferred from my previous remarks that banking and 
investment habit is of very slow growth. The fundamental reason is that 
till recently India lias bc»en raided and concpiered by one tribe after another. 
Only 150 years ago the British conquered India and estalilished the British 
rule in India. After the establishment of the British rule, pea(‘e, older and 
tranquillity have been maintained and everybody is vouchsafed safety of per- 
son and property. Before their advent, inonc'v was most insecure and benc-e 
in India money was shy of investment. Another reason is that the Indian 
people are mostly agricultural and banking work did not progress much 
with the slow agricultural oj>erations. 

Propaganda by Government is the only means of educating the people. 
A separate staff may, if necessary, he maintained to conduct lectures in 
various places and practically demonstrate the facilities offered to them. 
The co-operative hanks must in the first instance he direc‘ted to ask the 
agriculturists to pay every year a small ])ortion of the produce as deposits 
in co-operative hanks. Government must make it its chief c*onc(»rn to 
propagate the rudimonlary ideas about hanking and its facilities. The pro- 
posed new atmosphere cannot he croatcKl in a single day. But it will take 
a long time and the work must he borne along patiently. 

My recommendations may he summarized as follows: — 

1. By affording cheap credit to the poor agiiculturists by establishing 
co-operative societies in each and every village. 

2. By granting both short-term loans for cultivation expensc.s and also 
long-term loans. 

3. The creation of purchase and sale societies in every village and whole- 
sale purchase societies at Madras, 

4. Granting concessions in railway freight for the purchase of sales 
societies. 

5. Reviving and encouraging cottage industries such as handspinning 
and handweaving, carpet weaving, blanket weaving, etc. 

6. The establishment of a Government staff for auditing and checking 
the accounts of indigenous banks. 

7. Creating in every district a centnil reserve hank wdth wdiich the indi« 
genous banks may 1)© ct^nnected, 

8. Passing legislation fixing the maximum rate of interest chargeable 
on loans. 

9. The establishment of central mortgage banks with provincial branches 
to <«6fer cheap credit to agriculturists for Jong periods on the security 
of lands. 

10. The astablishment of the institute of banks for affording training. 

11. Introduction of bank notes of small denominations. 

12. Creation of an issue department which will issue these bank notes, 

13. Carrying on propaganda work to educate the people in banking work 
and its facilities. 

14. Inci^asing the rate of intercut in de])Osite and savings bank accounts 
and postal cash certiffcates to make them more attractive, 
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/. — AgricMural credit and credit faciliiies /or $mall industries, 

1. Apart from the richer classes of ryots who have enough capital for 
all purposes, a large number of ordinary ryots in this division live by 
means of borrowing. They begin their cultivation by borrowing for tlioiV 
^ttle. seed and implements and for this purpose they pledge their crops 
in advance to the village Sahukar so much so that when the harvests 
come in, a major portion of the produce is taken away by the Sahukar 
and nothing is practically left for the ryot. For his maintenance and 
clothing, for future agricultural purposes, and for all domestic needs he 
must again borrow. When the time for the payment of laud revenue 
comes, the ryot must again look to the Saliukar who taking advantage 
of the urgent need makes an advance of the money at an abnormal rate 
of interest ranging from 12 to 24 per cent. What the ryot realises at the 
next harvest is barely sufficient to meet his liabilities. In tho meanwhile 
the failure of a monsoon which is by no moans uncomnton in this division 
or the loss of crops due to ins€»ets, etc., tho sickness of a member of the 
family or the marriage of the ryot’s son or daughter renders tho position 
of the ryot still more helpless. He invariably gets into deeper debts and 
the Bahukar is no longer satisfied with the pledge of crops but manager 
to have all the ryot’s lands mortgaged to him. The Sahukar then bet^omes 
the ryot’s banker, and seemingly rbluctant but really feeling triumphant 
doles out small quantities of grain, or small sums of money for the daily 
wants of the ryot. The Sahukar charges his own rates of interest ns tho 
ryot can no longer afford to bargain with him ; whnt is worse, the ryot 
has next to plough the lender’s field gratis and to do any work at his 
bidding. The younger members of the family, tho sons or brothers are 
sometimes engaged os the private servants of tho Sahukar without wages 
and in partial pavment of the interest on the amounts borrowed. The 
inevitable result of all this is that in the course of a fc'w years the ryot 
is unconsciously driven into a state of absolute slavery". 


The next class which comprises a no small number is that of the land- 
less agriculturists as distinct from wage earners. They have nothing but 
their physical labour at their disposal and they have only to start by 
engaging themselves as the ‘Palikandlu’ (partners) of the richer ryots. 
Cattle, seed and imnleinents are all given by the r>"ot and lalmur only 
coupled sometimes with a share in the shape of one or two btills is <‘op<n*- 
hnted by the ‘Palikadu’ and the latter gets a fixed proportion about i 
of the produce. For his daily wants again he has to draw on the ryot 
and at the end of the season his so-called share is not even allowed] to 
be taken to his house hut carried away by his ryot. Experience shows 
that this class of unfortunate ryots have not only to w^ork in tho ryots’ 
field in retum for hare subsistence but what is worse tbev Imve to help 
in all village politics and factious quarrels, and in nl? kinds of litigation. 
All ^is is because the honest labourer had no capital to start with. 


Considerable relief has been afforded by means of Rfste loans for the 
sinking of wells, and other permanent improvements, for the purebnse of 
cattle, seed, fodder, etc., but the takavi system cannot help in removing the 
indebtedness of the rvot for no loans are granted for the nurpt>se of payment 
of old debts. Co-operative credit institutions have also done immense gorKl 
in this direction but there is still much to be desirefl. Tn this division there 
are only about 100 societies for as manv as 233 villages aiul severnl of tln*se 
are mismanaged ewing to illiteracy and ignorance of the mem tiers and tlie 
»iancitv of suitable men to do the Secretary’s work. Iho few men that 
become available— verv often the village karnams and redd is— lord over the 
raot and turn ererythinii to their neiwn^ advanixwent 
only be hoped to be removed by the development of rural elementary 
tio<i on aonnd lines providini? not only fur tho awjiiisition of the elementary 



knowledge of reading and writing but also for the derelopment of character 
and the acquisition of business habits. An equally good remedy seems to 
be the training of adults in the management of their affairs. This can be 
achieired hy inspectors and co-operative unions giving constant lesmns to 
the members of the rural co-operative credit societies and to the villagers 
in general. 

It need hardly l>e said that the existing defects are common to ail new 
institutions and by no means peculiar to this countrj\ With the spread 
of impular education and with longer experience such defects are bound to 
disappear. 

Co-operative societies wherever they have lieen properly worked have 
achieved tangible results. They have not only reliev^ a large number 
of ryots from slavery to the village money-lender, but also have tau^t 
them the principles of thrift and self-help. In a way the co-operative 
societies may be considered to he more useful to the ryot than the iakavi 
system. The elaborate formalities to l)e observed in the case of takavi 
loans and the consequent delay in affording relief are very often irksome 
to the needy ryots. In this respect co-operative institutions afford greater 
facilities. 

Further, co-operative societies can exercise a more effective check upon 
the borrowers as they have constant opportunities of watc*hing them and in 
this way they can minimise fraud or misapplication. There are several 
instances of ryots who obtain takavi loans for the purpose of purchasing hulls 
but who actually spend the amounts on extravagant marriage ceremonies, 
or in clearing otd debts. When the inspecting offic^ers come for verification, 
they easily hoodwink them by not only managing to get the bulls of other 
ryots but also by procuring evidence to the effect that the animals belong 
to themselves. These dodges are not jmssible in the case of loans from the 
co-operative societies, as the members exercise a sort of mutual check. The 
majority of people in this division are agriculturists and considering their 
habits, their economic and social conditions the development of co-operative 
societies and the organization of srtienies for their- proper working seem to 
bo what are most needed. 

3. (1) Agricultural land in this division may he divided into four classes — 

(1) Wet lands irrigated by tanks and channels^ — yielding paddy, betel 
and sugarcane in parts j 

(2) Dry lands irrigated from private wells — yielding rholani, ragi, 
onions, chillies, coriander and wheat; 

(3) Dry unirrigated lands — black c*otton .soil — yielding cotton, white 
cholam, kora and groundnut; and 

(4) Dry unirrigated lands — red soil — yielding kora, sajja, red gram, 
horsegram and groundnut. 

The value of the lands comprising the first class depends mostly up^?n 
the nature of the irrigation sources and the facilities for manuring. Some 
lands under the Pennar river channel, for example, in Chagallu village of 
Tadpatri Taluk, which generally yield two crops in a year, are value<l at 
Rs. 1,500 to Rs. 2,000 i>er acre. Those under ordinary spring channels 
and tanks which are precarious are valued at Rs. 200 to Rs. 600 per 
acre. 


Lands of the second class — value varies from Rs. 200 to Rs. 600. 

In the case of the lands of the third class, tlie value again depends 
chiefly upon their vicinity to the village and to the market and upon 
facilities for manuring. Values vary from Rs. 250 to Rs. 1,000 pet acre. 

Lands of the last class are generally valued at Rs, 25 to Rs. 100 per 

acre. 

(2) Valuable land very rarely comes up for auction for non-payment of 
revenue. Generally lands which, have to be sold for arrears of land revenue 
are those which are neglected by the owners — mostly absentees— ii^o do 
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lift ibink it Worth while to l>e«iiaw the roq^aired labour or who htid it 
(Mficult to otherwise arrange for their cultivation. These lauds ot'tan 
hriong to the last class named above. 

Lands brought to sale by civil court decrees feUh only low bids for 
want of comi>etition, as none but those dii'ectly interested in tlie suit api>ear 
at the court ; secondly, because such lands are generally otherwise encuuiberiMh 
People of other villages do not generally hnd it profitable to purchase 
them. 

The value of lands purchased by private negotiation generally <lepends 
upon the market value of similar lauds in the vicinity. 

5. (1) 1 append a stiitement showing I’oughly the extent of indebtedness 
in Khojjepalii of Gooty Taluk. It is u small village consisttiig of about 
180 houses and u huge sum of its. 55,4110 has been borrowotl by the villagers, 
the creditors consisting of a rich Komati merchant at GtKity, a rich 
Muharnmadan contractor, and a lew rich ryots of the same village or those 
adjoining it. The Komati has lent as much as Its. 20,600. The rates of 
inter^t charged are mostly from 12 to 24 per («nt. Two (•o-operativo 
credit societies have been recently starto<l — one in the parent village and 
another in the liamlet, hut they have not so far done much work. 

(2) Fifty-seven per cent of the above debt is covered liy land mortgage 
and with the exorbitant rates of interest the debt is l>ound to increase 
by rapid strides, and in a few years the borrowers will have very little 
hope of redeeming their lands which must necessarily pass into the hands 
of the creditors. The latter will not be able to cultivate them and will 
have to lease them mostly to the former owners. In the transition stage 
the ryot naturally loses interest in the laud, takes little care in nuiiiunng 
it and does not strive to do cultivation in a really efficient manner. 

(3) Most of the Komatis who own lands in this division have acqiiiie<l 
them through money-lending. There aix> some t illages where the rich land- 
lords are no other than these money-lenders and the real agriculturists 
are their tenants and servants. 

HI. — Investnieni habii (/ml aitmclton o/ cdiniul. 

1. & 3. The old habit of hoarding money under the ground js ilying away 
though it is not completely extinct. The people in this division may ho 
divided into four broad classes — 

(1) Merchants, (2) rich ryots, (3) average ryots, and (4) labourers. 

The first and second classes comprise very few in an average village 
and the last two classes form the majority. The first and the second 
classes do not generally resort to any forms of investment except lending 
their money to the villagers on favourable rates of interest on mortgage. This 
is because these loans fetch high rates of interest, 12 to 24 i>er cent,, and 
convert them into local magnates with considerable influence and |>ower. 
These are greater attractions than the benefits accruing from investments 
in co-operative banks or Government securities. The last two classes often 
have very little to lay by hut in years oi plenty the moneys obtained by 
sale of produce or saviug-s in wages are spent in purchasing silver and gold 
jewels. This old habit is still prevalent among all, including groups (1) and 
(2) and by no means on the wane. Even the richer classes (1) and (2) think 
of lending out money only after having provided their families with 
sufficient quantities* of jewels. This habit can l>e said to have a stronger 
hold on the less fortunate, groujis (3) and (4). The first thing that an 
ordinary ryot or labourer does as soon as he is able to save a few rupees 
is to puiTcnase a kadiyain. a bangle, vodyanam, a nanu for his 
daughter. In this his action is due not merely to his own ideas but 
influenced chiefly by the woiH?n of the family. The people are sUlI so back- 
ward and ignorant and rigidly governed by old custom J 

think of other forms of safer and more profitable investment. The hist 
step towards improvement seems to be to afford greater facilities to snmii 
agriculturists and lalK)urers for investing their small savings. 
people in the remote corners of the country can find it ^nvenient to go 
over to the taluk or the firka headquarters for depositing a couple ol 



nipee« in the postal Bavings bank. Here again the dereiopineiit ef o6« 
operative inatitntiotiK seema to be the beet solution. If each village should 
have a co-operative society, smali investors can easily deposit their saving 
and withdraw them withont trouble or exi>enee whenever ^ley want to do 
so. These institutions benefit not only tne poorer classes but the whole 
population in general. The richer classes, i.e., groups (1) and (2) do not now 
go in for other forms of investment not because they are i|^orant of the 
facilities for the purchase of Government secnrities or of other banking 
institutions but because they find that the present system of lending kHMitlly is 
from their point of view more profitable. This defect can be remedied not 
by increasing the existing hanking facilities for the richer classes hut by 
increasing credit facilities for the poorer classes. If the latter can easily 
Imrrow ebewhere they wiJi give up the tyrannical village sowcar or the rich 
farmer and the latter would in course of time be compelled to invest their 
money otherwise than at present. This would tend to the economic and 
social improvement of the population in general. 

5. (1) I strongly support the view that hanking and investment habit in 
this country is of very slow growth and this is supported by the description 
of the habits and customs of the people as given aljove. 

(2) Propaganda work hy Government in regard to Government loans and 
by co-operativo inspectors and 1t«>operativo unions in regard to the benefit 
of co-operative institutions, the method of successful working of these 
institutions, the habits of thrift and economy in social ceremonies — all these 
which are c'ertainly likely to tend toward.s the amelioration of all classes — is 
essential. With the present staff of revenue officials it does not seem to )>e 
nossible to do any propaganda work worth the name, hut a systematic distri- 
nution of vernacular pamphlets in popular Telugn will effect considerable 
improvement. 



APPENDIX. 

Statement showing the extent of the indebtedness of ryots in Ehojjepalli Village of Grooty taluk. 

(Question 5 of Section I.) 
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Written evidence of the Andhra Bank, Limited, Bandar, 
Masulipatam, Kistna diatrict. 


i . — Agricultural credit and credit facilities for small industries. 

1. Aii^riculturai needs in this area were not exactly classified as short 
ierni and long term, that is to say, as expenses for cultivation and expenses 
lor permanent improvements or other special needs until the oo-operative 
aiganizution stepped into the field. On the other hand, when the ryots 
borrowed money trom sowoafR, they had really three accounts: at first start- 
ing on a kathu, it will soon develop into a pro-note and after some time 
uttuin the dignity of a mortgage so that after some time the rj^ot is indebted 
to the sowcar on all the thi*ee accounts and these sowcars are mostly village 
ryots themselves keen upon land acquisition. The state of indebtedness has, 
therefore, become deep-rooted and many-sided so that the only way out was 
to sell the land one day cither voluntarily or in court. After the co-operative 
movement has come a sharp line of demarcation has been brought into 
existence, into short-term loans for cultivation expenses and long-terih loans 
fur other expenses. But even here, the so-called long term has be-ni always 
a vascillating jieriod being at one time ten years and now limited to live 
>ear8. There is no certainty that when a ryot takes a long-term loan, lie 
always uses it for a permanent imjirovement of the land. Jt is possible he 
uses it for buildings or marriages or for that matter, even for the purchase 
of ail adjoining piece of land. 

The rates of interest outside the co-operative movement range from 9 
to 18 per cent, 9 per cent being very rare and only charged on mortgage 
debts of very large sums sucli as lis. 4,000 and Rs. 5,000. It may be said 
tliat 9 per cent does not xiractically exist. But there are other debts of 
small volume the interest upon which goes ui> to oven 36 or 48 per cent in 
which the interest is counted as so many pies per rupee per mouth. The 
period of loans is not always clearly defined, but ottentimes loans are 
taken on condition of being rejiaid during the harvest and such loans in- 
variably carry interest in kind and that at a very high rate coming up to 
25 to 30 iier cent, ^his district is served by two co-oiierative central 
bunks, one at Masulipatam and the other at Bezwada, the working capital 
of both of which comes to Rs. 30 lakhs of which a half would be the short- 
term loans given to 500 village .societies. The estimate for the district, thcrc- 
lore. for short term indebtedness may be put down at one crore of rupees. 
In Gudivada taluk, eight Marwaris have given advances to the extent of 
46 lakhs of rupees to the ryots oi that single taluk both for agricultural 
and other purimses at lates ranging from 15 to 22 per c*ent. The com- 
plaint is that there is no such thing as a system operating in regard to 
the finance of agricultural credit. The ryots are simply compelled to drift 
I or themselves and are at the mercy of the money-lenders where there are 
no co-operative societies. The remedy, theiefore, is undoubtedly to plant a 
co-operative society almost in evei*>^ village and even with that the needs 
of the ryots now* supplied are not all the needs that require to be supplied. 
In the first place, there is a large peirentage of population who are not co- 
operatoi's and in the second place, even the co-operators are serving a part 
only of their needs. 

Only recently have two land mortgage banks been started in this district 
which have distributed loans to the extent of five lakhs of rupees and 
cover^ an a^a of 60 villages. The maximum borrowing power of each 
individiml hitherto has been two to three thousand rupees and it has just 
bj^n raised to three and five thousand respectively. The period for which 
the loum are given is twenty years and the rate of interest is 9 per cent. 

I here 18 no cg-ordination whatever amongst the various credit agonciee* 
including Government nor is any such thing to be expected where there 
IS no system at all. So far as the Government is concerned, they have 
advanced Rs. 50,000 to one of tlie land mortgage banks and Rs. 10,000 
to another. The amount allotted to the Kistna district under the Agri- 
culturists Loans Act and the Land Improvement Loans Act was last year 
Rs. 6,000 and three oiBSicers exist for the distribution, the Tahsildar being 
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to give loans to the extent of Rs. 500, the Deputy Colle<‘toi’ np to 
Ba» 1,000 and the Collector up to Ihs. 2.000 and when each of iheee pre- 
|i»red the cases the Board called off money for Bellary whore there are famine 
conditions. The joint-stock banks in the district, of which tlum^ is only 
one, do not lend money for agricultural puqMisos although their hums ixn) 
not confined to merchants. 

2. The method of marketing produce varies with the sot'ial status and 
class of the producer. The very poor ryot sells it on the field and gets a 
poor return for his produce. Oftentiines he is obliged to uive it to his 
money-lender who barges exorbitant rates of interest in kind. Tho man 
who fiMs the next stratum in society is able perhaps to carry his 3)rtKUice 
immediately to tlie nearest toan where he is practically under an indentuiv 
to a commission agent from whom he had already taken advanws, Tlit're 
are a few who are able to store their prcnliice in godowim aiul find inoiicr 
lor their neetis by means of loans from the Imperial Bank or the local Cf)- 
operative bank. Tlie (XM>perative societies have made little headway witlj 
regard to prcnluce loans while the Imperial Battk has ]>enetrated many of 
the villages. 

The difficulty about the co-operative marketing of produce consists 
largely in the way of piic?ca gixlowns. The producer is generally so much 
indebted to the village sowenr or to the town commission agent that ho 
has very little choice ns to the price or the time and tlu> phuH? of disposal 
of his produce. Provided this chronic indehtcslnoss is relieved through the 
agency of tlie land mortgage and tin* ci)*oi)crntivc hanks, it. is poKKibie 
to pool togetiver the produce in pneen godowns, obtain ni>-to-dato infor- 
mation atid st*ll in the best market. As regards godowns. tliey conlil l»e 
constructed by private enterprise or by <*o-o|>erative effort at important 
places like tin? railway stations, junctions of ro;uls or canal bunds. Tliey 
may l)e of standard dimensions so that for the purchasim, for th<^ insnrumc 
company, and for the hanks there will not be much difficulty in ascertain- 
ing the fiuantity, etc. The task of the hanks will be all tlic moic light if a 
responsible corporate body could is,sue some receipts like the wnrehouw'* 
keeper’s certificates because if they were to Iw found sufficiently reliable 
the banks may dispetiso with tiie costly estahlishment of gwlown-keepers, 
and periodical inspections by superior staff. Thi.s saving in establishment 
charges will ultiinat<dv l>enefit the producer who obtains loans from banks 
against produce. When morioyH are advanced on thatchcxl shedt* and 
thatched “puns” the insurance rates are necessarily higher than on 
pucca godowns. It has l>©en calculated that this year the rate of interest 
has come to 10 per cent for the lmp<»rial Bank’s prrMliK'e loans. The abMmce 
of bureaus of information rc^garding pri(‘<*s and the variations in them 
from time to time in tho hands of the ryots is a great handicav> in regard 
to marketing of goods. Such information when made available through 
proper organizations to the village ryots would help them greatly in aelor^t* 
ing the time and place for their marketing the goods. Two kinds of facili- 
ties are necessary in oixler to help the finatudng of products during the 
marketing. Tho commission agencies that now' exist arc alwavs inclividuatiftiic 
and capitalistic in outlook and they may Ik* profitably replaf?e<l bv (?o-operative 
organizations hx’ated in town.s and at centres of groups of villages such iis 
junction.s of canals or railways. At present there is no such co-operative 
organization seiwing as a conimisKioii agency the ohifx^t of w^hicli should be 
to make available the profits of its business to the original producer. 

When a producer wishes to store paddy or a middleman wishes to do 
the same in addition to any that he has grown on his field, he must find 
some little money which is perhaps 20 |>er cent of the whole requiretl as 
his share of investment on the purchase of the paddy intended to be stiired. 
He recinires only a credi' facility for this amount at this stage. Once He 
gets money, he bargains for a certain amount of produce from the 

eeannkaion agent on seven days credit and in the meantime storing the 
produce in g godown, pledges it to the .Imperial Bank or the Indian Bank 
Olid gets tile remaining four-fifths of tlie produce. With thi« monev he pays 
the commission agent. Then when the time of sale comes, the real dHRculty 
arises; for the man that has stored the produce must get from an inde- 
pendent soiiire the money to repay the hank debt. That is just the season 
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when mon^ is Boarce md, unkM he lue %roii|^t numej from U| ii^pfeii* 
<lent sooroe end repaid the bank^ he eannot releaee hig own produce^ Jute 
doing it, he moet sell the goods in the market and repay with the procea da 
the man who has tinnporarily hnanoed him. It would therefore be a greater 
adrantage and real help to the storer if the bank itself could undertake 
to release the produce on payment of money by the producer to it direct. 
The internal trade is greatly handicapped for want of facilities of internal 
remittances. Whereas the Tmperial Bank discounts hundis and gtyes 
facilities for internal remittances on a moderate charge ranging about 
l/16th to 4 |>er cent, the same facility is not afforded to indioEenous 
banks when they come in as intermediaries. As a matter of fact, it eom- 
petes fiercely with indigenous banks cutting its own rate in order to k^p 
down its competitor, l^us it virtually puts down all indigenous banking 
business in regard to internal remittances. For want of facilities for 
cheap remittances, indigenous banks are now obliged to take a very cir- 
cuitous route for the recoveries of moneys. 

This necessarily involves greater expense and consequently the banks 
are at a very serious disadvantage. The Imperial Bank holds a privileged 
position in having the Government moneys with them for effecting transfer 
of moneys and also in having a number of branches. And the Imperial Bank 
abuses this position in the mufassal by refusing to give even the facilities it 
gives to ordinary customers. It effectively prevents constituents from going 
to the ordinary joint stock banks by all possible means and enters into an 
unfair and unhealthy competition. In cities, internal remittances for sums 
of Bs. 4 lakh and above are effected at 4 anna per cent for banks but in 
the mufassal, the minimum amount for such facilities should l)e fixed at 
Rs, 10 000 oiilv ; even collecting cvf cheoues on their own branches for sums 
below Rs. 5,000 is not done at par for banks though in the cities this 
facility is given os a matter of course. The Imperial Bank is admitted 
to he the banker’s bank and it l)eing also admitted that it is the duty of 
the Imperial Bank to help the smaller indigenous banks in the country as 
was stated by Bir Basil Blackett recently, it should l>e made plain that the 
Imperial Bank should not compete with the indigenous banks hut on the 
other hand afford all possible facilities for internal remittanc^es. The in- 
digenous hanks may very well be made the agents for the Imperial Bank 
for gathering the bills and pooling them and for this purpose, it must 
l>e prepai-ed to divide its cominiasions with the latter. It should not receive 
bills direct from the baeaar but should insist on their being presented 
through other banks, wherever they exist. 

The duty on bills discounted at present is prohibitive and one of the 
reasons why they are not popular in the country and why people would 
like to take money on pro-notes is really this. There is no reason why the 
duties should not be reduced to the same proportions as on pro-note. Of 
course it is not necessary to dwell upon the great advantages that will 
flow from the development of discounting of hills. There is no peculiarity 
in the hundis current in this part of the countiy. 

3. The paddy yielding land sells on an average at Rs. 800 to Rs. 1.200 
per acre. Tlie dry land on which is grown maize, chillies and pijA^ sells 
from Rs. 400 to Rs, 800, These are the nrices that rule in private negotia- 
tions. In court sales the nrices have suffered bv 20 to 30 per cent while in 
revenue sales the prices suffer for want of sufficient publicity. 

4. Reference already been made to the existence of two land mortgage 
banks in this district. There are no narticular impediments to the mortgage of 
lands. One of them deals with Government villages and the other deals 
mostly with zamindari villages. The diflBculties in regard to the latter are 
th^t^no valid title-deeds exist in order to prove the rights of owners except 
where a record of rights exists. In the samindari areas not only has the 
BUfwey not been accepted by the samindar but even the exchange of pattas 
and mnchilikas has not b^n in vogue for decades so that it is almost 
impossible to get an encumbrance certificate from the l^gktrar’s Ofilce 
relating to the rights in these properties. It is a great nitv that there t« no 
record of rights in the Government villages in this Presidency and 

the Madras Government had made enquiries and Mr. Smith., the 
General, at one time assured the Government that he could eonduct a 
record of rights in this Presidency, yet po steps are taken, Unless this 
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jIom bmd mortgige banks cannot bo organiaod on a liberal iicaiO« BfOO 
Hio location of one Deputy Hegi^trar for the eloTcn dintrirts and one 
Assistant Registrar for each districi cannot help in determining the record 
of rights though it may help greatly in determining the value of lands. 

(6) Simplification of the process of foreclosure and sale by the land 
mortgage bank in the event of noti«payinent will iindoul>etdly facilitate hy 
enabling them to bring up the properties moriaged for sale witliout having 
to pass through the process of execution in law courts. This alone will make 
Ihe land mortgage banks a real success in the country. The funds oi the 
land mortgage bank may well be dbtained from debenture bonds and even 
the funds from central institutions must arise only from that source. Depo- 
sits might however be taken for short terms in order to enable the banks 
to disburse the amounts periodically and regularly but it must boar n very 
amah proportion to the total working capital. It has already bean laid 
down by tlie Royal Agricultural Commission that the interest on delienttmi 
bonds sliould lie guaranteed hy Government. It is easy for Government to 
secure itself against uiineovisary loss by appointing appriscincnt officerH, 
of high status not lower than the rank of a Deputy Collec'Uu* whose duty 
it is to evaluate land and watch ups and downs in the pri<^ of lands. 
Delienture l>onds may well l^ear 6 per cent interest for a 20 ycai's’ term and 
the money may he made available to the ryot at 8 pot ccuit. Debentures 
must be accepted as afitliorised investments under the Trust Act cither by 
amending the Trust Act or by enacting a rule liy the High Guiiis. It i« 
also necessary to jiermit short credits Inung given on the wH^iirity of dolien- 
tnros and a<lvnnces by the Iin|>eriti1 Bank against the same. 


5. One village has been certified, namely, Kowtaram, with a view to 
ns<H>rtnining all its indebtedness, ('onfidenct* bus Ikmmi MK'uriHl in the Imna 
fides of tile enquiry and by the creation of the bo|H> that all their indeh^tl- 
ness w'ould Ik* removed on the basis of long-term loans. The smwrviwir 
of rural reconstruction centre has lieen told off to this business and after 
three months’ arduous labour, he has been aide to furnish adcKpiate details 
of the indehtedness of the village together with property statements and 
its evaluation. The debts of a village and of each cfebt^ir in that village 
are so intercurrent in regard to their sources that it is virtually inifioiiai- 
bJe to define them under the varirnis sub-headings furnishe<l in the question. 
But there is no douht that marriages and other social oi’casions niv?! one 
potent cau.se as also growth of debt by compound interest. But the inmit 
potent cause of indebted nes.s is that the smaller agricultural biddings of 
less than lo acres do not constitute a paying economic unit. The crediiotw 
are largely professional money-lenders. The rat<*s cliarge<l vary from 12 
to 18 per cent. The Telugu calendar is used in some cases and the English 
calendar in others. It is true that a large numlier of people wdio are effi-* 
cient farmeis are being turned into tenants on account of the enforcement 
of the old rates and thus losing pioperty. Tlie fa<*t is that the man goes 
on Cultivating his land without thought of repaying the debt voluntarily 
until the last moment and ,keeps to the land until he is ejecte<l. Towards 
the lost day of his ownership the land undoubtedly suffers. 

6. Hand-spinning hand-weaving, tending of cattle, keeping a few cows and 
buffaloes, making small moneys from the milk and the curds and cow dung 
cakes, ^basket making, rope making are the crafts of the various craftsmen 
w’ho also own agricultural land. Thei*e are the subsidiary occupations hut 
none of these is really prosperous or is conducted on a paying i^'ale. They 
only meet the domestic wants of the individual concern!^ and if only they 
are organised they may be raised to the level of true sulwidiary occupations. 
Hand-spinning may easily be made a fruitful source of income especially to 
the old and decrepit and to others in time of leisure and can be 
trusted to bmg one anna to one and a half anna a day. This need 
not be despised as a small addition to the family income considering the 
rverage income of the Indian to be one anna nerm pies. The working 
capital for such enterprises must lie found largely by means of special co- 
o|ierative organisations t« which special facilities must be afford^ by the 
central banks by way of loans. Government must orgoniae, as it has orga* 
nined, h^d-weaving department, also the hand-spinning department and 
special faciftiies may also ^ afforded ip fruit and vegetable growing. 

6 (o). Hud-weaving is a very shccAisfnl and widely prevalent as well 
as paying ori^ in this district'especially after the introduction of the ffy- 
shfltile since the year 19IV5. But It has been subject to vi<4ssiiu^ 

98 



768 


Oil toeouni of tho unoortolntioi ot the foreign markets to wkidi it eaters. 
The largo market it had in Inngis for Singapore was orm^akea kf 4bm 
Japanese mills. It has, therefore, taken to supply the needs of Poona 
ana Hyderabad women but is alwap tossed about by the fear that some 
mills may displace the industry. It has always been a very difficult ihihg to 
organtae cooperative societies for weaving. 

7» Co-operative banks are not allowed to deal with any indigenous <fr 

i iolnt stock bank ordinarily. No co-operative bank is permitted to deposit 
t« surplus moneys even temporarily with such hanks without the express 
permisaion of the Registrar. Even when small amounts have been deposi^ 
by the Madras Central Urban Bank in the commercial hanks of the city 
* of Madras, express iiermission of the Registrar has all along lieen sought 
and obtained. The Imperial Bank is the only exception. 

There are only two land mortgage banks in the district and the district 
can hear another 18 banks. Already there are four applications pending 
i>efore the department and if only the department had been registering 
thm primarily land mortgage hanks, the others would have come in by 
this time nor is there any doubt that in five years the district will he covered 
with such land mortgage banks. If these various land mortgage banks 
are organised we can easily work up to Rs. 20 ci^orm in due time. Imme- 
diately Rs. 50 lakhs may l>e absorbed for long-term capital in the first year 
and another Rs. 10 lakhs can be absorlied for short-term capital. But i>oth 
the figures will lie steadily worked up from year to year. It may he admitted 
that in this distri<*t certain competition does exist }>etween the Kistna Co- 
operative Bank and the Andhra Bank although this relates only to the rates 
of deposits. The co-operative bank allows 2 per cent on current accounts on 
montnly minimum balances while the Andhra Bank allows 21 i>er cent on 
daily balances. Yet it cannot be said that the ^current account of the co- 
operative hank is at all mean. But more than this the co-operative bank 
has unfailing resources of fixed deposits, namely, the railway and district 
board funds and the security amounts of ahkari and municipal contractors. 
The rates on fixed deposits in the co-operative bank go up to a maximum 
of 5| per cent for three years whereas the Andhra Bank allows 61 per cent. 

Reference has already been made to the necessity for classing deben- 
tures as trustee securities and that will give a great impetus to the pur- 
chase of debentures of the land moi^tgage hanks. 


77 . — Indigenov^ honlhiq. ^ 

In this district there are private individual Vaisya hankers who are 
natives of this district, Marwari bankers who are Bojourners and a few 
* Multani bankers. They do the ordinary money-lending business and dis- 
count ' bills. The native born hanker of the district does only money- 
lending. The rates of intereat varj" from lOf to 18 per cent compound. 
The extent to which these people assist in financing agru'ulture has already 
been dealt with. So far as trade is (concerned the indigenous banker is 
chary about lending money to the indigenouB trader as any other body. 
So far as industi^ is concerned only small advances are made by the mer- 
chants dealing with the particular manufactures. The amount of ^pital 
invested in money-lending may be estimated at about two crores of rupees 
in the district. The volume of business transacted may not be much oyer 
four crores. Their expenses are practically nil and even a banker dealing 
witn 10 lakhs of rupees has only a clerk who is being paid only Rs. 30 per 
mensem. But the sowcars connive at the clerks making money from the 
party. It is only i-ecently that some of the indigenous bankers are depo- 
siting some moneys in the local banks in order to keep the money In a 
liqfnld litate and find an outlet during the dull season. 

4. Deposit receipts are not in vogue. Promissory-notes used are of 
the ordinary kind. The indigenous banker is just now befduning to 
deduce a small commission of 5 per cent in some cases when giving loans 
and tJhva muat \iowevet be admitt^ to be very rare. It baa been a pvaetke 
cop\e4 !tom ^e ^atwnn bauVeta and \a aVway^ a tax ouV? m wddvttou 
to the other pre-requisites whieh the borrower has to give before getting 
the lof^n. Indigenous bankers obtain funds largely from small 
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6. Thh f0^ pAid by egrio«i)e«ral torrowere vary from 10| to 18 per 

Ibiit bill above Itl per cent. Thei^ i« no doubt that the 

cultivator will profit a good deal by the reduction of theee ratee of iOteteit 
both in reapect of standard of living as well as agricultural tmprovotufiits* 
Tbo on^ way of bringing them down is to make the cooperative ttbve- 
inent grow intensively as well as extensively. 

7. it must be admitted that there is a certain amount of prefudioe 
against the professional banker. His interests are well protected except 
the uncertainties relating to the dehnition of penal interest. 

8. Indigenous bankers would not submit to regulation of their trade 
unless they had advantages flowing from such intorferenco. But the sug* 
geetion that joint stock banks may advance them moneys on easy terins 
ano thub afford them special advantages may not l>e acceptable, as with 
the "growth of banks, the indigenous bankers find money glutting in their 
own coffers. Therefore either wo must prohibit private money-lending 
or allow* it to languish by the organ iaed efforts of joint-stock and ^co- 
operative banking oijl an intensive scale. The latter is the only remedy 
now thinkable to the evils of private money-lending. 

9. liidigenous bankers would easily be able to make profits at 9 pei* 
cent s^ter leaving adequate margin for incidental losses. 

They are able to meet all the demands in the country more or less. 
^Thby are not obliged to refuse any appreciable percentage of loans^ 
during the off-season some money surpluses in their hands, and at present 
there is no means of linking this surplus, nor can we think of any means 
which will eliminate surplusiug in the months of August and September 
ai^d a portion of July and Oetolier. But if banks would not limit all thw 

t^mi of their loans only to six months as is now' the case and ii, on tho 

contrary, basing the figure on three years’ deposit, they could give out a 
certain sum for two or three' years, this glutting could l>e minimised. 

At present joint stock banks lend only for six months while (o-operative 
banks give lor twelve months except where they give five yeai*s’ loans. In 

between, there must lie three years' loans serving not the traders or the 

producei:8, but the consumer class. 

i //. — InvcHmcnt habit and attraition af ntpital. 

l» So far as tliis district is concerned, liesides the co-opt‘rative contrilf^ 
Difftks of whidi there are two and besides the Imperial Bank and its organW 
ietieus there are throe urban banks in Masulipatam and one in Uudivada, 
one In Beswada, besides vkrious other co-operative urban societies which 
also receive deposits. There are also two joint stock banks, the Andhra 
Bank having a working capital of Hs. 7 laklis, the second being newly 
started, but intended to serve the small borrower and encourage home safe 
deposits. 

These various banks receive in addition to fixed deposits, savings and 
fecipving deposits. The public are provided with fairly full facilities lor 
the inveetment of savings. Besides those enumerated above, there ate 
two land mortgage banks in the district which offer deljentures at 7 per 
eentk Feeble are in the habit of locking up a portion of their money in 
silver and gold as the reserve fund of their families which serves themnn 
good stehd during all emergencies. The habit is universal. 

2. Foetal cash certificates are not very popular. In fact, their existence is 
not very widely known. But most of the savings in India are not meatit 
to be Idbked up for a long time, but are meant to be drawn upon during 
tinm of meed. Five >e?vrs is too long a period for people to wait for the 
realiniion of their money in cash. Treasury bills are undoubtedly 'n, 
4SMii^i^Olition with foint-stock banks. The high rates of interest offered 9^ 
a choik on ffeposits flowing to banks in an indirect manner. While depow 
* rates qi banka rule at 4} pw cent, the tendency for the investtnent pubBo vw 
always be io look lor a higher rate of interest especially when the Security 
itfeiw Is.,, that of the whi^ Oeremment itaeli. 



idio ff otircIiaad’^Y Gofftitlbwlrt promhaoiy 

•ot^'W^W djiirict acT ItorBaitotf 4m we cannot dMlHi thii^iiwtioii 
witk an}'«m0r^ reahty. It le not likaly that they will ever iMOOmii^ 

n ulw fm'W»i1kiV9MhDra- 'Xhty^pi^-kt Ilea dntrict whM'ltiey, haro 
Mf M mriuffi xe^erntjy iock ft ipv ui »«** jewellery or hmnpw aoMT 
ittJid Jniiimatui laud. 


AWitioH oi fttamp duty on choquott lia8 

Mwit. Mb 


fobtered ciieque 

jrb«i* ttw^r niid(lie«c}ub8 people u^ed cheqiueb and the payment oi 
4>t over Ba. 100 by cheques uiil certainly promote the cheque habit. 
Tk$ ut^ it Vemaeular script in dieqoes is already in vogue m this distnct 
h teT7 pot>olar. 


% % It IS true the habit is ol slow growth^ but its rate can be acoelcrat* 

iMl, by ^e^abliahiuent ot more banks. The causes are obvious. A thing 
Fitiob ^ "out of sight IS out oi mind , but when a bank is m sight and 
; when a '^uan is iliere to manage it^ one is tempted to put one’s xne|Mi||e in 
Ulf^|mnk. Propaganda Hould be useful and necessary in fostering 
^lot only la Government securities but also m ]omt stock banks. 


^ /^he i^tablishmcnt ot more banks is possible only li thi^ Imperial BluMc 
IS preduclod fioin competing actively m the open market gud if 
special concessions to banks Ah has l>een alivacl> indicated, thh tllhlSrial 
IftMlk ahould 1)0 lelegated to the position ot a ineie bankers’ bank dit^ag 
diteetly Witii constituents nlieii thei-e are no othei banks avaiiabkhr** ^ 


Yue*o|>euing ol new blanches of the Iinpeiial Bank has no doubt jynjn 
eiflieip to the people in this distnct though it has not been as benf|fi|pir 4|a v 
one eould expect The duel aim ot the bank has all along been to invest 
laoneyt brought into the district irom elsenhere and no efforts bm% IMI 
mad# io cultivate the banking habit and attract deposits, it eufroundi 
ftsoU witb a certain dignity and aloofness which do not make it popular. 
Wheie the agent is a European^ there is very little ot personal 4 Wlita<at 
Iwtween the agent and the bank’s (onstituents whioli is so very necei^ 
saiy ior the development of bunking This is also the reason w&y gbefiiae 
have not been as populai as they ought to bo though the troubi# Md 
ordinate delay in cashing them is the main cause. 


Under those circumstances^ if other banks who have to attract deposili 
and win the conhclente of the jieopJe^ came into existence^ th# gap Hbjui 
now iiet between the impel lal Bank and the mercantile commwiiil^ iHll ^ 
be^Wsetully hliod up and banking will easily develop. As the Openhig wi 
MOW has not achieved any very tangible results, thg ei^iff{C 

l^ian |oint stock bunks should be encouraged and helped in Wipir 

Ibranetios and, at the same tune, wherever possible^ new banlce map ||p 
swtMd g^ith the dehnite assurance that the Imperial Bank will kp 
triptad fl::om operating m the same field. 


Supplementary questtone. 


« re IS no need to create a new typo of instrument. The pimmt 
1 hundis ” aie easily n^otiable and pass from liand to 
ny trouble. The only difficulty is the lecent ruhug in the 

eurtailiag the negotiable nature ot bearer q^Oauea^ A 
immend legislation retaining them as instruments payaolp^ta4N|li%r^ 
ithstanding any restrictive endorsements that might m pii|i «|k 


t. dos li'ablo to afford protection to Darsana hundis 
^ thllt pMtided by cmsing in the case of cheques because the; 

Ip banks and, though it might cauiNi some inoonvwk^ 
Si will induce }>eople to go to banks. This wil| ewqpi 
and popularise banks. ' " ^ 




WjEittm. evidenoe oiJiiirXadiUMdShl^bM^ • 


^ — ff ^ 

/. — A{ft tiultuml credit and etedU fttcUdus fov ttmciU 

AgnculturiiiiU lu want oi luouey for uro iiuai^d 

{!»ioiial iiioiiey-iendortsj inerchuiits and dealer;^. Co>ox>erativo baii^ 
ei>tablibhed at (*eiitrei> lyi>*g near I'lnuevelly and 'ruticorin. Farmcntt wImi 
iive cl(x»e by^ raise loans on the socurity of tbeir lands. The luteleit ^h4r|p(i 
by the ixMJX>ei'utive bunks is U per c'ent whereas prolossioual J»oiiei)^4«Md|||rf^ 
demand 18 per cent per annum. There are in the district Illlk^ 

uiort|pgiil banks nor agricultural banks to xirovide long-term ci*edit, 

TilflNBloverainent is indifferent to\\ards ugricnlturists m general. 
the Imperial Bank ol India nor the iomt stock bunks take the lea^ 
to hoMCK) agriculture, in marketing the produce ol thu land co-opmata^' 
6f9l!$lta/%Ce iiertaimy lull ol i*rouiisc‘. There is a real need lor Govoi'Uiuailt 
ussiktipdt? in freeing ugncultunsts from the clutches ol middlemen. 

^ Bunk of India is inclmeii more towaixls iinaiiciiig tcadiai^ 

coiUrdU^Jhy iJtfUropcaiis than helping those i uii l>> Jndians. The* Inuitod ' 
inollllRry rendered to the people ol the country is very grudgingly givan 
ami^^'ilihat on the mortgage of property ten tunas more valuable than whMtj 
4a #eBe* by Europeans. ^ 

' , I** 

iTh0 agncultural bunks in ruiul pails and the lack of co- 

or4tnjtUoi;t^#ilfM|ug various credit agencies are real delects winch need speedy 

*flK8 j^rlncixiul crop ol the district is cotton and it is geiier^ly marketed 
tli^Ufl^ jjieaWs \^iio hold a lien on the crop secured by means of money 
adiyjipQ^ the cultivator. 


Besides e reduction in the xirices ol foodstufts thu trade in grains has been 
,Verjr jdack ^ring the year and the increased exchange rale is believed to 
1^9 present depression. The agricultiinsi now parts with more 
of wo<n|^ in return lor the saiiio value in ruiiees. 'j'he manufaotu^oi 
toO 48 murd by the artificially iiicreascxl rate ol exchange. 'J'ho JUidiWo* 
ijiauull|^un|)r'^as either to reduce prices or to cut down his cost of pr<3k 
^ not prefer closing down. 


IL — Indigenous banking. 

M ltldtg»nous banks in the district mention may i>c made of iho BoUth 
Indnm BaiSc, Limited, the Nadar Bank, Limited, tlio Nedungudi Bank #iiit 
iha JfiiiKi^gi Bank, besides hull a dozen private firms dealing in huiidis. 
leml kXiMey on the mortgage of jew^els, crops, liuiulis, deposit receipts and 
prain%»ry>notes. The rates of interest allowed by them vary from 12 to IS 
pe^dlM i^r annum. The banks and bankers raise funds necosAary t<r 
dentatilLi f|)cnn alfare capital or from individual earnings. Indigefiouz^ han^ 
aro iUdlt Mri^yg able to meet all demands for accommodation owing to in«' 
aniMieMp ^ working capital. The establishment ol a branch eenttatj 

'reservl^WM ifrllh a local directorate will go a long way in in^iring 
^no# ^ptilizing loc^al knowledge and exporieiiee. The Cnwtn^ wHi 

1%gMore the linking np of the local bunking system with, a /peiMiPU , 

moiey and throngh it with the provincial capitals. 

1ft JllM ^ ' 

habit and attraction of capitai> 

1, Jl^teroug^ the year large amounts of gold and silver go to the me!tiii|( ^ 
aMjMif jfttoohe of raady money are IcK^ked up without huding einplofs^ 
llimt. ^Tjiei^ are jfiiactically wo induceinenis to enc^mrage itiveAmenk^ 
Xhai^tbe Imi>erial Bunk runs a savings bank is known onlir 
lew|^!tnd kk|4ciated with the iiost ofhee does not offer all |abiii^|jij|’ 

for MYeiStaMhile of safin|e effected by labourers. 



hy the moneyed clasnee aafl lHa abclitkm of 

^<m^l^tequee ik ill indireet nmy of raging Mdljp^wnaip^ 

in of very skm 

a t^ to the lad( of o<^diiice which can hi |mihii;|€4 
-wilt of ^ country soobemively hanging hands lit '^he |M 
s, of security has conhrmed the belief that capital can rairy easily 
hOaiiM by*, the precious metai and making it take th^ shape 

^ ieo^is«^ It^^ t^ reqntree continued propaganda work to induce 

gtoduiveat their savings m banks. 



1-s.r, t 
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HMUm of XJUBtj. M. SmiTAirABAYAVA 8ABTBX 

▲▼mrgia, Soorotaiy, Thm KrUhnM Oo-opormtiTO BuJt, 

/. — ^^rnrit^uml credit and credit faeilitits for email industriee. 

1. Agricultural needs in this area were not exactly classified as sliorU 
term and long-term, Uiat is to say, as expenses for cultivation and exi>enses 
for permanent iinprovementa or other special needs until the co-operative 
organisation stepped into the field. On the other hand when the r^n^ts 
borrowed money from sowears, they had really three accounts: at first 
starting on a katha, it will soon develop into a pro-note and after some 
time attain thc^ dignity of a mortgage so that after some time the ryot is 
indebted to the sowcar on all the three accounts and these sowcars are 
mostly village ryots themselves keen upon land acx|uisition. The state of 
indebtedness has. therefore. l>eeoine deep-r(X)ted and many-sided so that 
the only way out is to sell the land one day either voluntarily or in 
court. After the co-operative movement has come a sharp line of demarca- 
tion has been brought into existence. In^tween rhort-term loans for cultiva- 
tion expenses and long term loans for other expenses. But even here the 
so-called long-term has been always a vacillating ])eriod being at one time 
ten years and now five years. There is no certainty that w’hon a ryot takes 
a long-term loan, he alarays uses it for a |>ermanont improvement of the 
land. It is impossible he uses it for buildings or marriages or for that 
matter even for the purchase of an adjoining piece of land. 

The rates of interest outside the co-operative movement range from 9 
to 18 per cent, 9 per cent being very rare and only charged on mort- 
gage debts of very large sums such os Rs. 4,000 and Rs. 5,000. It may 
he said that 9 per cent does not practically exist. But there are other 
debts of small volume the interest upon which goes up to even «% or 
or 48 per cent in which the interest is counted as so many pies per rupee 
per month. The period of loans is not always clearly defined, but often* 
times loans are taken on condition of being repaid during the harvest and 
such loans invariably carry interest in kind and that at a very high rate 
coming up to 25 to 30 pec cent. This district is served by two co-operative 
central banks, one at Masulipatam and the other at Beswada. the working 
capital of both of which comes to Rs. 30 lakhs of which a half would )>e the 
ihort-term loans given to 500 village societies. The estimate for the distriot, 
therefore, for short-term indebtedness may be put down at one crore of 
rupees. Tii Gudivada taluk eight Marwaris have given advances in the 
extent of 46 lakhs of rupees to the ryots of that single taluk both for agri- 
ewltural and other purposes at rates ranging from 15 to 22 per cent. 
The complaint is that there is no such thing as a system operating in 
l^ard to the finance of agricultural credit. TThe ryots are simply 
compelled to drift for themselves and are at the mercy of the moncy- 
londera where there are no co-operative societies. The reracwly, therefore, 
{a undoubtedly to plant a co-operative society almost in every village and 
even at that the needs of the ryots now supplied are not all those required 
t6 be supplied. In the first place, there is a large percentage of population 
%ho are not co-operators and in the second plaix?, even the co-operators are 
serving a part only of their needs. 

Only reAlntly have two land mortgage hanks been started in this distriet^ 
whi(di nave distributed loans to the extent of 6 lakhs of rupees and covered'*’ 
an area of 60 villages. The maximum borrowing power of each individual 
hitherto has been two and three thousand rupees and it has just been 
raised tea three and five thousand rupees respectively. The period for which 
the loans are given is twenty years and the rate of interest is 9 per cent. 
Thmf k no oo-ordinaiton whatever amongst the various credit agencies 
ioduding Qovemment nor is any such thing to be expected where there it 
no tystenv at all. So far as the €k>veminent is concemod, they haf 
advuoed Bs. 50,000 to one of the land mortgage hapks and Rt. lO.OOO I 
another. <($ The amount allotted to Kistna district undef the AgHculti^g 
Jioaps Act and tlie T^and Tmprovemmii T^ns Act was last year St. 
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Ittid throe officers exist for the disiribtition. the Tahsilder being fiermittod 
to give loans to the extent of Rs. 500, the Deputy Collector up to B«. 1,000 
ana the Collector up to Ks. 2,000 and when each of these pre^red the caaea 
the Board called off money for Hilary wlwre there are famine conditioBa. 
Ihe joint-itook banks in the district, of which ^ere is only one, do not lend 
money for agricultural purpoaea although their loans are not confined to 
merchant. 

2. The method of marketing produce varies with the social atatus and 
claaa of the producer. Tho very poor ryot sells it on the field and gets a 
poor return for his produce. Often-timw he is obliged to give it to his 
money-lender who charges exorbitant rates of interest in kind. ^ The man 
who fills the next stratum in society is able perhaps to carry his produce 
immediately to the nearest town whore he is practically under an indenture 
to a commission agent from whom he had afrei^y takem advances. There 
are a few who are able to store their produce in godowns And find money 
for their needs. f)y means of loans from the Imperial Hank or the local ^ 
operative bank. The co-operative societies have made little headway with 
regard to produce loans while the Imperial Bank has penetrated many of 
the villages. 

Tho difficulty about the co-operative movement marketing the produce 
consists largely in the absence of piicca godowns and when moneys are ^ 
advanced on thatched slieds and fliatched piiris ’M the insurance rate.s ari 

advanced on thatched sheds and thatched pur is ’* the insurance rates are 

this year tho rate of interest has come up to *10 per cent for Imperial 

Bank’s produce loans. The absence of Bureaus of information regarding 
prices and the variations in them from time to time in the hands of the 
ryots is a great handicap in regard to marketing of gowls. Such informa- 
tion when made available through proper organizations to the village ryots 
would help them greatly in sele<jting the time and place for their marketing 
tb# goods. Two kinds of facilities are necessary in order to help the financing 
oF^yodiicts during tho marketing. The commission agencies that now exist 
always individualistic and capitalistic in outlook and they may be pro- 
' niably xeplaced by* co-operative organizations located in towni and at 
centres of groups of villages such as junctions of canals or railways. Mt 
Aeeont there is no such co-operative organization serving as a coffimission 
ifenry tho object of which should he to make available the profits^f its 
isin^ to the original producer. Additional .service may he rendered to 
ho producer bv the commercial hanks organizing the construction of 
godowns and making advances to the rvots on the security of produce stored 
in them on easy terms. Tho banks give no such thing at presoni. 

When a producer wishes to store naddy or n middleman wdshes to do 
the same in addition to any that he has grown on his field, he must find 
some little mo?\ey wliich is perhaps 20 per cent of the whole required as his 
share of investment on the purchase of the paddy intended to be stored. 
He requires only a credit facility for this amount at this stage. Once fie 
gets this money, he bargains for a certain n mount of product* from tho 
y^eommission agent on seven davs’ credit and in the meantime storing thp 
produce in n godown, pledges it to the Imperial Bank or thfe Indian Bahk 
anff gets the remaining four-fifths of the money. With this humey he pa^ * 
the commission agent. Then when the time of sale comes the real difficulty 
arises, for the man that has stored the produce must get from an indiM^ 
pendent souiw the monev to repay the hank debt. That is Just the setisoiL 
when money is scarce and unless he has brought money from an independent 
source and repaid the hank, lie cannot release his own producer After 
^ing it, he must sell the ^ods in the niarket and repay with tile Jgoceeds 
4 ^ 1,100 man who has temporarily financed him. It would therefore he a^fcreater 
advantage and real help to the storer if the bank itself could undertake 
io release the produce on payment of monev by the producer to it direct. 
Tfie internaj is greatlv handicapped for want of facilities of^internal 

roixiittatu^. Whereas the Imperial Bank discounts hundies and gives fariB* 
^ei for mterual romittances on a moderate charge ranging about l/ieth 
to J per o^t, the saine facilitv is not afforded to indigenous banka 
when the.y oome in as intermediaries. As a matter of fact it competes 
fiercely with indigenous banks cutting its own rates in order to keen down 
Its competitor. Thus it virtually puts dasm all indigenous bankliig biisi. 
nm in regard to internal remittances. If the cMperative oewM heiiks 



716 


Im utilised for purfKMes of Internal remittance m have ready-made inttl- 
itntions in the country to transact bos»ineas of this nature. It tueaiiH really 
tiiai any remittance asked for by the co-operative banks from one place 
to another either in the Presidency or in any other Pi'esidencj’ must lie 
facilitated by the Imperial Bank far all purposes. For want of Ruch 
facilities for cheap remittances Indigenous hanks are now oblig^l to take 
a very cimiitous mute for the I'ecoverics of moneys. The Tmi>eria! Bank is 
admitted to be the lianker’s bank and it )>eiiig also admitted that it is the 
duty of the Im|>eritt] Bank to help tlie smaller indigenous Imnka in tlm 
country as was stated hy Sir Basil Blackett i-ecently^ it sltould Iw made 
plain that the Iinnerial Bank should not compete with the indiRonous hanks 
hut oil Uie other hand afi^ord all iKiftsihle facilities for internal remitianci^. 
The indigenous banks may very well he made the agents for the Imperial 
Bank for gathering tlie hills and filling them and for this purpose, it nuisl 
1x5 prepared to divide its commissions a’iih the former. 

The duty on liills disiHiunted at present is prohibitive and one of the 
reasons why they are not |>opnlar in tlie ixiuntn^ and why people would like 
to take money on pro-not<>s is really this. There is no reason wdiy the 
duties should not l>e rednce<l to the same proimrtions as on pro-notes. Of 
course it is not necessary to dwell upon the great advantages that will flow 
from the multiplication of the developinerit of discounting of lulls. Tliero 
4* no peculiarity in the hundis current in this part of the country, A 
tainpio htindt is herewith attachetl *. 

^ • 

.3. The paddy yielding land wdls on nn average from Rs. 800 to Rs. 1.200 
per acre. The dry land on which is grown maiEe, chillies and pulses sells 
from Rs. 400 to Rs. 800. These are the prices that rule in privalo 
negotiations. In court sales they suffer by 20 to .‘10 per cent while in 
revenue sales they suffer for want of sufficient publicity. 

4. Reference has already lieen made to the existence of two land morigl^e 
hank.s in this district. There are no particular impedirnonts to the. iiidrt- 
gage of lands. One of them deals with Government villages and th© ^ 

deols m^tly with aatnindari villages, Tlie difficulties in regard to tho 
latter are that no valid title-deeds exist in order to prove the righU of 
• ownors except where a roc*ord of rights exists. In tho aamindari ai^alllM^^ 
only "has the survey not lieen ao<‘epted by the aminindar but even 
exchange of ]>attas and iniichalikns have not lieen in vogtie for dwad^ aJr. 
that it is almost impossible to get an enciimbranw ceifificate from^tn© 
Registrar\s Office relating to the rights in these properties. It is a great 
pity thaA there is no record of rights in tho Government viflagoH in this 
Presidenc^r and although the Madras Government had made enqniri€>s and 
Mr. Smith, tho Registrar-General at one time, a^urecl the Government 
that he could conduct a record of rights in this Presidency, j^et no steps are 
taken. Unless ihi.s is done land mortgage banks cannot lie organised on a 
lilieral scale. Even the location of one Deputy Registrar for tho eleven 
districts and one Assistant Registrar for each distnet cannot tielp in 
detennining the record of rights though it may help greatly in determining 
l^e values of ^ands. 

^ ^ (h) BilflflFiflcation of the process of forecl<»uro and sale hy the land 

iqprtgage bank In the event or non-payment will undoubtedly facilitato by 
jmabling it to bring up the properties mortgaged for sale without having 
pass through the process of execution in law courts. This will alone make 
the land mortgage bank a real suceess in the country. Tho funds of the 
land tnortgage hank may well be obtained mainly frr.in deJienture bonds and 
even mm tunds from central institutions must arise only from that aouree. 
Deposm might however be taken for short terms in order to enable the 
banks to disburse interest periodically and regularly, but it must bear a 
very small proportion to the total working capital. It has already beqp 
laid down by the Royal Agricultural Commission that the interest on 
debenture bonds fdiould W guaranteed by Government. It is easy ^ for 
Government to secure itself against unnecessary loss hy appointing apprise* 
ment offieers of high status not lower than that of a Deputy CollcH^tor whose 
duty it Is to evaluate land and waidii the ups and downs in the prices 0§ 
UakCis. Debenture bonds may well hear 6 per cent interest for a 20 yeanf 
term and money may he made avsrflahle to the ryot at 8 per cent. Deb^ittres 
must he aooepM as authorised investments nnder the Trust Aci either by 

‘ |r<rfc printed. 
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Amending tli« Trust Act or by enacting a role by the High Court. Tt is alaO 
nocessary to permit !*hort credits Wing given on the security of debentures 
and advances by the Imperial Bunk against the same. 

5. One village has l>een certified, namely, Kowtarain. with a view to 
ascertaining all of its indebtedness. Confidence has l>een secure^l in the 
Wna fides of the enquiry and by the creation of the hope that all their 
indebtedness would be removed on the basis of long-term loans. The super- 
visor of the rural reconstruction c^entre has been told off to this business and 
after three months of arduous lalKiur. he ha.s been able to furnish adequate 
details of tlio indebtedness of the village together with properi^ statement 
and its evaluation. Details of this statement are fumished. yhe debts of 
a village and of each debtor in that village are so inter-current in regard 
to their sources that it is virtually impossible to define them^ under tho 
various suli-hoadings furnished in the question. But there is no doubt that 
marriages and other social occasions are one potent cause,- as also growth 
of debt by compound interest. But the most potent cause of indebtedness 
is that the smaller agriciultural holdings of less than 15 acres do not 
constitute a paying economic unit. The creditors are largely professional 
money-lenders. The rates charged vary from 12 to 18 per cent. Tho 
Telugu calendar is uschI in some cases and the English calendar in 
others. Tt is true that a large number of jieoplo who are efficient fanners 
are beitig luriusl into tenants on account of the enforcement of the old 
debts and thus losing pniperty. Tho fact is that the man goes on culti- 
vating his land without thought of repaying the debt voluntarily until tho 
last moment and keeps to the land until lie is' ejected. Towards the last 
days of liis ownership the land urulouhtedly suflFers. 

6. Hand-spinning, hand-weaving, tending of cattle, keeping a few cows 

and buffaloes, making small moneys from the milk and tlie curds and fM>w- 
dung cakes, basket-making and rope-making are the crafts of the various 
craftsmen who also own agricultural land. Those are the subsidiary occu- 
pations hut none of these is really prosperous or is conducted on a paying 
scale. They only meet the domestic wants of the individuals concoined and 
if only they are organized they may he raised to the level of true subsidiary 
ocmipations. Hand-spinning may easily he made a fruitful source of in- 
eotue^ especially to tho old and decrepit and to others in times of leisure 

and can he trusted to bring one anna to one ahd a half annas a Tins 

need not he despised as a small addition to the family income cOlisidering 

the average income of the Indian to he one anna .seven i)ies. The working 

capital for such enterprises must he foxind largely by means of special co- 
operative organizations to whi<rh special facilities must ho afforded liy the 
central banks by way of loans. Government must organize, as it has organized 
hand-weaving department, also the hand-spinning department and special 
facilities may also he afforded to frnit and vegetable growing. 

6. (a) Hand-weaving is a very successful and widely prevalent as W’ell 
as paying craft in this district, especially after the introduction of the fly- 
shuttle since the year 1905. But it has been subject to great vicissitudes 
on account of the uncertainties of the foreign markets to which it caters. 
The large market it had in Lungis for Singapore was overtaken by the 
Japanese mills. It has, therefore, taken to supply the needs of Poona and 
Hyderabad women hut is always tossed about by the fear that some mills 
may displace the industry. It has always been a very difficult thing to 
organize co-operative societie.s for weaving. 

7, Co-operative banks are not allowed to deal with any indigenous or 
joint-stock banks ordinarily. No co-operative bank is jiermitted to deposit 
its surplus moneys even temporarily with such hanks without the express 
permission of the Kegistrar. Even 'when small amounts have been def^ited 
DV the Madras Central Urban Bank in the Commercial Banks of the City of 
Ma%aZ, expi^s permission of tlie Registrar has all along been sought and 
Obtained. The Imperial Bank i.s the only exception. Tt has given an 
overdraft of alwut 56 lakhs of rui>ees to the movefiient in the Presidency 
on the W'hole. Tt has imposed the restriction that the short-term loans 
issued bv the Antral hanks should l>e such as will cover ^e overdraft the 
central ^lanks enjoyed and these short-term loans are specifically defined 
as twelve months loans and under. Eveiy day the Imperial Bank adds a 
new condition. For the present long-term pro-notes of central hanks are 
being accepted as collateral securities for the overdraft allowed by the 
Imperial Bank but a recent condition has been that no collateral security 
should have any overdues thereon. 3uch a sharp definition in regard 
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tlie tise of the overdraft uiouey for long and short^tem loans and suck 
imiall pin-prieks m regards ovordues and the necessity to change the ooUateral 
securities every three yeai^ although they may bo running for six years, 
being register^ pro>notes, all these o|ierate as im[>odiinents to the free 
financing by the central banks to the co>o}>erativo societies. Keoently the 
Imperial Bank sent round a circular to all co-operative banks insisting that 
Governuient proniissory-notes and not MKH'ieties’ pro-notes should l>e pigged 
us collateral securities for the overdrafts granted to them. After ait, the 
total amount of overdraft allowed by the Imperial Bank including the 17 
lakhs allowed to the Madras Central Urkaii Bank is not a fraction of the 
overdraft allowed to one single company and the overdraft to tlie co-operative 
movenmnt is securetl by collateral securities mlatiiig to the uniimitecl 
liability of 14,000 societies in the Presidency having at the back of them 
proj^erty worth not less than Ks. 2(K) emres. No special difficulties exist 
in regard to financing short-term capital but in regard to long-term the 
period has Ijeen quite uncertain and it has Ixhjii rtwntly reducetl from ten 
years to five yeai*s. Although the by-laws allow ten years still the banks 
in Kistna have not allowed mure than six to eight years ordinarily. Even 
this is made imi>os8il)le now by the compulsion of the department which 
has insistotl u|>on the amendment of the by-laws limiting the term to five 
yeui*s. Of course, the department possesses disciplinary imwens over these 
hunks and always Uireutcus (‘a]>ital punishment unless they change the by- 
law. But it may he sai<l that live years' term is neither this way nOr that 
aay considering the great harilships and iituorta inties to which the agricul- 
turist is cxi>osed, namely, vicissitudes of weather, drought and llocwls, 
diseases of c-ttttlc‘, pests of crops and added to those hiukllug cattlo-shedH 
ujid houses and expenses of marriages and other social coi*einonio«. The 
cultivator ev'on if he is able to spare any little thing from out of his agri- 
culture is able to hulaiice his iiuonie and expenditure barely. It means 
that a cidtivator can only balance Im income and expenditure over a pcrical 
of five years. Five yours really is the unit of time over which a cultivator 
cun balance his uteounts. Tlierefore, a loan given for five years is not a 
long-term loan. No doubt a inie long-term loan is for twenty years and 
loans of that period must hc^ found only through land mortgage hanks hut 
it iiiust ho iKissihle for central hanks to give eight to ten years' loans 
effeetively to meet tliese uncertain conditions enumerated. Bui wo recognuce 
that thjj aujne rule should not he f)rescrihc*d for every district in the l^rcisi- 
dency. h district like Kistna ought to he treaUxl in a manner eoiisistent 
with its disc4iarge of co-otieiutive res|)oiisihilities. 

There are only two land ruortgugc l»unks in the district and the district 
can l>ear another eighteen hanks. Already there are lour ajjplicutioiis pend- 
jng liefore the department and il only the department hacl been regist-eririg 
these primarily land mcjitgage hanks the otlun^ would have como in by this 
time nor is there any doubt that in five years the district will he covered 
with such land mortgage hanks, if these various land mortgage hunks are 
organized we can easily work up to tw^enty crorcs in due time. Immediately 
Bs. 50 lakhs may he ahsorded for long-teriii capital in the first year and 
another Ihs, 10 lakhs can Ik? al»sorhecl for short-term capital. But laith the 
figures will l>e steadily worked up from year to year. It may 1 k^ admitUxl that 
in this district certain competition does exist Ix'tween the Kistna Co-operative 
Bank and the Andhra Bank althcmgli this relates only to the rates of depo.sit. 
The co-operative hank allow^s 2 per cent on current accounts on monthly 
minimum balances while the Andhra hank allows 2i per trent on daily 
balances. Yet it cannot l)e said that the current account of the co-oi)erative 
bank is at all mean. But, more than this, the co-operative hank has unfailing 
resourt'es of fixed deposits, nmnel» I hi? railway and. district hoard fnnds 
and the security amounts of ahkari and municipal cjontraets. The rates 
on fixed deposits in the co-operative bank go up to a maximum of 51 per 
c*eiit for three years whereas the Andhra bank allows Oi per cent. 

Reference has already l>een made to the necessity for classing dolientures 
as trustee securities and th^^t wdll give a great impetus to the purchase of 
debentures of the laud mortgage hi^ks. 

//. — 2ndigeti4)\iM hanking. 

In this district there are private individual Vaisya bankers irho 
are natives of this district^ Marwari bankei*s who arc sojourners and 
A few Multani bankers^ They do the ordinao' nioney-tending btlsiiisss 
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and disoonnt billii. The native i>orn Imiiker of the durtrict does only 
tnoney-leiiduig. The rates of interest vary from 10| per cent to 18 per 
cent compound. The extent to Irhich tnene people assist in hnancing 
agriculture has already l>een dealt with. So far as trade is concerned the 
indigenous banker is chary about lending money to the indigenous trader 
as any other body. Ho far as industry is concerned only small advances 
arc made by the tnereiiaiits dealing with the particular inunufacrtures* The 
amount of capital invested in monoy-iending may be estimated about two 
CTores in the district. The volume of husiness transacted may not l»e much 
over four crores. Tlieir e.\|>enses arc practically nil and even a banker 
dealing with 10 lakhs of rupees has only a clerk who is being paid only 
P<*r luensein. Hut the Sahukurs connive at the clerks making money 
from the party. It is only roc^eiitly that some of tlio indigenous banket*s 
are depositing some moneys in the uK’al banks in order to keep the money 
in a iic|uid state and find an outlet during the dull season. 

4. A sample hundi is attached * herewith. Deposit receipts are not in 
vogue. Promissory notes usetl are of the ordinary kind. The indigenous 
banker is just noiv beginning to deduct a small commission of 5 per cent 
in some cases when giving loans and this must however l>e admitted to be 
very rare. It lia.s U^en a practice copied from the Marwuri hankers and 
this is always a tax only in addition to the other pi-e- requisites which the 
borrower has to give before getting the loan. Incfigenoiis hankers obtain 
funds largely from small investors to whom they pass cither pro-notes or 
cdiits or mere entries are sufficient evidence in the Katha. The rate of 
iiitore.st uIIowchI varies from 0 to 9 per c*ent. 

6. The rates jmid by agricultural iKirrowers vary from 101 w*nt U* 

IH per cent hut generally they are above 12 per cent. There i.s no doubt 
that the cultivator will profit a g<H>d deal by the reduction of these ratfes 
of intc^rest Imth in jespoct of the staiutard of living as well as the agricul- 
tural improvements. The only way of bringing them dowm is to make the 
c*o-<)|>crative movement grow intensively as well as extensively. 

7. It must he admitted that there is a eortain amount of prejudice 
against the professitmal hanker. II is interests aic well protected except the 
uncertainties relating to the definition of penal interest. 

8. Indigenous hankers would not submit to regulation of tkeir trade 
unless tliey had advantages flowing from such interference. But the 
suggestion that joint sUnk hapks may udvauce tlicm luonie.s on easy terms 
and thus afford them special advantages, may not he acceptable, us with 
the grow'th of hanks, the iiidigenou-s hankers find money glutting in their 
own coffers. Therefore either we must prohiliit private money-lending or 
allow it to languisli l)y the organized efforts of joint stock and c*o-operativo 
hanking on an intensive scale. The latter is the only remedy, now think- 
able, to the evils of private money-lending. 

9. Indigenous hunkers would easily he able to make profits at 9 per 
(Xiiit after leaving an udexiuate jnargin for incidental losses. 

They are able to meet all the doniaiids in the country more or less. They 
are not obliged to refuse any appreciable percentage of loans hut during 
the off season some money surplu.se.s in their hands, and at present there 
is no means of linking this surjilus, nor can wo tliink of any moans which 
will eliminate surphi.suig in the iiiontii of August and September and a 
portion of July and Octolier. Hut if banks would not limit the term of 
their loans only to six months as is now' tiie case, if on the contrarjr, 
basing the figure on three years’ deposits they could give out a certain 
sum for 2 or 3 years, this glutting could l>e minimized. 

At pi'esent joint stock banks lend only for six months, while co-operative 
banks|.*gtv® for twelve months, except w^here they give five-year loane. 
In between, thei*e must be thixje years’ loans serving not the traders or 
the producers, but the consumer class. 

///. — Invetttmeni habit and^attmetion of capital. 

Bo far as this district is concerned, besides the two co-operative central . 
hanks of which there are two and besides the Imperial Bank and ito 
organiitations, ibei^ are three urfian banks in Masulipatam and one in 
Beswada, l^eeides various other co-operative urban societies which also 
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iecoirc dcpa!>itfi. There »ro mlao two ioitit stock batiks, thi Andhta ilank 
having a working capital of seven lakJts, the second being newly started, 
but intended to servo the small borrow^er and encourage home safe 
deposits. These various banks receive in addition to Axed dei>o^its, saving.^ 
and recurring deposits. The public are provided with fairly full faciliticN 
for the investment of savings. Besides those enumerated aliove tlieie ai>e 
tao land mortgage banks in the district which offer delientures at 7 
cent. People are in the habit of locking up a }>ortion of their money 
in silver and gold as the reserve fund of tlieir families whicli serves tlu*ni 
in good stead during all emergencies. The habit is universal. 

2, Postal cash certificates are not very popular. In fact their exi.sU'iif*!' is 
not very widely known. But most of the savings in India are. not meant 
to l>e 1^'ked up for a long time, but are meant to l>e drawn U|K>n during 
times of need. Five yeai's is too long a i>eriod for i>oople to wait for 
realization of their money in cash. 

Treasury bills arc undoubtedly n t'onijH'tition wiUi joint stoc^k banks, 
liie high rates of interest offered act as a cliec‘k on deposits flowing to 
banks 111 an indirt'ct manner. While deposit rates ol intt'ri'st ol' hunks 
rule at 41 jwr <*ont the tondciicy lor the investing public nil? always In* 
to look lor a higher raU* of interest es|HH:iully when the hei'Urit^ ulfcriMl 
is that of the whole Government itself. 

,‘l. The transactions of sale and pni-ehase of Governnient promissoiy notes 
in the district are so limited that we cannot disi'uss the rincstion with 
any sense of reality. It is not likely that they will ever lKH*oine popular 
with sinuil investors. The jieoplc of the district where they have a litUe 
of savings generally Unk it up in some jewellor>' or borrow money and 
purchase land. 

4. The alxilitioii of stainn <ltity on ehecpies has iostcrcxl the i*Ik*<iiic 
habit. The upper middle class jK-opIe use elu*<|ues and the j>aymcnt ol 
salaries of over Its. 1(M) by c;liei(Ues w'ill eertaiiily promote ilio choqnp 
habit. The use of >ernaeulur script in chetjues is already in vogue in 
this district and is very popular. 

r>. It IS true the habit is of .slow growth, hut its rate can la* iiei-deratetl 
by eHtahli.shiiiout of more hanks. The causes are obvious. A thing which 
i.s out of sight is out of mind ; hut w'hen a hank i.s in sight nmi when a 
man is there to manage it one i.s teiiintod to put one*H money in ilio 
hank. Propaganda would l>o useliil and necet^ry in fostering savings 
not only in Go\crnmeiit .M*eurities hut also in joint stiM'k hanks, 

Aajnrrr to nititplcuichfarif qur^tiohf^. 

It is unnecessary to create any luw' ub suggobied. 



Written eiridenee of H. WADDINGTOK. Keq., Seeretery, 
Chamber of Commerce, Madras. 


. No aiteiiipi in made iti the following note to cover the ground of the 
queationnairo in detail. Conditions of credit and credit facilities differ 
so greatly from district to district throughout the Pjxjsidcncy that it baa 
been considered advisable to deal with the matter in a general way. 

L—Agt h'ultund vredit and credit facilities for small indnstrien. 

1. Speaking broadly, agrictiliurists may l>e divided into three classes — 

(1) The landed proprietor. ^ 

(2) The smaller ryot owning his own lands. 

(d) The tenant ryot working lands on lease. 

Ot these, No. 1 may roepure some financial assistance for oxpeiiseH 
during cultivation (transplanting, harvesting and for kists) and to assist 

smaller men to whom he has leased out portions of his lands. No. 2 is 

practically always a borrower during the periods of cultivation and kist 

eoilection. No. 3 also rcsiuires assistance and tins he usually rec*eives from 

his landlord. 

The method ot borrowing (Icpciuls <in tlic [K»ition and standing of the 
horrowers, The smaller men look to the village money-lendei*s, to the pro- 
prietoi*s of inills, ginning factories and such like and to commission agents, 
in the latter two cases tlie Imrrowiiigs are frcHiuently against contracts to 
deliver stocks when croj>.s are harvested. The Icndeis are usually men of 
some suljstaucje who in turn are able to finance themselves by borrowings 
from banks. Kates, of nec*essity, vary greatly according to the means and 
reputation of tlie Iwrrowers and the nature of the security they have to 
offer. 

Advances to agriculturists grunted for seasonal purposes .should run 
off with the harvesting and sale of ci-cnis. Loan.s lor inipioveiiients are not 
likely to l>e repaid except by instalments spread over a ])eriod. Trouble 
arises in both cases when tlie money borrowed, or a considerable part of it is 
frittered away on ceremonies, social and otherfisc, as not infixjqucntly 
hapi)ens. 

2. Paddy, rice and food grains for local consumption find their way 
from the growers, usually through comiiussion agents, to the mills and 
from there to the larger town merchants who are the distributors to the 
hasaar retailei’s through whom the goods reach the c'onsumers. The mills 
and larger merchants get their finance from banks cither directly or 
through some channel receiving its supplies from banks. 

Crops such as cotton and groundnuts are extensively bought for export 
by the large exporting firms operating in the Presidency. These firms 
have their own buyei's of buying agencies throughout the districts and 
through these agencies tliey are in direct touch w’ith the growers or at 
any rate with the small commission agents who work in the districts. 
Movement of funds to the buying t'entres is generally arranged through the 
Government treasuries or the Imperial Bank of India. Goods puiThased 
for ex|Xivt are railed from the buying centres to the poi*t of shipment 
where the export bills are bought by the exchange banks. 

Crops handled at buying centres by private dealers are railed to their 
agents at the ports or larger towns where they are dispased of, the agents 
are drawn upon for the value of the consigiiment and the relative drafts 
with rail receipts covering the goods are discounted with banks who in 
turn present to the draft to the drawer and give delivery of the rail receipt 
on obtaining payment. 
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3. Many factors liava to be considered in iriduing land and it Is not 
possible in a note such as titis to giro the values of land for different croM 
throughout the Presidency. In the Kistna delta, for instance, good pad^ 
land, easily accessible, and receiving regtilar supplies of water under the 
Public Works Irrigation Schemes, may fetch Ra. 2,000 or Rs, 3,000 an acre 
tank fed land de)vending on rain &u|)plies would be worth much less and 
dry land worth less still. Forced salo prii'os are practically always less 
favourable to the seller than Iknd sold under private negotiation. 

What may lie termed the land hunger owing to the status which land 
owning is t'onsidered te give is another factor affecting land prices. Keen 
competition on the part of investors in land may force the price of attrac- 
tive plots of good wet land to a hgui'e well over Its. 3,000 per acre which 
gives a return on the outlay much lower than that to l>e obtained from 
investment in Oovernment securities. 

4. On the West Coast the o|>eration of the Marnmakkatayain Law acta 
as an im|HHliinent to the nuirtgaging of lands held subject to that law and 
there is no doubt also that the question of minors’ righte in family pro- 
jK*rty fr€!qu©iitly makes the raising of money by mortgage difficult where 
such rights exist. 

6. Rit'c-milling, cotton ginning and groundnut decorticating in small 
factories is carri<Hl on exUuisively in several districts, probably to an extent 
fliat is hardly rcalize<l ex<s*pi by those who have actual knowledge of the 
districts, hut detailed particuiars of the iiumiKU' and output of iuch 
facl*»ries are not availahlo to us. Many yf these concerns are directly 
fmaiKS'd hy hanks. 

//. f iiditinwnx hnnh'nuj. 

The (’hettivar <‘omiuunity are much the largest of the indigenous hankers 
in tins Prc'sidency. The imligenous hanks and hankers play a iwefiil part 
in financing trade as tliey are able tii reach the small villages in outlying 
districts which the larger hanks operating from the moix’' important cjentrea 
have not opportunities readily to do. 

J1J. — In hahif nttd (ttfrat f ion nf cnf/ifnl, 

1. Th<' 4 'xistiug l»anking r(*sourees in the Presi<lency are provided hy — 

(!) Imperial Bank of India. 

(2) Excliange hanks. 

(3) lndigenon.s hanks ( under this heading is included the Chettiyar 
community). 

(4) Co-operative hanks. 

(5) Marwari and Multani money-lenders. 

(6) Village money-lender. 

The public are provided with full facilities for investment. The exten- 
sion of the existing facilities to the smaller interior plac^»s could probably 
l>est l>e carrie<! out by an extension of the c-o-oi>erativo movement. 

Regarding investment in silver and gold, this, mainly in the form of 
investment in gold ieweller>% is an ingrained habit of the people. Bucb 
jewellery is looked upon as a reserve and it is used to borrow against in 
times of difficulty. 

2. More might lie done to poniilariKe Postal Cash Ortibcotos hy adver- 
tisements in the district vernaculer papers. The terms offered must follow 
the general money rates ruling in the country. 

Savings banks offer vwry useful facilities to the smaller investor. The 
Post Office, the Imperial Bank of India and indigenous banks, offer theae 
facilities at their offices in Madras and elsewhere ihrou^out the Presi- 
dency. Salaried employees, small traders, the more higluy-paid workmen 
are classes making liberal use of savings banks. The habit has not extended 
itself in this Presidency to memliers of tlic ryot class and in this direction 
possibly some good could lie done by advertisement bringing the advantnges 
of a savings bank account before them. 
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3. Bmnki offer aU faeUiiiea to inreeion in Qovemment aecnrttieB. Here 
again the ryot, especially the amall nan, is very rarely an in'reetor. 

Money received from sale of produce and not imnediately required for 
the purposes of the seller's own business is usually lent out hy him to 
other traders. As already stated farmers frequently lend to fellow agri- 
culturists. In all such cases the tertns depend on — 

(a) The general rate ruling, 

(h) the security offered, 

(c) the borrower's urgency, 

(d) his means, standing and reputation. 

5. Tile hanking and investment habit in India is of slow growth, hut it 
must be remeiii tiered that the great mass of the people are very poor, 
Jiving almost from hand to mouth, and their custom nas always been to 
put any little savings that they may accumulate into something that they 
can see (a piece of jewellery) and on which they can at once borrow in the 
baaaar in hard times. Among the well-to-do classes progress is being made 
and with the spread of knowlcnlge the pace should accelerate as time goes 
on. 



Written eridenee of Mr. T. H. KRIBHMASWAMl, Mercantile Bank 

Buildinf«K Madras. 


The investment habit tn South India, 

I mean by the term * inrest luent habit S the habit on the part of the 
l»eoplo having surplus money invceting such sarings in marketable securi- 
ties — ftecuritice su<^ as loans and bonds of the various Governments, deben- 
tures, prel'erenc'e and ordinary Hhares of joint-stock companies which ari» 
easily negotiable through stock brokers or throu^ stock exchangee. This 
habit is confiiunl to a biiiall circle in South India. 

Till ret'cnt tiinee, the indigenous Imnking firms of Chettis or of hundi 
merchants of TiniieveKy have been com^nding immense credit in the 
market. Investors preferred to leave their moneys on deposit with theie 
l^aiikei's l>ec‘ause of their higli reputation and secondly of the liberal terms 
offered by them. The moneys were generally taken by the indigenous 
bunkers payable *011 demand*. Such moneys were earning as much as 

9 {ler c'ent. However, during the past five years there have been two 
crises aoumgst Nattukottai Ciietti firms. These have led to failures of 
wcil-kiiouii banking firms. CoiiscHjUently, the public have lost confi- 
dence in tile stability of these firms. This has led to the withdrawal of 
large deposits from other indigenous bankers as well. These moneys have 
found their way into two channels. Large depositors have inferred to 
put ilieir savings on fixed deposits u'ith reputable banks. The middle- 

class and small investor in his anxiety* to make bis savings earn as much 
as they were doing while on deiaisit with indijg^enous bankers has turned his 
attention to stock exchange securities. During the past few years this 
tendency has become pronounce<l. Even so, t^ habit is confined to a 

small l^rtion of tlie investing public. The reasons for this lack of }>opula- 
rity are, primarily, the extreme croiiservatisni of the South Indian investor, 
iiih general suspicion of joint-st«K*k conipaiiiw owing t^i their fi‘iH|iient 
failures and the normal fluctuations to which the stock exchange securities 
are liable. However, the spread of tlm knowledge of the principles of 

economics and the difficulty of obtaining a reasonable rate or interest on 
private investments such as mortgages of real properties, loans and pro- 
fiiiasory notes consistent with the safety of capital have compelled investors 
to oousider the desirability of investing their savings in stock exchange 
M*<urilies. It is desirable that this habit should spread. At present, 
capital in this Presidency is frosen. A largo body of people who have 
savings still invest their moneys through private sources. Hie moneys are 
lent on the security of real estates such as housM, agricultural lan^, etc., 
to private people. In most instances, those loans are not taken for any 
productive purposes; coiise(|uentl3% the borrow’ers find it difficult to repay 
the amount at tlie stated periods. The investor is then compelled to for^ 
close and from a lender he becomes the owner of a property. These 
Isirrowers for unproductive purpof^ offer high rates of interest in order 
U> tempt capital. Hence, the capital w'hich will otherwise find its way in 
tlie investment of ilie shares of joint-stcick cimeeiiiM which art^ «mgag<sl in 
productive industries now remains froaen in the hands of men who use 
up the moneys in other ways. 

The habit of investing in negotiable securities can bo popularised only 
by propaganda, by advertising the advantages of such securities over 
private investmenie. These will have to be undertaken by both the Oov- 
ernmeiit and by an assoc*iaiion of joint-stock companies. 

Government now adve^ftise the merits of the postal cash certificates 
in certain selected periodicals. The select journals are not alw'ays perio- 
dicals commanding the widest circulation. Tlie advertisements should lie 
given to papers oommanding the widest circulation os they ore prii^Qw 
in^ded to appeal Ihe small investors. Besides advertisernent earn* 
pains with i^egard to the postal cosh certificates, Govertiment can usefully 
undertake a gsnerai campaign of advertising the Govemmeitt securities, 

96 
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At the mouibei*^ of your Coiiiniitteo are aware ^at there is a publi- 

catiou of the Governiiieut of India outlining the facilities offered to holders 
of Government fjeciirities, with regard to payment of interest, etc. What 
I would suggest is that the Government should advertise e^*h advantage 
separately in one particular issue of a iiewspaj>er. The advertisement abotild 
appear in the issiU's of all iiea'spapers on the same day preferably on Saturday 
as the Sunday following gives people ample time t4) go through the news- 
(lapers, rather more thoroughly than during the other days. It maj’ be 
w'ithin the exj>erienci* of the memliers of your coininittee that the newspapers, 
Knglish and vernacular, are a g<KKl nuMliuin of information to the educated 
South Indian. The advantages of gilt-edged investments may be occasionally 
summariactcl in one udvertisemeiit and published. The cooperation ol repu- 
table brokers and banks in the various citie.s may he invited and their 
names may be added on as mediums tli rough which information can be 
obtained and .sak*s and jmrehust's can Ik.» efft‘cto<l. 

At the jircMMit monient, (be posial easb et'rtificates and the 

Government of India swurities are. I may i>erbai»H say, eoinpeting witli 
banks. For instance, the rates offered for fixed dejK>sits for one or two 
years by the banks do not excee<l 5 ][)or (‘ent. This interest of 6 per cent 
is subject to income-tax, whereas it is easily possible to obtain 6 per cent 
tax free on Goverunietit .securities. As an example, we may cite the 6 
cent (lovernmeiit of India bonds redeemable on 15th August next year, 
xhese are Helling at a [ireinium of eight annas giving to the investor a 
return of .slightly los.s than 51 per cent tax free, a return unobtainable on 
mother (ixed (b'posits with first-class banks or even on some joint-stock 
company preference shares. Even the 6 per cent long dated tax free 
loan rtdiHMnable at ilie earliest in 1945 is soiling only at rupee one pre- 
mium giving a return of nearly 5 jior c^oiit free of tax. These low price.s 
are partly duo to tlio high bank rate and the entire lack of confidence on 
the part of tlu^ large scale investors in Government .securities, T mean 
by large scale investors, big banking itrstitutions, insurance companies, 
who have been the largest sul»scril>ers to the Government of India loans till 
some months hack. The Government of India have lost the confidence of 
thoHC big investors coring to their un.systoinatie borrowing policy and tbeir 
inability to gauge* the market ronditions. 1 seriously appiebend that 
unless early measures aio taken to restore this confidence, there will be 
very cojisiderable and almost ruinous disIo<*ation of the finances of this 
country. T do not. of <'our.se, permit myself to travel beyond the scope of 
the questionnaire into the realm of the financial policy of the Govern- 
ment of India. That is oliviously a matter which brings on other import- 
ant considerations, but I fcH‘1 justified in saying that the Government will 
not be welUadviscMl in pursuing a policy, tlio result of which is a stead.y 
and perceptible depreciation of its securities, and in the ca.se of loans 
recently floated, their utter failure to attract a satisfactory subscription. 
There may l>e oxcellt»nt reasons, obvious to the economist or the trainetl 
financier, why the loans failed and the securities depreciated; but to the 
lay investing public,, these' farts only (*onvey one meaning and that is that 
the Government .securities, gilt-edged as they are called, are as invest- 
ments, only sectmd l>ost. It is within our experience, that even educated 
men, some of them holding responsible positions in the Government ser- 
viw or the legal and the other jirofessions deliberately prefer either private 
lending or fixid deposits with hanks, though the latter give a loww return 
than gilt-edged investments. These signs are clearly unhealthy if not 
dangerous and T would urge a .systematic enquiry into the principles and 
I Mil icy of hormwdng, and capital expenditure of the Government of Tiidia 
and flu* lo<*al Governments with a view to ordaining the same in iietordance 
ivith sound and far-sightiHl advic*e. 

The failure of the loan floated in 1927 forced the Government of India 
to float treasury bills. The treasury bills which were originally intended 
as a temporary measure have become a jiermanent feature of Indian 
finance. There can be no, objection to the Government issuing treasury 
bills during the slack season when they will be most welcome. For ins- 
tance. till a few weeks back the Government were able to obtain three 
months' lulls at almut 3 per cent per annum— -a very cheap rate comparer! 
\vitb over r>l per cent paid by them now^ for three months* bills aivd with 
nlwut the same rale on six and twelve months* bills floated wmictimo l»ack. 
The latter class of bills is entirely unsuited to Indian conditions as money 



is a seasonal demand in India. The first half of the ^^ear is generally the 
btisy season and ilie latter half the slack season. Of course, sometimea 
owing to tile earKor uiorements of crop, the busy season sets in about 
Novonilicr. Uo%ernment by thus floating six mouths’ and twelM> months’ 
bills in about September seriously hampers the operations of the banks 
and withdraws large sums whieli would otherwise go to litiumt^ tegitimato 
trade at cheap rates of interest. Banks are generally buyers of three 
months’ treasury bills if floated in about August-Beptenibc'r. 'riiey tender 
lor six months’ bills only us a necessary evil, to invest large (ash balances. 
The floatation of six and twelve months’ treasury bills have also Ikhui detri- 
iiieutai ill one other way to the banks. They have induced certain large 
class of private as well as institutional investors to go in for these bilk. 
The attractions about these bills are twofold. In the first placo they give 
a higher yield than Government securities and there is no risk of capital 
ilcpreciation. It is therefore necessary for Government to lower the rates 
of interest on postal cash certificates and tix'usury bills whenever possible. 
The jates on postal cash certificates cun be reduced almost immediately. 
Treasury bills have Income a necessity to the Government of Imlia and the 
only way of reducing the rate of interest i)aid on it is by flouting ilu 3 m 
during periods of slack demand for money' and giving a currency of three 
to four months. If these two things are done, the disparity between ilu3 
yields obtainable on treasury bills and Governmeiit securities will disappear. 
I’lic Government securities will once again come into favour, ft is tha 
confidence of investors in Government .securities that Government Bhonld 
look to as it is on the basis of siicb confident' that Government can build 
a good creilit. Secondly by lowering the rate of intorc^st kith on jmstul cjasli 
certificates and treasury bills, the competition with joint-stock banks will 
disappear. The deposits with banks are likely to grow in vohimo and these 
deposits will nutiirally be utilized both in the interests of trade and in the 
intei'ests of the Government. Banks are likely' to lender at a cheap rate 
for treasury bills during peiiinls of slack money while during periods of 
tight money the trade will benefit by bunks advancing more generously. 

The borrowing policy of the Government of liidiji slionld also Ikj Hysienni- 
tized in order to regain the confidence of big investors. For instance, 
4 per cent Governineiit of India 1960/70 loan which was floated in 1926 
at lls. 88 per cent to-day sells at Rs. 77 showing a depreciation of approxi- 
mately 13 per cent. Even the now Government of India 1939/44 loan to 
which a seini-siiiking fund is attaeheil is quoted at a discount of rupee ono 
in the market. The Goveriiinent can regain the confidence of the investors 
only by not borrowing further in the market. This will mean the abandon- 
ineiit, at any rate, temiiorarily of the big construction programme with 
regard to railway's. Soc-ondly, the Finance Member of the Government of 
India should inaugurate a bold policy of creating a sinking fund to operate 
in respect of all long-datetl loans. If this is done, it is very unlikely that 
the depreciation on Government securities will l>e heavy. There will 
always be minor fluctuations depending upon the fluctuating conditions of 
tJie money market. 

The habit of investment in stock exchange securities is very widely 
prevalent in the otlier big Fresideiicios ol Bombay' and Bengal. In lact 
it has lieconie an evil in those Presidencies acrording to some autliojities 
owning to excessive speculation. There, even without any English educa- 
tion, the average man understands w'hat a share, a debenture, etc., means 
and is able to put through business through the stock exchanges. 

South India, however, there is no ivgnlar stock exchange. One 
was started shortly after the Great War in the boom days of company 
finance. The in.stitution is moribund now. It is unlikely that this can 
he revived now'. For the creation of a stoc;k exchange, two conditions 
are necessary. A number of companies whose shares can bo actively 
dealt with by a fair number of broking firms. 1’he number of companies 
operating in South India is so small that they can be counted on one’s 
fingers. This has not naturally led to the e.stablishment of many broking 
firms in the city. The pi’opagaiida to i>opuIarizc‘ MV'urities of joiiit-stock 
companies is undeHaken in many enlightened countries such as England, 
America, etc., by the various stoerk exchanges. ITnfortiinately, there is no 
active stock exchange in this Presidency as pointed out above, lleputable 
firms of brokers do not usually undertake advertisement. The alternative 
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ia iherafore lor tl»e varioui. chaiutww of counteroe aud joint-s^k co^&niea 
to »dv«?rii«c ilw> merits of inveetment in ihe eheresi aebentures, etc», oi 
joint-stock comimwicii. li»divi<lu»t advert iMJiiwiits l>y partieoiar €*ou*pauies 
will -carry, comparatively, Jlittle weight. It i» Ijetter that there anmud be 
an advertisetnoat on behalf of ^iT joiaWtock oompamea established m 
Boutli India. 

The facilities that are available to in vestora in stock exchange swuri- 
ties are very meagre. The Government should provide greater faerntw^. 
At present even in places whore there are branches of the Imj^rial Bank, 
securities cannot l>e liouglit or sold at short notice. The Goyernnient 
should impress upon the Imperial Bank the necessity of ciimloyiiig men 
with knowledge of stix-k exchange transactions on their staff. At least 
tliere shcmld be one in every branch to give advice to their constituent.^ 
at least with regard tcj Govemiiient securities. At present, the system 
that is prevalent is that a buyer or seller should give his iiistwicticins to 
the bruin h which passes on such instr motions to the local head offic*e which in 
turn elfects the business through a broker. Branchc^s should l>e allowed 
to cieul direct with the brokers and also to buy and sell for the banks on 
tbci spot. This can Ih 5 done by the local head office telegraphing every 
morning, the opening prices for purchase and sales and by the eiiiploy- 
meiii of a man with stock exc'hange knowledge as mentioned above on 
the staff of every branch. Hecondly, there are many investors who will 
ceine into the field if the comm1s.sion charged hy the banks is reduced. 
At the moment, brokers charge anything from 1/^12 per c?ent to 2 annas 
per cent. fn fact, for amounts over Its. 10,000 only 1/16 per cent i.s 
allowcjd while for large sums such as for one lakh or two lakhs business 
is often times done at 1/62 per cent. The banks which place this business 
take anything from I to I per cent, (’omparatively. this bank commission 
proves too lieavy. It apiears to us desirable that banks should not charge 
any commission at all but allow brokers to charge a brokerage of I per 
cent in tlm case of busiiie.s.s exceeding Its. 10,000 and quarter i>er cent for 
lessor amounts. Thi)^ brokerage can be divided between the banker and the 
broker. This is the custom that is prevalent in Jiondon. 7'he custom of 
charging a .separate comini.ssion is |>eculiar to India. 


As yet, the investment habit, in the limited sense in which I have used 
the exjiression in this note, is undeveloped, and confined to a small circle 
ol liijdily intelligent aiicl well-to-do persons in this Presidency, not to 
riHMitioii institutional investors. But it i.s quite clear that there is a huge 
mass of i>otential capital wdiich awaits investment, and if that capital could 
lie attracted to these channels, the results would greatly contribute to 
financial stability of our Government and to national productivity and 
proHi>erity. At present, however, the bulk of the capital in the hands of 
a large iiumlwr of fairly prosiierou.s middle class men is being absorbed by 
indigenous banks whose loan policy is not inspired by national considera- 
tions, but merely by the interest offered and the securities given. But 
if, with greater industrial and commercial enterprise in this cciuntry 
more joint-stcwk c-oinpanies have to ho ffoatod, thev will have to )>e 
iinancHxi exactly hy that class of prudent men who, whilst investing in the 
rtunpuii.v will ako take enough personal interest in it to see that it is 
not .spet.,lily dissolved. Every joint-.st<Kk conipaiiy that lias to in; wound 
ij), .sets an exaiiiple and a lesson to the small inve-stor, who is already so 

‘''n Of cultivating the investment 

hahit. These ti^tors have all to be carefully considered and a general 
policv formulated for exciting interest among the people in the coltfration 

i2ii.iSSr.lkSi. ' ' ‘ ^ Voiiiniitta, . ill give it. creful 
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-Afjrif itU araf vredil and vrvdit fat fur Hoiaft induitritB, 

1. (f/) aru twu ul laiiilb, wet anil tiry. VVut laiulH got 

poroiiitiul supply oi’ water either from riven*, lakes, tanks or wells. 

Dry lands doi>end entirely on the iseasonul monsoons. 

Prudent wet landowners always first reserve and set apart a portion 
ot their utinuai produce for sowing and other expenses for eiiltivutioii lor 
the succeeding year. This was the golden rule 25 or 30 yoai's ago. 

For tlie jmst twti iU»<'adi*s and particularly since the advent ot tin* (»reat 
War ot 1914, owing to the fabulously high prh'es at which the ryots soid 
tlKfir cotton and otlier produce, there was an abiiorinai rise in the iueonio 
wliich gave an iin|>etu,s to a high standard of living which has come to 
stay. 'The reaction and revulsion in the postwar period during which 
comment* and business stagnatixl, commodities fetched only rock-bottom 
prices. The peasant was outwittinl and the burden of his iudebtedueiis 
has lKH!ome very henvy. A drastic lowering of the in Hated standard ol 
living is the only reiniHly. More than one-half of the lyot po]>ulati0n 
strictly aiiliere to the time-honoured tradition and they are in a prosperous 
condition. It is the middle class people with small holdings, owing to 
high standard of living, im|)rovidenc-e, inordinate exx>ensos in marriages, 
ceremonies and dowries, that are deeply involved in debt and are sadly 
wanting the w'hen.*withal for eultivutioii. 'They go about b<urowiug from 
money rl^nders, bankers, banks and nidhis at random. 

Very few ryots undertake to do capital oi* j>ernianctit improvement 
except the big landholders who, either out of x>roduce money or other 
resourc’es, carry out the requisite improvement in a miiiinmiti number ot 
years, whereas the small laiuniolder curries out improvement piecemeal, 
little by little, ranging over several years with produce or borrowwl money 

(c) Other si/ecifil needs, — During the failure of uioiiMam, tJie wet land- 
holder is not so hardl.v hit a.s tJie <lry landholder. The former’s (mttiirn 
of produce is reduced only to a small extent, ^whereas the latter’s crop is 
an utter lailuiv and he is miserably involved in debt. 

To quote a topical instance, though out of the way, a continuous and 
extraordinary failure of rains in tlie Kangayam taluk of Coimbatore 
district for the past six years, lias iinpoverislusl many a landholder, big 

and small, as no crops at ail were raised from the vast stret<*li of dr.t 

lands covering over 51 k 1 scjuaix^ miles which has grown wild and barren. 

The ryots, there, are bitterly groaning under the iinl>ea ruble load of 

indebtedness and abject penurj*. For payment of land revenue which falls 
in February or March evei*y year, it is seen that ryots rush to bank and 
bankers with their jewels which they pledge and take out loans. 

The rates of "interest charged by joint-stock banks and nidhis, on jewel 
loons and land mortgage loans, r,aiige from 7i to 12 per cent and on 
personal or joint security loans fi'om 12 to 15 iK*r cent. Tho period of 
repayment on jewel loan is one year, on land mortgage loan is three years 
and on personal or joint security loan is six months. 

The Government advance money to the agriculturists as y^r the Land 
Implbvoment Loans Act of 1883 and tlie Agrieuiturkts Loans Act ol 1^84. 



The Imperial Bank of India does not advance much to the agricultiiFisis. 

te Indian joiiit-Btock hank.H do ordinary hanking husine^s. They surunt 
hiaufl and advances to iradoi>» and thus indirectly iinaiKo the ryots 
co-ojHjrativo hanks only are mainly linuiiciug the j>ea.sanif», in season and 
out of it, on tangihie hocurity and are doing inestituahle gfx>d to the 
IH’asantry, allowing iheiu to repay their loans easily, hy sinuU rngnlur 
insiatineiits so that they iiiuy (lUicKly qtiash their debts, ami' redeem their 
lands. CVs-oiHrrative societies have already ousteil the usurious iiioiiey- 
leiider from the held. The indigenous hanks, hankers and money-lenders 

come under the same category mul play the role of “Shylocks*’. The 

majority of the ryots are obliged to liorrow for their cultivation at high 

raU»« and rigid terms lixiiig delitiiio dates for repayment. liivuriahiy 
the due date falls i in rnfxl lately following the liarvest. The ryot is thus 

IoicimI to sell his i»rcHluce at unfavourable rates and unfair conditions, as 
the prices are always at the lowest chh soon after the iiarvest. Generally 
the price ri-ses over 15 to 20 fier cent in a few* months. Thus he is a 
great loser. Mtsrchaiits and dealers 'reap tiieir profit liy .selling the produce 
at the lavst ailvantagcous time and price. The ryot has iKuforci* to borrow 
lor ca]»ital expenditure for remunerative improvement of liis laud and 
the unreiiiuneraiivc and unavoidable marriage expenses and domestic eere- 
inoiiios which are u little t<K> many. Jto is thu.s entangled in the (^uuginirc 
ot debt lor which lie pays interest only and that Uh) irregularly. Tiie 

grtaxiy usurer W’antonly ulloivs the priinupal and the interest to accu- 

'fiiulate and eventually wriiig.s out the land from the rvot who stands 

ruined Ihe area of Coimhatore district is 7,20p square miles w ith a impula- 

tiou ol inillions. 01 this nearly 70 per cent are agriculturists. The 
total capual rolling in this district can roughly lie arrived at as follows: — 

Tlu-io uix- alxjut 125 j<.int-st<Kk hunk's in Uiis iliNtiict doinj' lmnkm;r 
hiuiinos!, wall «n uvuiuko cupitul of «s. 8(1, (XK) eiuh aggieguting to ono 
croi«( ot rupee., und ii working eupital of not less thiin 2 trores of rupees 
“V*"""*' "orkiiiK eupital of indiyieiious hanks, 

hankers, hig Multanis, Alarwaris, wlio coininund eoloasul resonrees ironi 
iloniliu.v Ity teleKfuph translcrs, wliieh may work up to 60 or 60 lakhs. 
.Ami lust hut not the least, there are the C'oinilintore district urban co- 
operatM-o hanks ,v,th « net work of over hundml co-operative .societies 

Witt it^ mi't m .n/i “V'* “ 1 '“' of India, Coimbatore, 

With Its out-ageneies and godowns circulating about 25 or 30 lakhs I 


the' nots'""""'' utilised by 

weunesf lisim the ulunionr ol liii.t. i;,-:.. . * i i ' vit .s lot. He should lie 

to live on ‘MrilUl I'me -V *' l>e trained 

thrSi. ’;C"i"v;i;;ii,,,;:';|^ S<*t ri.l ..f tlmir indebtedness 

tl#de.^ -•nainalil, .,n| eo-oj,erat,ve propananda of a gigantic magni- 

whose ii>lmbitan^*i^,onVd'*^lH>^nKnI^.^ started in all the villages 

the vHiKMetie.s. Honest solvent m/i manage the ahairs of 

should be e«tr,u,ted with their direr-t anri^ttnal'ma^^^^^ 

«ocietfe8®'are*(^I^^rn^|^'“eaer is"Vuite*‘ind*'*^'‘^'i‘'®r‘‘‘7‘*^ ' “'■'““s credit 

- no apparent -fenfe’ 

relurtmlt®^ e’^tend’th?!!^^^^^ tl>e other and is 

ilk'in ifatnS^l forZd gTaS dl'iderarur’'’'" 
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Indiati banking is decentraliaed. The ludiftn banking failure eixico 
1913 is proof positive of such disiisirotiH crises which ai'c the haiie of 
auick development in Indian banking. Tliere should l>e <^>nirali»ation of 
hanking reserve in an AU-lndia central bank with branches all over the 
with statutory authority for onrroncy note issue. The assets of 
most of the Iiidiun hanks are KK*k<Hl up so to say. They could not Ik' 
i-oadily convertcxl into li<juid cash to meet unforeseen and extraordinary 
demands. 

2. Miirkrtinij. — Tlieiv is an utter paucity of valnahle inforniaiion to the 
ryot, as rc*gnrds scH uring him the la'st nuirkc't and the highest possible price 
for his prodiui*. 'Pbe AgricuUnral I>epartnuuit has helpcnl him to improve 
the cpiality and to inc*rc»ase the cpiaiitity of his c*rop hut there is no Vmrean 
of information for marketing it. In Coinihatore district, cotton, giound- 
nut and grains are carted to siweral weekly fairs (sliundies) held cm all 
days of the wtx‘k at dilfm-ent placH's notahly at Pollacdn, Annur, Puliain- 
patti, Sulur, Kangayan, Pallaclam, etc*., and sold for cash at the ruling 
pricc\s on iliat day. 

Pollachi is the biggest uts'kly marked in this disiried .and is the 
i‘end<‘zvoiis of all kinds ol niercliaiits Sc*vc»ral laklis worth oi groundnuts 
are sold tlien* aimmdi.v. Tiruppiir is the biggc'st ciUton trade c'enire in 
Coimbatore district. Udamalpet is famous for jaggery trade and Erode 
for turmeric and groimdnut oil. 

Organization of ccMipcrativ o crcxlit .sale sfKjietios bringing the ryot in 
close touch with a wider market for his erops is an essential fnedor, 

Pr<xhi<*e can he pooled on <s)-o|H*rat ive basis hy each village and marketer! 
just as the' 2M tiannel weavers of Itoekdalc*. the [>ion<HM‘s of co-opevation 
marketed their jtiodnce eomhincHlIy and Ixmght all their domc'stic recpiisites 
cheaply, thus .selling their erops at the hc'st pric'e aitd buying their nec'ds 
at the (‘lK*ap(*st price disjKMisiiig with the middle man. 

An organized market for differoiit c»onimodities should be establislic'J and 
the illiterate peasatit should be apprised of th<‘ ruling raters of the day 

Local merchants i>urchas(» j)rcKluc‘e off and on. for linal inierjud trade. 
Foreign merchants and their brokers make large and regular purchasea 
for overland enshipmeut. Nearly 70 per c‘ent of inland trade on caslc 
purchase and 30 p<*r cent on ci-cxlit. Overland trade purchase is on “ C’ash 
down basis. 


The Indians have not as yet appreciated the full significance of the value 
of the hill system. The abolition of stamp duty on chefiuc‘s has givcm a 
l>etter stimulus. The predominant and common Viundi in vogue, is tin' 
00 days’ sight draft. The public may he l>etter l>enefited by the liundi sysic'in, 
if the iKuirer cheques are by law^ made to continue as lavurer cbiMpies until 
encashment without being converted by endorsement into “Order” clics|ues 
in the interim. It is the Mnltanis, Marwaris and Xattukottai (’hettis 
that use hundis on a large scale in their transactions. As if is these* 
liniidis are elisconnted at the IcK'al centre. 

AVben goods are^ sent to outstations 20 or .‘Kl days “Sight draft” for 
the value of the consignment and the railway receipt are sent through 
tho Imperial Hank e>r other joiiit-.stoc*k hanks to the consignee wfu> 
ae'Crepts the bill and takers ch^livery of the railway receipt. The money is 
realized on tho date of the maturity of the sight draft. It is a very 
safe and isound method. Such a eoursci is not c?ommoidy adopted hy 
merchants. This systcuri will educate the merchant and keep him alerf 
to meet the demand on the due date and to maintain his credit and 
honour. 

3. The price of wet land per acre is from Rs. 1.000 t4) lls. 2.000, 

. The price of dry land with well ])er acre is from Rs. 500 to Rs. 1^000, 

The price of dry land solely depending on rain is from Rs, 100 to Rs. 200* 



790 


4 Tim joint fMuilv •vstem, Uie division, tbo subdivision airf fra^entotum 
of lands, present some* difficulty and bigger impediniOTta to mortgage <rf 
laiids. 

There are no land mortgage banks or any otoer bank 
Oil tona toriii omlitH to the r>’nt in this dtj^rici. It is the private hMkff 
and iTKUiev-londer that have strongliold on the ryot in allowing him credit 
for long terms. Money should he lent excliisively for ^rman^i improve^ 
iiient of land on wxuriiig a registered mortgage deed from the pwiy tor 
long terms ranging from 7 to 10 years repayable by regular and equal 
instalments. 


Capital could la? laisc^tl from big landholders too. 

Kxfiert and eonstaiit HujK?rvi«ion should he made to see that the whole 
of the money niiM^ in sfieiit ii|>on the improvement of th<* land. Annual 
instalirientM Hhould l>e regularly and rigidly collected either in 
cash. A judicious rbi?ck and conimi over the proper upkeep of the land, 
its yield and securing the h<*st price for the crops should be maintain€?d. 


5, Ceitainly it is very necessary to know the exa<'t iiidcdi ted ness of the 
peasants of em*h village. 

TTie <*o-of>erativ© MK-ieties ore the la^st agents to ascertain this fact 
as their ineinlKU's are bound to disclose their financial status. 


The debt is largely due to indigenous banks and professional money- 
lenders. Tlie rale of interest ranges from 12 to 15 per cent with a proviso 
for penal inti'rest of 2<> to 24 jmm* cent for non-payment on due dates. 
Hereby .*W) jier cent of the fanners are perforce turne<l into tenants, their 
lands passing off tf> others for paying off aecrue<! debts. 

At the outset there is despair and disappointment. Eventually his 
incentive and effieieney stands him in good stead to harvest a good crop 
from the leasehold. 


6. There are aliout 15 rice mills in the district, pounding local paddy. 
Dairy farms are few and far lietwtM^n. There is a big Government dairy 
at Coimbatore Agricultural College, run on u|>-to-date scientific lines. 
There are few other private dairies in the vicinity of Coimbatore town, 
at Pappanaiekenpalayani. There are several petty concerns scattered here 
and tb€?re, not worth the name nor mention. 

Where there is siigareane, coc‘omit or palmyra eultiv'ation , brown sugar 
and jaggery are made from the 8ugaix‘ane juice and toddy. Palmyra jagger.v 
is made only t<i a small extent. Sugarcane and coconut palm are cultivated 
very largely and in a far greater area. 


In eac’h palmyra or coconut gai^don there are dug up big ovens 
whereon in big copjier cisterns cane juice and toddy are boiled and con- 
verted into sugar and jaggery. Recently machinery has been install^ for 
crushing sugarcane. There are over a hundred cotton gins in this district, 
the biggest cotton centre of South India, located mainly and largely at 
Tiruppur, Coimbatore, Palladam, Dharapuram, Pollachi' and Erode, 

There are not many sugar refineries worked on a scientific basis hv 
the aid of machinery except one, Podaiii^ 8ri Ram Riigar Factory, whiclb 
is working ofi* and on and manufacturing about 10 nags crystal white 
.sugar per diem. This factory has seriously suffered and is handicapped and 
liaiuperiHl by undue competition of the imported java and other BUgar 
which undemdl the local sugar. 


Btaie protection should lie afforded to local sugar factories which riionld 
lie fosiereil and encouraged as against imported stuff by protective tariff. 

Hand^piniiiiig is being rcxontly carried on to some considerable extent 
in tlie dwtriet for making khadder clothes. But hand-weaving- with Japan 
and Engl yarns are very largely carric^d on. Local rice milli ng cannot 
inake mudi lu^dway owing to the enormous import of B^gal a^ Baitna 
no© into the district to meet local demand.s which far exceeds the local 
B^gal and Bmia rice inferior in quality are by far 

i^eaper and cater to the needs of the masses. Coimbat^ town almie 
imports over a lakh of rupees worth of Bengal and Borina rim permMiffiu 
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Dairy farming can advance if tJie consumer prefers local batter to 
iHkimrted butter. Gur*making and sugar refineries can prosper if Uie con* 
sinners prefer loi^al jaggery and sugar to imported Java sugar which is 
dooding the Indian m^kets. 

Cotton ginning^ hand a*eaving and spinning are on the high road to 
rapid advancement so far as this district is concerned. The enterprises 
which are best suited to tho nieutality and environment of the farmer are 
cattle breedings goat and sheep i*earing, poultry, fishing, manure-making, 
hay-staking, fruit-gardening, seed-gathering, and storing and egg-gathering 
and hatching. Goats and poulti'y will multiply wonderfully quickly and he 
can earn cent per cent profit for his investment. Tlie co-operative Micieties 
may play the role of **guai*dian angels'* to these farmers in funding and 
financing them in all thoso paying avocations which will indeed serve as a 
hobby to them. 

0-A. The advent of Khaddar propaganda has iwived the hand-loom 
spinning and weaving industry for which India was famous centuries ago, 
is just making up l€»eway. 

Every household should make it a point to own one or two hand-looms 
whereon the housewife and other womenfolk may spin yarn during their 
spare hours. Mon and women can do weaving with the home-made^ yarn. 

Fishing and angling are clone by farmers to a small extent more for 
pastime and pleasure than as a living or enterprise. 

I would suggest that ryots may also get accpiainted with the rudiments 
of carpentry and blacksmith’s work .so that every village farm may pOKseas 
a small carpenter’s ivorkshop and a forge whereat the wooden and iron 
implements required for farming may, easily, readily and cheaply lie made. 

A village seed and a manure depot should lie maintained at each village 
either individually or collectively on co-oporativo basis for the benefit of 
the ryot. 

At present there arc no seed-granaries or manure depots in any of the 
villages. 

7. The Imperial Bank provides large cash credits to the co-opomtive 
banks at cheap rates of interest. 

Tho joint-stock and other indigenous hanks place current deposit in co- 
operative banks in tlie slack season when cash balance accumulates for which 
they get interest at 2 per cent per annum from July to Decemlier and at 
2J per cent per annum from January to June. The funds of the co-operative 
societies are limited. They have to borrow from the district central bank 
or if the sum is large from the provincial co-ox>erative banks through tho 
central bank to meet their big demands. 

The working capital of the district urban bank is about 40 or 50 lakhs. 

The rules of business of joint stock banks are not so rigid as those of the 
co-operative banks, hence a larger amount of business passes through the 
former W'hose rates of interest on loans are thought higher. Certainly co- 
operative societies hare made tremendous advance in Madras during tho 
coui-se of the past 25 years since their start in 1904, far more rapidly and 
widely than in any other counti-y in the world. 

Statutory additions, alterations and amendments of co-operative laws 
should be carried out in the light of the experience gathered and gained 
to suit local conditions and needs, so that the present steady progress may 
bo accelerated and the standard of perfection attained ere long. 

The working capital of the co-operative societies is mainly composed of 
(I) paid-up ^uire capital, (2) loans and deposits from members and ncm- 
mambers, (S> from otner suA societies, (4) from the district and proTin^al 
centrial hanks, and (5) from several funds. 

96 
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The proportion in which co-operatire fiocieties got monoy for tboir 
huAinm IS rotighly arrived at as follows : — 

Twenty per cent from share capitai. 

Ten per cent from members. 

Five per cent from non-meinl)er8. 

Fifty per cent from the central banks. 

Five per cent from other societies. 

Ten per cent from reserve fund. 


II, — Indigenous hanhing. 

1. Tlie functions of the indigenous banks and bankers are receiving 
deposits, giving loam on the security of gold and silver jewels, and produce, 
on personal single and joint security for shoi-t-terms for three to six months, 
on demand pro-notes for one to two years and on registered mortgage of 
immovable properties for long-terms for three* to five years, 

2. Nearly 80 per cent of the money required for agriculture and trade 
is financed ny the indigenous hanks and bankers. There are not many big 
industries in this district. A few are scattered here and there. 

8-A. The .indigenous banket’s^ Multanis, Marwaris and Nattukottai 
Chettis. got readily such large amounts of money from their principals in 
llomhay and Chettinad that the local mone^v-lender could not comiK^te with 
them. 

The rates of interest charged by the Multanese banks for 90 days' draft 
are low compared with thr high rate which the Mai^waris and Nattu- 

kottai Ohottifl charge. 

Their volume of business is very large comprising nearly 50 per cent 
of the banking business of the district. Their upkeep expenses are very 
limited. Their mutual relationship is one of keen competition, one vieing 
with the other to capture business. There is neither business co-operation 
nor co-ordination amongst them. 

The Imperial Bank of India discounts bills and makes collections on 
liehalf of these banks and bankers charging thorn a small percentage by 
way of commission for their work and have afforded large cash credits to 
their rich principals who reside at Bombay, Chettinad or elsewhere. They 
have little or no dealings with the joint-stock hanks, much less with the co- 
operative Imuks, 

Ninety days’ sight draft in the (‘oinnion hill is in use on which tliev deduct 
three months’ interest in advance and only the net amount is paid to the 
horrow’cr. 


6, The other form of loans are demand” pro-notes which run 

for six months or one year; the rates of interest »*hrrged on these pro-notes 
lire higher than on 90 days’ drafts. Hundis are lai-gely us^ by merchants 
and pro-notes by ryots and other people. The rates of interest allowed on 
deposits are as follows : — 

By Imperial Bank of India, 4i per cent per annum. 

By pjstrict Urban Bank, 5 per cent i>er annum. 

By joint-stock banks, 51 to 9 per cent per annum. 

Indigenous banks and hankers allow a rate higher than 9 per cent to 
attract deposits. 


6. The rates of interest the ryot pays to indigenous banks and bankers 
varies from 12 to 18 per cent. If the principal is not repaid on the due 
date a penal rate of 24 per cent is charged. Legislation should be passed 
fixing th^ maximum rate of interest charged at 12 per cent and the charginc 
qf penal interest should be penalised by law. 


Certainl^v the lowering of the rates of interest would raise the peaaant 
life to a high and orient standard. In nine cases out of ten, it han^s 
that the peasant Uing unable to pay the intereet im the loan 
due date adds the interest to the principal and executea a Fresii bond and 
pmyB compound interest year after year and is thus eventually ru^ ^ 
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« TIh! professional money-leudor and banker is looked upon with a#0 
and contempt. But all the same he is resorted to in times of dire ueoessitya 

The bankers and money-lenders are a little too well protected by law. 

The law courts grant decrees as per conditions of the contract of tlie 
debt; however hard or prohibiting the rates of intorcrl may ltK\ 

The limitation law of three years is a tool with wliich the usurer 
manipulates and renews the old bond with compound intei-wt added to 
it, at his will as the borrower is at the critical moment in a at the 
mercy of the bankers. 

I am of opinion that more legal faciiitici> should lie extended by statute 
to the borrow'er than to the usurer. 

Their dealings are not in the main coiuluctetl on sound and fair lines. 
There are several notable instanct's where rich and reckless youths fall an 
easy prey to the unscrupulous usurer to whom they resort to meet urgent 
demands, dasli off their signature rather blindly without in the least caring 
to note the amount, rate ot inten'st and otiior Vouditions. Prior debts, hign 
rates of interest, hard conditions of repayment and eompound interest sjpell 
ruin to the borroiver. All money-lenders and private bankers should be 
licensed by Government lor plying their trade. 

Certain hard and fast .sti|)ulation> should bo laid down by law for the 
lair conduct of their business. 

9. Ordinai*>’ indigenous Imnkers score a profit of about dO per cent gross. 

Allowing a fair margin on an jueruge. of about 10 jier cent for the business 
maintenance charges, two per cent lor legal exiienscs, 5 per cent for uiifort'- 
.seen contingencies and 10 per cent for bad debts, on the whole they earn 
ulxiut 12 per cent net on tfieir outla.\. 

They are very careful and cautiou.s in tlioir dealings. It a mau applies 
for loan they w’ill take a week or ten days before they come to a dehiiito 
conclusion after making searching enquiry aliout his financial status and 
.solvency. They will accoininodat<* only 00 per cent of the best applicants for 
loan.s. It is only on unacceptable and doubtj ul nature of tho security offered 
that accommedatien is refused on the pretence of lack of funds. If they 
hnd a rich and solvent customer they will vie with one another to lend 
him money. Occasionally it i.s during the very bu.sy sea.son that insulhcieiicy 
of working caxiital is felt, 

11. An All-India Reserve Jlauk should be <‘siablished at Bombuy with 
branches at all district headquarters of the provinces with co-oi)ted local 
directorates. At the outset largo cash credits should be afforded to tho ricli 
and solvent local bankers on tangible security. Gradually the reserve bank 
can come in contact wdth several cheats of the bankers and ascertain their 
whereabouts by the cheques cashed by them. They can with advantage 
utilise their opportunity to slowly and .steadily acxiuire local knowledge and 
experience and gauge the solvency, honesty, promptness, and the volume 
of business of a host of clients. 

When such healthy competition comes in, the local bankors also will try 
to conform to fair conditions and iiiodify their terms. During tho slack season 
from June to Noveml>er a krge amount of money is idle and does not find 
employment. The indigenous bank.s ipvest their money in co-operative 
banks or joint-istock banhs siich as the Indian Bank, i.e., for short-term of 
four to five months and ©am an interest at 4 or 4i per cent for their idle 
money. Ho all their money flow’s into provincial banks at the m©troi>olis for 
short periods. If their surplus money could bo invested in joint-stock banks 
of their district it will not only fetch a higher rate of interest but w’ill 
also benefit the district agriculture, trade, and industry as local people may 
make the beet vtse of their money. 

Ill, — Investment huhit and attraction of capiiaL 

1. Ample scope for the investor lies in the banking resource's of the 
, province in the following channels, viz. — 

(1) The Government of India. 

(2) The Imperial Bank of India. 

tJ) The Madras Central Urban Bank. 

m Other bl^ joint-stock banks. 

The foreign exchange bank. 



The Govei'iimeut of ludia aud the India Office between them maintain 
the rate of exchange aud pa^ temittances between London and India not 
only to meet their own charges but also to maintain the equilibrium of 
expansion and contraction of currency. 

The Imperial Bank of India *are Government of India bankera who 
control discount rate and cit?dii issue of India. They do ordinary’ business, 
like other joint-stock banks, but are forbidden to do exchange business. 
The exchange banks are all foreign banks and thc^ finance import and 
export overseas trade. They take in fixed and current deposits and com- 
pete with the linpcrial Bank and other joint-stock banks. Prominent among 
t hem a re- 
el) The l\ & O. Bank. 

(2) The National Bunk of India. 

(3) The Mercantile Bank of India. 

(4) The Charteied Bunk of India, Australia, and China. 

The Indian joint-stock banks arc doing ordinai-y hanking businessj taking 
on deposits, discounting hills, giving loans and advance to traders, facilitating 
movement of crops arid are also doing a very .small percentage ot exchange 
business. Big joint-stock banks arc located in important .seai>ort towns, the 
largest among them being tlie Central Bank of India. To quote a lew 
others, there are the Indian Bank, the Bank of India, the Bank of Mysore, 
the Ned ungad i Bank, the Punjal> National Bank, and the Hindustan Jhink. 

Indian joint-stock banks otter a slightly higher rate of interest on fixed 

and current deposits than the co-operative banks and the imj>erial Bank. 

The Iinperiul Bank does not give any interest on current deposits. 

The co-oi>erutive banks are primarily intended to help the ryots. But 
the Central Provincial Bank which is .situate at Madras besides financing 
tho District Urban Banks who in their turn fund the rural co-operative 
societies, does ordinary bunking bu.sine.ss also. Chettis, Multams, and 

Marwaris do indigenous banking busine.ss from time immemorial. They 

take in long-term deposits and also accommodate long-term loans. They adopt 
no ehequtj system. They play tho part of niiddlomen l^tweeu the big banks 
and the jiublic. They range from a .small village capitalist to the big city 
millionaire. 

Additional capital is required for exploitation, reclamation of thousands 
of acres of waste lands in this distiict, improvements to dry and wet lands 
by sinking wells, enlarging irrigation, introduction of latent scientific 
methods and manuring and tiie opening of several various cottage industries. 

Land mortgage and industrial banks should l)e opened on a large scale. 
At least one crore of rupees is requirt?d to start with. At the present tho 
only impetus for the poor is the post office savings bank in which they 
repose implicit confidence and faith as it affords facilities for .small deposits 
and withdrawals at short intervals. 

Tho Indian Bank, the District Urban Bunk, and the joint-stock banks 
now offer better facilitie.s to tho poor, the middle class and the Government 
servants to invest their savings in their savings deposit account which pays 
interest at 4i to 6 per cent. These facilities should be still improved and 
extended to interior hamlets. Co-operative societies should be started in 
every nook and corner of the district and deposits should be taken frem a 
minimum of one rupee upwards. 

Hindus use most of their .savings in Tuaking silver aud gold ornaments 
and flfilver vessels. Of about 40 crores worth of gold and silver bullion all 
imported atinually into India, nearly 90 |wr cent of the gold and 50 per cent 
of the silver are readily converted into jewels, not to mention over a crore 
of rupees worth of diamouds, imported from Holland and South Africa, 
rubies and precious stones from Burma, pearls and corals from Ceylon silk 
and lace from Cliina, Japan and Franco for making costly olotiM * i.#. 
sarios for ivoiueu. The postal cn.sh certificates are popular in towns 
in the iniei ior where post offices are located. 



t, should be taken to increase their Mpularity by propaganda work 

village postmasters and postal inspectors ny inspiring confidence in the 
miilds ot the ilaterate villagers. Pern^s of I'ouemption oi postal casn certiti- 
cates should be shorter, that is, ta*o or three years, and tlic percentage of 
interest should be rais^ a bit higher. 

Certainly the post office savings bank affords immeuM) facilities for smalt 
and i^r depositors; vigilance, promptness, quickness, wurtesy, and polite- 
ness in receiving and paying out money should be judiciously exorcised so 
that the depositor ne^ not tarry a ininute longer at the post oftic'c counter, 
than is al^solutely necessary. 

Withdrawals may lx> permitteil iiion* often tb.m ut picsent. 

To attract better and other class of people, the annual maximum limit 
of deposit of Rs. 600 should lie raised to Rs. 6,000. Banks and bankers arc 
not seriously affected by postal cash as tJie invest^ms undei 

this category are not their clientele. But tliey are greatly affwtetl by 
treasury bills the purchasers of which, most of them, are bank constituents. 

3. Government promissorj-notes can be directly piircluvsod fix>m the 
Government Treusurie.s and the Imperial Bank ol Imlia. The provincial 
central co-operative banks and some of the jonit-st<K‘k banks also uiidevtaki* 
the purchase and sale of Government prom issor> -notes. 

The face value of the lowest denomination of the Government iiromissory 
note is Rs. 100. 

Government promissory notes of Rs. 25, 50 and 75 also should be for the 
l>euefit of small investors. Government promissory notes should be sold 
nt all post offices even on postal cash certiluuites and should he readily 
and quickly available to the investors. There are stock brokers like 
Messrs. Husuu Tod, Kothari A: Sous, and othei-s who maintain offices for the 
exclusive busines,s of buying and selling Go\ eminent promissory notes and 
also various shares and securities ot joint-sk>ck (‘oinpanies. 

The rich landholder invests liis produce and interest money in advancing 
loans oil mortgage ol immovable property at a high rate of interest. He 
deposits a portion in current account in local f)unks for drawing from time 
to time to meet inimediato demands. 

The middle class and poor landholders uhosc incomes are limited Ketp 
whatever excess money they have, locked np in their chests for constant use 
for the whole j’ear. 

Rich ryots arc not generally inclined to lend to their lellow ryi>ts. Tljt\> 
rather like to invest their savings elsewhere than in their own village. 

The rich ryot lends money to his neighbour on high rates of interest 
repayable in kind at the time of the harvest. 

In a prosi)ei'ous year the prudent few buy additional lauds, build houses 
or improve their land whereas the improvident many indulge in unreinu- 
neratire and unproductive expenses such as marriages, ceremonies, luxuries, 
high living, making jewels, and buying eo>ily cloths. 

Owing to the indebtedness and recklessness of the poor ryot a rich ryot 
or a non-agriculturist purchases his small holdings. 

4. The use of cheque means having a banking accolint. 

Merchants, eontractor.s and high paid Goverujueui servants, keep their 
money lodged in a bank paying in fiom time to time and drawing cheques 
for their requirements. 

Foreign countries pass all their transactions through hanks by cheques 
and biUs. The habit ot using clieqnes has ^own very rapidly all the world 
over BO much so that even a poor man’s wife in America and England owns 
a banking account and pays her petty bills by cheques. 

The amount of war loan in public hands in foreign countries hat tamed 
many people into investors. 
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An invcMitot* who receires dividend from Government secnritiM^ Itoc^ 
liiiaree, sendft his dividend ecrip to hie banker for encashment , not minding 
the srnaJi commission which the banker charges for his trouble. Hie iirreat- 
iiig class have ready recourse to banks for the purchase and sale of eecurities 
and shares. 

Indians are just now realising the benehi and advantages of a banking 
aiirount. The habit of using cheques is growing quickly among educated 
jiierchant classes, rich men, mill oivners, and a few other classes. Ihiteracy 
and want of banking facilities for small de|>osits are the drawbacks. • 

Indians should be educated about the utility of business promptness, 
credit, thrift and economy, which are attendant on banking habits. 

It is the hanking habit in the course of the past 150 years that has 
raised America and England high in the eyes of the world as the greatest 
hnanciers of the globe. 

The middle and poor classes do not have recourse to cheque system at 
all. Puymonts to Government servants and bank employees of rupees two 
humlred hikI over by chetiues may to some extent induce them to open bank 
accounts. 

The use of vernacular cheques and scnjis in banking wdll certainly 
encourage the majority of mercliants and others who do not know’ English 
to take udvantagt? of banking account and the large use of cheques. 

5. Bunking and investing habit in India is of recent and slow growth. 
Coining as it <lid in the wake of the post-war period when there was plethora 
of wealth a host of industrial concerns sprang up all over India though many 
of them came to grief cro long. 

There is a lack of eonfidouce in villag(*rs to invest money lar away from 
they villages or towms. 

Locution of good banks in tlie lieurt of toivus and the villages or in their 
vicinity with ample seope for small depo.sitors, may improve the situation. 

TJiere is a eapitul of about 25 crures of rupees rolling in India in banks 
which are about (KX) in number all told, working out an average of less than 
Hs. 10 per head of population; whereas there are 30,(X)0 baiiKs in America 
rolling 1,360 crores of rupees and 9,500 banks in the United Kingdom of 
Great Britian rolling 230 crores of ruiiees. 

Wide publicity and advertisement of the balance sheets of the assets and 
liabilities disclosing the status and standing of the banks should be made 
lirotty often. 

The best method of creating banking haliit in oui country is by educating 
the public on banking lines. 

Bankers should afford best lielp to .small depositors. Systematic and 
regular propaganda work by organizers should be undertaken. Lwtures 
on the henetits of banking should be delivered iii vernaculars explaining the 
ways and moans adopted by western nations and Japan (recently) to 
enormously increase their capital and reserve in banks. 

Accredited banks should issue periodicals and bulletins on banking. Each 
and every bank should publish weekly or fortnightly statements of their 
ftnaucial affairs showing therein its paid-up capital, reserve fund, reserve 
liability of shareholdci's, assets and liabilities and liquid cash balances for 
the information of the shareholders, depositors and the public. 

If the -enormous amount of about 40 crores of rupees annually sunk in 
India in unmnunerative and unproductive jewel-making were utili^ for 
the ui^buUding of the country's mogress in capital expenditure, India can 
well afford not only to be self-sufficient but also play the role of a mighty 
aguix>-head in the financial world lending and contributing to intemati^al 
European Iqans instead of her going abroad borrowing in the London mem 
market, 
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. A bold stop forward may be taken by reducing at least half to half the 
Hilport of gold and silrer bullion fi^m 40 to 20 ororee and taxing h^TiW 
idl importa of diamonds and other pi'eeious stones. This may give a che^ 
to the erase of jew«d«making. The Imperial Bank of India since it became 
a State bank in 1021 is the custodian of a very big amount of Government 
money free of interest and has aoqnii'ed an unassailable prestige and position 
as a stronghold of immense liquid ca^. 

Its touch with the public is not m close and constant ns it was during 
the golden days of the old Madras Bank. 

There aro certain checks and restraints as per rules- of the bank in the 
matter of accoinmodation «f credit to merchants who cannot cominaiid easily 
and readily the credit and patronage which will l)e a grtmt iiicentivo iii 
the increase of the volume of husiness with assured and accredited mutual 
l>enefit and advantage to the clientele and the hank. 

The opening of the lOd branches of the Imix^rial Basik of India all over 
the country, in the course of the past s<'ven years, will ('ortninly bo crowiu^d 
with splendid and brilliant success, if Iiulian advisory Imards are appointed 
in each nnd every branch and Indian magnates,, capitalists and merchants 
of the financial standing, sterling merit, status and attainments are freely 
allowed to take an active part in the internal working and dimtion ef 
the bank. 
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Writt0ii 0vid6iiC6 of Prof. W. G. BABTOA, BJUtt. (Oxon.), PJLXJIt) 
Paohaiyappa** College, Madrae. 


Since I have had an opportunity of studying the conditions of the 
villages in the districts of Nilgiris, Coimbatore and Salem in the south, 
(luntur, Kistnn, East and West Godavaris, T propose to present iny 
information for each district separately as it will facilitate the presentation 
of facts more clearly. 

To take Nilgii is Hrst, there arc two jmi>ortant agricultural communities 
on the hills— ilie Hadagas and the (hettis. Agriculture is to the former, 
only a moans of subsidiarv <xcupation while to the latter it is the mam 
and ofUm thc^ sole means of occupation. Therefore although the Badagas 
obtain ercnlit osUMisibly for agricultural purposes they often spend much of 
it upon non-agriciilturnl and usually unproductive purposes. But the 
Chettis of Gudalur invariably devote the credit obtained for agricultural 
purposes. It is therefore nef*essfiry that figures for the indebtedness of 
these two classes of iioople will have to he interpreted differently. 

The Badagas obtain credit for agricultural purpose from the following 
sources, arranged in the order of their importaiioe : — 

(i) EuropoAii planters; 

(ii> Co-operative soeieties ; 

(iii) ^luhammadan and other merchants of Kotagiri and Coonoor- 

Europeans oftiui advance money to those people to enable them to raise 
tea and iiotato plantations. Very often, the credit thus obtained is 
devoted to imrchase tea seedlings, to dig the pits and jilant the seedlings 
and raise the necessary fences and bunds. 

The co-operative credit soeieties have advanced most of their credit to 
enable the Badagas to rttis<» potato crops by purchasing the necessary 
fiuantitio.s of seed ami by improving and clearing the land. 

The Muhammadan and otiicr mercliants usually advance money to the 
Badagas not for capital and ncrinaneni improvements but ‘‘for expenses 
during cultivation,” They sell grain, other kinds of food and cloths on 
cu'edit and offer to rec’cive ])ayments by instalments during the year in 
return to which the Badagas agree to sell their potato crop only to the.se 
merchants but at tlie market rate prevailing at the time of the sa^e. It is 
onlv these nierchants who offer credit in times of emergency caused by the 
failure of crops, the deaths of relatives and the consequent easily funeral 
ceremonials. 


Coivihiifore district . — In Coimbatore district, the Tovars and Vchalas 
obtain credit for caoitul and permanent improvements from the local rich 
rvots, a few rich Brahmins, the morchants fTelugu Vvsvas> of Tirunpur. 
Coimbatore, Gobicbettipalayam and the Navudus of Palladam. Rome of 
tbein manage to obtain the credit necessary for expenses during cultivation 
from the abovomeiitioncd money-lenders and also from petty monev-lenders, 
who deal in forward contracts or wdio w'ish to obtain grain and other agri- 
cultural produce at choni>er rates than usual. 


But the ryots of this district are accustomed to Imrrow large sums of 
monev for non-agricultual purposes also, owing to the fact that some of the 
Velmas have come to develop a high idea of their social status and so the 
question of obtaining credit for productive purposes is not so great as it 
IS in the case of tlie ryots of Salem. 


Salem d^.*inet.~The most important sections of ryots in Salem are the 
Te ugu ryots of Hosur division and the Vellalas of Salem division. The 
relut^s are more prone to spend large sums of monev npon ceremonies and 
maintenance u toey maintain a fairly high standard of living. But the 
thf ® ‘■'V®' and cflrefnl and 

p poses. . foreover, the assets of the ryots of this district are 
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mndh smaller thau those of Coimbatore as the raiufall of this district k 
scanty and precarious and the land is very poor iu its fertility* 
llwefore^ their ability to obtain credit is strictly limited. 

Agents for the suppiy of rapiial. — The Brahmins and Vaisyas of Kela- 
niangalam and Denkanikota, the Vaisyas of Knmarapalayan) and Bhavaui» 
the Nattnkottai Chettis of Salem and Coimbatore advance tlm needed credit 
to the agriculturists of this district. But out of these people, the Vaisyus 
and Brahmins and some of the rich Vollala ryots 'idvaiioo credit mostly to 
the poorer ryots for “expenses during cultivation/’ while tlie Chettis 
lend fairly large sums of money to the Vaisyas and the rich Vellalos who in 
their turn carry on money-lending business. 

Failure of monsoons is a common feature in this district and at such 
times the Vellalas are obliged to go to the Vaisyas of the neighbouring 
towns crying for accommodation. The money-lenders of this district 
serve, by thus advancing the credit to these ryots, one of the most useful 
functions in the rural economy of this part of the country. In fact, the 
amount of capital borrowed for non-agriouliural purposes is so small when 
compared to the capital advanced for agricultural purposes that one l)egins 
to feel that after all these moueyAenders^ however li<td aiul ruinous their 
methods of hanking may he, are vertainly performing a. very useful func- 
tion, In fact, the supply of capital at the command of those Telngu 
Vaisyas or Koinatis is always far short of the demand and they are there- 
fore not only obliged to borrow in tlieir turn large quantities of capital 
from the Chettis but also to staive the needs of the ryots for the capital. 
So it happens that, except for a few exceptions hero and there, the ryots 
of this district utilise much of the capital harrowed for PTtremehj useful 
and necessary agricultural 2mri>oses, 

The Guntur ryots, most of whom are Knmmas, have a less creditable 
record, as far as the utilisation of canital is concornel. The dellaic ryots 
find it extremely easy to obtain credit from the numerous rich Kamiims, 
the increasing number of Marwaris of Tenali, .Guntur and Bezwada, the 
Imperial Bank of India with its branches in Guntur, Tenali and Chirala 
and the Vaisyas of Bapatla, Tenali, Guntur and Chirala. The co-opera- 
tive credit society also has come to play an important part in these parts. 
The OAnount of cxipital borrowed hy the ryots of these del fair villages for 
agrievltural purposes is only ahouf as much as that obtained for other 
purposes and this is so because of the inflated values of land and the 
recklessness of the ryots. 

But the upland ryots are very much more careful than their brethren 
in the delta and they l>orrow money mostly for agricultural purposes from 
the Vaisyas of the neighbouring towns, the tobacco and cotton exporters 
and merchants and the rich ryots in their neighbourhoods. These people 
make very little distinction between different purposes in their agricul- 
tural economy but they borrow money mostly “ for expenses during culti- 
vation.’* Even amongst these people, those who belong to the rich tracts 
of land in Guntur and Narasaraopet taluks and who raise tobacco and 
groundnuts are fortunate enough to obtain nearly as much capital as they 
require. But the ryots of Vinukonda,. Palnad and S’attenapallo are hard 
put in obtaining credit and they very often are obliged to neglect the 
necessary improvements upon their land just f)ecanse of their inability 
to obtain the necessary amount of capital. 

The deltaic ryol>8 of Kistna and the two Godavaris share almost 
equally all the evil habits of their brethren in the Guntur delta. Most of 
il^m ^are however pressed for money whenever they, have to effect any 
improvements upon their land and they find it hard to get the necessary 
amount of money “for expenses during cultivation.’* But thev will agree, 
rather willingly and even anxiously, to very onerous terms in order to 
obtain large sums of money either to purchase lands or to celebrate some 
ceremonies. It is indeed n paradox. For useful and necessary pur- 
poses of life, the ryots find it difficult to obtain credit and ai’e unwilling 
to agree to the terms of the money-lenders, while they are quite prepared 
to agree to any terms in order to get the credit for celebrating a marriage 
Of speculate ip land vi^liies or to piirchasc a field, These deltfwc ryots 
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hara dareioped w all-consumiug psaaion for land and they go on inraating 
large stiina of money upon the purchase of lands, althoui^ agriculture m 
fast becoming more than uneconomical. 

Mui wh€n> iht cropi fail owing to the vititation of d peit or the duwioge 
ectused bp floods and suhtnersionf most of these so-called prosperous ryots 
are in great diflictdties and they find it very diflicuU to obtain the neee^ 
%ary credit to maintain themselves and their cattle while they go on culti* 
rating land in anticipation of the next crop. The outbreak of cattle 
epidemics has now hc^come so common a feature that it will have to be 
re^on^ by the economists and those interested in rural problems as an 
important calamity, which is nearly as great in its effects as failure of 
rains. 

It is curious how a few rich or improvident ryots find it very very 
easy to borrow large sums of money while the great bulk of the ordinary 
deltaic ryots find it extremely difficult to obtain credit even “for expenses 
during cultivation’* not to speak of purposes such as “capital and perman- 
ent improvements.” 

The agents who supply capital for these ryots are the following : — 

Vaisyas of the various towns; 

Rich ryots of the different villages; 

Merchants of the towns ; 

Inamdars and absentee and other landholders who have leased 
out their lands; 

Cloth merchants of Nellore and Ongole ; 

Itinerent money-lenders from Guntur district; 

Marwaris ; 

Co-operative societies: 

Imperial Bank of India. 

Out of these, Vaisyas, rich ryots, inamdars and others and co-operative 
credit societies are the most important agencies. The Vaisyas and rich 
ryots usually advance money “for expenses during cultivation” and ^‘for 
capital and permanent improvements ” but the former are interestc|d in 
the crops on the fields while the latter are anxious to grab as much land 
of their debtors as possible. The former obtain forward contracts for the 
crops of their debtors while the latter try their best to get the debtors 
slowly but surely into their clutches so that land will pass into 
their own hands. It is largely true to say that the ability of these two 
agencies to effectively disable a ryot by advancing more credit than is 
good to him has largely l)oen lessoned by the advent c»f co-oiieiative credit. 

But the economic weakness of most of the ryots of these Godavari and 
Kistna deltas is indicated by the fact that there are numerous ryots of 
very many villages, most of whose land has been under irrigation for the 
last 40 years, who are still obliged to obtain cloths on credit from, the 
Nellore and Ongole merchants, seed on credit from, the Vaisyas. small sums 
of cretiit (Ms, 5 to 10) from the inoneydeTiders who hail from Ountur 
district and credit for effecting ** camtal and permanent itnprovements from 
the rich ryots whose interests are directly opposed to those of the debtors. 
Therefore, I am obliged to come to the conclusion after this cursory survey 
of the present system hv which these agriculturists obtain credit that the 
ryots are not able to obtain as tnitch credit as easily and readily as they 
need for their agricultural needs. 

TTpiand^ ryots. To come to the ryots of the uplands of these three 
districts, it must be said that the .same agencies supply credit to th<^ 
p^ple also but in smaller sums and much less readilv and voluntarily. 
Hfpew ryots find it hard to obtain the necessai'r^ capital for the purchase 
of gfvnindnut seed. Several of them are obliged to obtain the seed on 
namulu, a system of advancing credit in terms of "rain or seed at 50 
to ino per cent interest for a period of three to six months. Most of 
the ryots ^ are obliged to borrow monev, if at aU they wish to effect 
"capital and permanent improvements.” Tf onoe there* is a failure of 
monsoons or an outbreak of epidemics among thei? cattle, they are in- 
capacitate economically and more or lefts permanentlv and it becomes ex- 
TTemoIy aiincult for them to find accommodation with any money4©nd^, 



in fact, ike Marwaria ai*6 uot vei'y much iuieratited iu those poopU ancl 
acivauce same capital, il at ail, only indirectly thixiugli Vaiayaa af the 
toinis, who It is that supply most oi the capital to the ryots of the uplands, 
lit is therefore not an exaggeration to say that the neeas of these ryots for 
mpttal are always starveci and the price paid for it is consequently famme 
price and is in every way unjustifiable^ 

Ass for the rates of interest, the usual rate in the deltaic parts ranges 
from 12 to 16 per cent while very often 18 to 86 per cent is also extracted. 
iVamtiiu and tfiati are two methods of borixiwiiig capital, oi>eu to the 
ryoto. Many ryots ao resort to them and are therefore obiigea to pay 00 
to 100 per cent per annum. In fact the rate df mterest has a tendency to 
rise to an almost imijosstblc extent in the case of very i*oor ryots, and 
X>articulariy is it so in tUo case ot the ryots of those villages which are 
subject to the trouble ot submersion of crojis and also the so-called rich 
but improvident ryots who are suspected to waste their properties. Indus- 
trious and careful ryots who are hnown to be thrifty are able to obtain 
credit though in insuhicient quantities at 12 to 18 per cent. 

Itate of interest. — But the rate of interest varies according to the kind 
of money-lender also. It he is a ryot, the rate is never more than 18 per 
cent but if he is a merchant, who is interested in Atr'uutw anci Jaiti, it 
is never less than 5U per cent. 11 lie is, however a Marwari, the rate 
mounts up to at least 86 per cent compound interest. The JNattufottai 
Chettis ot Salem and Counhatoro districts are known to charge uot more 
than 36 per cent compound interest. 

In the case ot the upland ryots, the rate is always uljovo 12 per cent 
and is in many cases bO to lUO per cent compound interest. Many ot 
the ryots are obliged to get advances of credit only on JSamulu or Jatti 
or botn the systems. 

Period of credit. —An for the perioil for which credit is advanced, the 
Vaisyas give fairly long term credit, the time being never less thau an 
year, except when Auniuiu and Jatti are otfored. The ricii ryots wiie 
deal in money-lending are iouud to olfer credit loi a period ot at least 
J years on simple interest, although a lew of them try to collect the 
money more otten and derive thus an additional advantage. The itmorarj| 
cloth merchants and money-lenders, the ryots and Vaisyas who deal in 
Jatti or Aamuiu otter credit tor only 3 to 9 months. Tho Imjioriai Bank 
of India otters short time credit, not exceeding a year. Tho co-oiierative 
credit societies otter only six months credit except in u tow cases, in 
which credit is otlered tor a longer period on the security ot lands, mort- 
gaged or not. 

Nature of the security. — In Salem district, the land is often mortgaged, 
while in Coimbatore District, no mortgage is demanded. On the .Nilgais, 
the Badaga’s land is otten attached although the Ch^tti's land is not 
mortgaged as they are supposed to be fairly honest and regular in tho 
repayment of thoir debts. In the four northern districts under review, 
mortgaging the pioperty except in tho case of co-operative credit is not 
at all popular, although in a few very poor villages in Bandar, Ellore, 
Nandigama, Kajahmundry and Peddapur taluks, most of the ryots are 
obliged to mortgage their lands. 

As for Namulu and Jatti, the vei'y idea underlying these methods of 
advancing credit is that the crops are taken as the nec*e8sury security. Thus 
the poorer ryots of Bandar, Kaikalur, Nandigama, EUore, P^dapur, 
Rajahmundry,. Tadepalligudem and Tanuku taluks are obliged to offer their 
crops as their only security for the credit they obtain from the merchants. 
The Badagas of Kotagiri offer their potato crop as security. But most 
of the deltaic ryots of the four northern districts are not obliged to 
mortgage their lands or to offer their crops as the only security since the 
▼aides of their lands are very high. This is in fact the one substantial 
adrantage they derive from the higher prices prevailing for their lands. 
On the other hand, this seemingly desirable independence of theirs proves 
to be the very curse for them because, encouraged by this, they very often 
borrow very much more than they ought to and venture upon very many 
doifbtful enterprises ai^ land themselves iu difiiculties very much mory 
qhichly. 
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Vutt played by dtiJercnt uyetuies of supidy of capital, 

•» 

Government , — The Goveriiuient js 21 very agency ior the 

supply ot capital. it is supposcil to advance takiu i k»uns whenever 
demandexi hut the procedure loiiowed in the distribution of these loans is 
bo crude and the iiiuehinery ior the distribution of these loans moves bo 
very slowly that the total aiiiount ol it demandexi and offered is almost 
negligible Irom a coiiipaiative point ol view. Thei-e is certainly a great 
luture ior such cheap and well guaranteed credit, ii, according to the 
recoiiunendation ol the Koyal Commission on Agriculture,, it is distributed 
through the co-opcrati\e cf%dit .societies or eo-operative land mortgage 
hanks. 

imperial JianL.—Tho activities ol the imperial liaiik of India have in- 
creased to a veiy great extent in the last ten years. More branches have 
been opened anti cretiit is iitlvanced to the agriculturists much more easily 
and more conhdeiitly than previously. Jn lact, this bunk has come to 
be a potent loice as lai as supply ol credit is concerned, in tlie deltaic 
taluks ol the lour 1101 them uistricts and especially in Guntur district. 
JJtuma credit, as it is calk'd by the ryots, is obtained tro'ii tliis bank on the 
security ol iuuld> m the granaries by almost ail the important 
deltaic ryots ol Guntui district and Kistiiu district while thi.s form ot credit 
IS becoming increasingly populai in the two Godavari districts also. But 
unfoi t unatrl y oiviny to the fad that the agenfn of the htuni hes of thiti l^nnk 
are foretyners irho are unnvquanit etl irith the ec'onomie eoiulitions of these 
dtstnetH and teho are ed‘< ept lonafi y timid and unenferjn ising and who are 
dependent upon muih mow timid and mneh less enfet ja isiny Indian 
cashiers this hani, has not been able to capture as miuh of the capital 
market as it vay well can both to the. adcantayc of itself and its customers. 
It js also largely true that this hank deals in agricultural credit as only 
a side line of its worh, relying more upon the iinaneing ol the marketing 
ol agricultural produce. "J'his attitude must be uHcrod, more enterprising 
and skill ul agents aie needed and agricultural hnaiice must be taken up 
much more seriously d at all thi.s bank is to play its projier role in 
this spheie. Even it all these changes are ellected, if must be admitted 
^hat it will not be j/ossible for it to advance credit to the numerous small 
a^lders with whom these disfriifs abound. 

The industrial bank is supposed to have its branch in Guntur hut ii 
has not yet begun to do any work a.s tar us the agricultural credit is 
concerned. There is no other joint stock bank, whether English or Indian, 
which has tried to finance the ryots in any of these seven districts under 
review. 

Go^operativc banks have certainly come to be a potent factor in all 
these districts. On the Nilgiris, these banks have deated two factions 
among the Budagas, while the Chettis are left to shift for themselves without 
them. 

The upland ryots ot Sivlcm and Coimbatore and the four iiortliern dis- 
tricts do not! have half as many banks as the deltaic ryots, nor do they 
obtain one*lourtli as much co-operative credit as their more fortunate 
brethren. This is .so heeaitse the Go-opemtive DejKirtment scans to he averse 
to the qui^k expansion of this movement, there are not enough capable 
f^ople in the villages of these jmrts who can organise and run the co-opera^ 
five hanks and also because the leaders of co-operation have not sufficiently 
understood the importance of this problem of supply of capital. 

But it can nevertheless he safely asserted that almost every important 
deltaic l^illage has to-day a co.o|>©rative credit bank and that almost every 
important ryot of such villages is able to obtain some co-operative credit. 
It is said that the maximum lending capacity of most of these banks is very 
low. In fact the co^oj>erafive credit has only succeeded so far tu satisfying 
the growing needs for capital, haring intact the hold which other agencies 
for the supply of capital have already esfahlished for themselves In a 
few but an ever increasing number of villages, these banks hare no doubt 
succeeded io lessen tlie importance of the merchant and ryot monev-lendeiu 
and the Mnrwaris. 
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She bunks and bunkers,*-^ltx Solom and Cou^batora dibiricU 

ilierci urc uiuny Clictti nidhib, which advance large ol money to the 

VmstjaSy mtrchants and others who in their turn lend money to ryots. Uut 
these bunks and bankers do not try to establish diix^et relations U^tween 
themselves and the ryots whom thoir money eventually j‘euc‘hos. Moieover, 
tlie t^art played by their capital iir agricultural hnuuce is very insigiiilicaut, 
although its part in hnaiieing the merchants and others interested m deal- 
ing in grain is none too insigiiiiicaut. 

Professiomd inottv ydtndcrs. — It is wondert'il what ^exactly is nicuni by 
this class oi peo|>ie as (listiiiguisheil irom the above class, iiie MuttukoUai 
C’hettis, Marwaris, tiie Tolugu Koniutis ot Salem and Coimbatore, many 
ol tile rich Kamiua, Kapu and iteildi ryots and u lew \ aisyas and almost 
all the -Marvvans ol the lour northern districts can be said to l>e proles- 
sionui juoiicy-icnders. Iheso peoide specialise in lending money to agricul- 
turul classes, although some ol tneiu like ryots are iiitereste<l in cultivation 
and some otiiers like ^lunvurrs olteu lend money to inerchuuts and others 
who arc not piunurily interested in cultivation. 

Because ot the presence ot the Natlukottai CheLtis, the Marwaris are 
not able to play as great a part in agricultural industry ol Salem and 
Coi 111 l)a tore as they do in the hand-loom weaving industry and also in tho 
coiniiierc‘o associated \\ itli agru uitural proiluce. Ko}nuii» arc the most 
important group of pcopir in thesfj two dust ruts. 

But ill Guntur, Kistna and llie tao Goda\uris Muruaris hurc iLplaitd 
the i'aisyas almost tniirely and they Uid fan to compete siuecssf uU y wtfk 
any other aijenvy for the sujqily of lapitalj not exitiidiny co-operative credit, 
'J'hese people hail irom Guzerat and Bujastan and they olteu work in 
tumily groups ot lour or hve, so that, while one or two go to their native 
places, the otheis may cany on their business. They lirst ot all try to get 
into touch with local conditions and manage to get all possible intoiination 
regarding the financial condition oi most ol the prominent merchants, grain 
<Ujulers, ryots and others oi tho taluk or tract ol the country in which they 
W'lsii to spread tlieir business. I’wo or three of them, alien asked, told 
me that all oi them obtain credit in their own country, very cheapljj^ 
often at (i per cent simple interest. They lend that money to the Telugti 
ryots and others at lb to per cent compound interest lor such .short terms 
as tliroe to six months, on the security of tho liorrower and another one 
wdio is prepared to stand surety. As they have airoudy gathered informa- 
tion regarding the solvency ol most people, they are in a iiositiun to 
advaiic^e fairly large sums ol money to every prominent person who 
approaches tliem without much delay and without the outwardly imiuiHitoriul 
enquiry into the conditions of the borrowers. 1 'herefore the lionowers go 
to those money-lenders much more quickly and readily than to other agents 
for the supply of capital. 

But the Marwaris are careful enough to insist in every case, where 
the ryot who demands money is not at all known to them, that he should 
get some one known to them to stand surety. Thus they safeguard their 
interests carefully and sufficiently. 

Merchants and dealers, — These peoiile do play some part in Salem dis- 
trict ill financing the i-yois on the security of their, crops. But their 
position is very much more secuie in Kaikalur and secure in Bandar taluks 
in Kistna district, and Sattenapalle and Vinukonda taluks and also in 
Narasaraopet and Guntur taluks in Guntur district and Ellore taluk in 
West Godavari district. These merchants and dealers advance money on 
jatti or forward contracts to the small holders on the security oi ilicir 
crops primarily to assure tliemselves with a cheap and plentiful supply 
of the agricultural produc-e. But it must be admitted that their importance 
ig slowly decreasing owing to the increasing activities of the co-operative 
hanks. 

Capital needed per acre. — It is impossible lor me to try to give a total 
estimate for the capital needed by all the iieojiie of tlie.se .seven districts. 
It can be arrived at, if the extent of the land under different crops grown 
in these districts is known and if the standard of living of the ryots in 



liwjse dktricte i* albo estimated at least' appi*ojdmately. Tiwi atatisticA 
gathered by the Kconaiaic Kuquiry Uuimnittee lor the Kistaa and East and 
\Ve8t Godavaris and the estimates made by it lor the total capital neMsded 
by the ryots of these districts will l>e of very great use in this connexion 
but 1 am unable to make use oi them at this stage. 

The follDW'iiig calculations will however be of some use in arriving at 
a correct estimate ot the uinomit of tlie capital uecKied to carry on cultiva- 
tion in most of the vii luges in which only such crops as paddy , cholam^ 
cotton^ tobacco arc raised. 

As for expeiises during cultivation the iollowing items of expenditui*e 
will have to be taken into account: — laiteds^ manure, labour, agnculturui 
implements, the maintenance and depreciation thereof^ the cattle and their 
maifiteuance and dei/reclation and the maintenance of the ryot himself. 
Most ol the ryots preserve a portion ol the grain produced tor seed but tne 
cost of it w ill have to bo taken into account, as they are obliged to lock up 
ho much of capital in anticipation of iuture use, without using it for their 
immediate neeus. In fact tnere are still many ryots in very many villages 
who are obliged to sell away all their produce soon after the harvest and 
to borrow on namulu seed lor raising groundnut, paddy and cotton. Ihe 
amount of interest paid by them is enormous. 

It is indeed a sad fact that much of the land is not supplied with any 
manure at all in these seven districts, fhere is much more land which gets 
only an insutiicieiit quantity ol manure, and even this is spread upon it 
because some valuable crops are raised on it. The amount ot land which is 
really well manured may not be more than 30 per cent of the total cultivated 
area of any village in tiiis Presidency. This is so because most of the smaller 
ryots do nut have sufficient capital to invest upon manure 

The question of diftereut manure is not so important. If only the ryots 
are able to command .sutlicient supply of capital, they can be enabled to secure 
the most useliil manure. In fact even now the ryots have a surprising 
amount of knowledge about the relative vuluos of different manures but 
4lioy lack the money with which to purchase manure. 

The amount of cow-dung and farm yard manure produced by the ryot on 
his holding is so small as to lie sufficient lor only one-fourth or one-fifth of 
his holding of 5 acres and less. Even this manure must be priced, if we are 
to make a proper estimate of the capital needed. Put every ryot who is 
desirous of manuring his land well at least once in thi*eo years must purchase 
manure. 

It is usually believed by people who have not hud much aequaintauce with 
the village conditions that usually a ryot need not and does not engage much 
hired labour. They even assert that most of the hard working ryots do 
actually manage to supply all the labour needed with the aid of the members 
of their families. But unfortunately actual conditions are not so poetical as 
we are encouraged to believe. The amount of labour contributed by the 
members of a ryot’s family is on the decreajse because of the spread of civili* 
eation and also bet‘ause of the unwillingness of women to share in field wwk. 
Large classes of people, including Kammas, Kapus and Keddis of the four 
northern districts think it beneath their dignity to allow their women to work 
in the fields. Moreover it is not possible even,, if all the meml>ers of a ryot’s 
family are willing to w*ork, to avoid calling in the aid of casual labourers 
during sueJh periods of the transplantation and reaping and harvesting of 
paddy, picking of cotton, pulling out and gathering groundnut, pruning and 
curing ^f tobacco, reaping of cholam and maiae and picking of chillies. These 
ai-e seasons when the local supplies of labour are found insufficient and 
immigrant labour is welcomed, as most of the ryots commence at the same 
time the same kind of work which will have to be finished in the shortest pos- 
sible periods owing to the exigencies of seasons. Therefore rhe part played 
by casual labour in the growing of almost every crop, excepting fodder crops, 
is very important and it even shows unmistakeahle signs of increasing^ The 
capital that must be devoted for paying for this factor of production is an 
important item and in fact most of the ryots who resort to nomuFu do so 
tor the purpose of paying for labour* 
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Agrioaltnr«l implomeiits are necessary for every landholder, however 
Inmli and inaigniBcant hb holding may be. H is not, as is generally heHeved^ 
m easy matter for a ryot to purchase oml maintam these implemenis. They 
get broken very often and though they are cheaply obtained, the repairing 
charges are very heavy; ryots are troubled and worried much more in this 
regard than in the case of other factors of production because an important 
implement like a plough or any of its aocessories may break just when delay 
may mean a heavy loss to the ryot. The cari)eTiters in the villages aro 
neither regular in their work nor are they industrious. The local supply of 
the necessary timber, for instance, the babul timber, is diminishing and the 
dependency of the ryots upon imported timber and the fluctuations in its 
prices is increasing. 

The problem of cattle is a very important one in the rural economy of 
our villages. The ryots lose more money upon cattle than upon any other 
item of expenditure and the outhrenk of epidemics amongst cattle has be- 
come as great a nightmare to the r^fots as famine used to be in times j?ast. 
In the past, it was possible and it was even attempted to breed the necessary 
number of draught animals in every village owing to the fact there was 
plenty of gracing land and dry crops whose stalk was much relished 

by cattle were raised generally in every village and fodder crops wore raiHo<l 
everywhere in suflicient citu anti ties. But now most of the villagers of the 
four northern districts and of even Salem have come to de|>end upon imported 
rattle for the supplj’ of draught and dairy animals. Tt is feared that the 
total supply of these animals, and the rate of increase of supply are falling 
off rather rapidlv. Therefore, the cost of the animals, their longevity and 
efficiency aro affected badly, while the maintenance cliarges are mounting 
up to an almost impossible extent, owing to the shortage in the supply of 
gingelly cake, horsegram, cotton seed, sunhomp fodder and paddy husk and 
bran. Tt has therefore become necessary for ryots to devote more capital 
for this factor of production than in the past. 

Lastly it is necessary for tis to estimate the amount of capital needed by 
a' ryot to maintain himself while the crop is on the field. This can he done 
by estimating what it will cost to maintain a family of hrishnnd and wife, 
two children and an adult dependent on the margin of decency and by 
dividing this figure by the sij:e of the average holding in any village. No 
objection need he raised for including this figure also in our estimate of the 
total amount of capital needed per acre per annum hwause a ryot will have to 
live and maintain himself while the crop is on the field and also heeause many 
of the ryots of our country are obliged to borrow capital with which to 
maintain themselves. Wo cannot avoid this item hv saying that most of the 
ryots seem to manage all right without constantly borrowing for their family 
maintenance because thev form only an important and influential minority of 
the ryot class of any village. 

Therefore we come to the following estimate for the capital needed for an 
iBKjre of paddy land per annum by a ryot to provide himself with the following 
factors of production in order to carry on his cultivation: - - 

Bfl. A. p. 


Seeds 2 0 0 

Manure ... 5 0 0 

Labour ... ... 15 0 0 

Depreciation and maintenance of agricultural imple- 
ments ... 5 0 0 

Depreciation and maintenance of cattle ... 20 0 0 

Maintenace of ryot’s family 40 0 0 


Total capita] needed per acre per annum 85 0 0 


This amount of Rs. 85 is the minimum amount of capital needed per acre 
per annum by any ryot in any part of the oountrv, however poor the crop he 
raised may be and however low his standard of living may he. Tt is in fact 
more true to say that as much as Rs. is needed per acre of paddy cron. 

It can "be seen, if complete figures for the amount of capital supplied by 
different agents of capital are available, to what extent the total demand for 
eanital is met by the total supply of capital. It is impossible for me to asv 
4^nite1y how far short of the demand is the total supply of capital but it Is 
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not difficult for any one who has seen the difficulties tlirou^ which meet of 
the ryots go in order to supply themselves with the minimum amount of 
capital, to assert that the amount of capital available is not even half mm 
mu^ as is demanded by ^e ryots. 

Moreover, the above estimate relates only to the amount of capital 
actually suppHf^d to this industry. But this figure will have to ho rais^ at 
least by 60 per cent, if agriculture were to Ik* supplied with as much capital 
as is good for it to absorb. Then the fdiortage of the supply of capital will 
he much greater. 

It is impossible for any one to make an estimate of the capital needed to 
provide for other spcxual iieeds with anything approaching accuracy and it is 
not moreover practicable to make an attempt. 

But it is equally difficult to make a similar estimate for the capital and 
permanent iniprovements ” needed for an acre of paddy land or c*ocouut or 
orange garden. Once in every thirty years, the earth in paddy fields must 
Ikj thoroughly turned upside down, in addition to l>eing well manured at a 
cost of Rs. 300 or Rs. 10 i>er annum. The non-recurring capital expenditure 
upon an acre of f>nddy field l)efore it is converted into wet land comes to 

.about Rs, 300. 

4 ' 

6'imilarly tlie non-recurring capital expenditure upon an acre of coconut 
or other fruit garden over a period of five years ainountH from Rs. 500 to 
Rs. 2,500, the exact amount depending upon the' kind of fruit tree.s raised. 
If it is cocjonut garden, not more tlmn Rs. 500 will )te nc^edcHl but if it is 
an orange garden, at least Rs. 1,500 will l)e needed and if it is a lemon 
garden, at least Rs. 2,500 will be necessary. 

On a coconut garden, although coconuts cannot he bad for tbo first 
eight or ten years, cholam, maize or horsegrani can be raised for the first 
four years and therefore a poH of the outlay can )>e realized without too 
long 'a waiting period’. Similarly on an orange or mango garden, plantain 
crop can be rai.sed for a period of three to five years leaving thus a w^aiting 
period of four to five years l>efore the first important picking of fruit can 
become pmcticable. But on the lemon garden, a much longer waiting period 
becomes necessary- Thoiefore the non-recurring c'anital outlay depends to a 
large extent upon the length of this waiting period” before the fir.st crop 
can he had. 

Another factor influencing the amount of the capital outlay needed for 
different gardens is the nature of the fruit trees grown. The coconut plants 
cost much less than lemon plants and the banana plants are cheaper than 
coconut plants. Again the initial improvements that must be made to pre- 
pare a garden for ccx^ouuts cost less than what is necessary for lemon 
garden as the level of the land mu.st he rai.sed higher for the former than for 
the latter. Coconut garden needs much less manure and much less w^ater 
and less often than the lemon garden. 

Defects i?i the present system of the supply of capital. 

In the very lieginning it must he stated that the most- important 
tioiihle from which agriculture is .suffering is the insufficient supply of 
capital. If land is not properly impj’oved or manured or drained or 
cleared and cleaned or squared, it is so moi'e often hecau.se of the scarcity 
of sup)>ly than l>waiise of any other defect. Tf the necessary numhhr of 
entile are not maintained and if the cattle are not properly maintained, 
it IS Tpostlv because the necessary amount of (capital is not forthcoming. 
Tf the land.s ar** not ploughed in time, if +lm weeding is not done 
thoroughly, if the produce is not properly stored it is due to the scarcity 
of cuPit&i. In fact manv of the iTots and their workers are obliged to 
go without proper nourishment itist because they cannot afford to invest 
the necessary amount of capital upon their maintenance. 

Tt has rather become fash ion able in certain ounrte»*s to a<!siime that 
agriculture is in a neglected condition and the present day agricultural 
methods are so primitive, unintelligent, unscientific and itneoonomieal 
mninlv because of the ignorance, backwardness, stupidity, end shni’t- 
sigbtedness of the ryot population, 3ut it is high time to ro^lige iJiat 
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present day . deleoU of agricultui'e are more the effects of shortage 
^ supply of capitat than anything due to the bad inuralo and equip- 
hient of the ryots, nlthougli it is only too true that many of the 
are uup regressive and unscientific in thoir methods of work. In fact 
it strikes any one who has had much to do with rural masses as rather 
wondi^'ul that the ryots should l>e at least as i>ersevering and progressive 
as they are, in spite of this crying need for capital. The impmssion has 
been lome in strongly upon my mind, in my surveys of the conditions 
of tlteoa seven districts that tlie in.suflSicient supply of capital has cranipe^l 
dwarfed the growth of agricultural industry in almost every one 4»f 
ita^ aspects. 

First of all. we must observe that mortgages have l>ocomc rather a 
rarity and that f(?wer people are obliged to mortgage their properties as 
be(‘urity for the loans drawn than was formerlj’' the case. Owing to the 
fhcreaso in the level of prices for land and also for agricultural produ(*e, 
the amount of security that a ryot can offer for the money V>orrowed has 
incroa.sed by leaps and Ixmnds and therefore it has hocomo possible for 
ryots to borrow much larger sum.s than formerly on the security of the 
same extent of land even without mortgaging their lands. On the other 
hand, land has bec'oine much num‘ desirable ns a form of property and an 
aveiuie of investment as a result of the rise in its v)rices and so the^ 
money-lenders have come to be willing to lend larger slims of money on 
much less assured security than formerly. Thus it lias come about that in 
every part of this Presidency not only ha.s the total amount of money 
borrowed increased but also the sums of money lent to individual bor- 
rowers have increased to an enormous exteut. It must also Ih‘ mentioned 
in this connexion that the rise in the general level of i»rices in the last 
forty years has influenced things in the same direction. 

Secondh' as peoj)le have found it more easy to borrow fairly large 
.sums of money on mere pi‘o-note.s, many of them have got so intoxicated 
themselves as to borrow much more than is good to them. Hence the 
increase in the numlier of bankruptcies in the past five years. Many 
ryot.s have speculated in land value, and in husiness and have invariably 
come to grief causing havoc* in the market for c*apital. Some mischievous 
and unscrupulous ryot.s liave dediberately horrow’ed large sums of money 
from various money-lenders without one another’.s knowledge and have 
managed to swindle them. All these ch;velopinents have* steadily 
weakened the confidence tlie money-lenders had on the solvency of their 
customers and have therefore obliged them, as a step in their 
self-defence, to chai'ge much higher rates of interest than was foinierly 
the ca.se. 

The money-lenders would certainly have liked to secure themselves by 
asking for more substantial security in the form of mortgages of land, 
etc., hut for the fact that the very .same tendencies which have induced 
the ryot to borrow’ excessively have also encouraged him to cdierish a very 
higli idea of dignity, which ]>rev€»nted him from agreeing to any form of 
mortgage w’liatever. Indeed to mortgage one’s land has come to 1)0 not 
only looked dow’n upon but also abhorred and so, tlie only .scnuirity, tiiat 
an ordinary money-lender can think of, has come to ho the higher rate 
of interest. The capital market has so far been demoralized that in the 
Northern Circars, it has become impossible for really credit-wfjrthy ryots 
to obtain one-fourth as much credit as they can safely borrow’, without 
having to agree upon uneconomic and undignified terms of contract. At 
one time a ryot w’ould have ])ref«rred to commit suicide to becoming a 
bankrupt but in the last 15 years every village has seen four to six 
bankruptcies and so many ryots are quite unabashed even if they arc 
obliged to distribute only eight annas in the rupee amongst thei)- erfdi- 
tors. No wonder the money-lenders have come to demand very liigb 
rates of interest and such unjustifiable terms as discounting tlio interest 
in advance, taking a j)ro^jiote for a vei’y much larger sum than w’hat t« 
really lent. 

Hence, the Marw’aris demand the security of the boirower and also 
another person who is known to them. This stipulation often leads the 
borrower into several unforeseen difficulties and losses because such people 
who offer additional security are either in a league with the creditors or 
are acting on their own for their own ends and therefore the borrower! 
are obliged to make rather a heavy payment for the accommodation given. 

98 
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1/ in cMe the borrower« are able to get their own relativee or rillagent ^io 
stand surety for them, they are obliged to borrow miftdi less than what 
they really nea4 lest they should get their friends also into trouble. 


Thirdly, 

short i||de^ 




tie ]>ertod for which credit is advanced has heooion \ery 
the last 30 years. Previously, money was advanced on 
pro-note for a period of three years. Since much of the debt waC'Slisujed 
hf mortgages, the long ]>eriod of 12 years with the additional stipulation 
el calculating compound interest once in every three years, was ^raneraUy 

tfHowed. But with the groi%i;h of unpopularity of mortgages aw^ ifeS 

growing uncertainty about the assets of borrowers, the Tong p^ilM 

12 years has become less general and important. The Marwaris speeiailBtf^ 

in such short time credit as even three months, the longest term they 
agree upon being a year. The merchants have always been accustomed 
to charge compound interest and while they used to grant fairly longer 
time limit about 30 years ago, they are at present anxious to collect tbeill' 
dues and outstanding capital at the end of every year. Even the rich 
ryots who used, to lend money for a term of three years are at present 
anxious to colltKjt the money within \\ years, although in theory, they 
agree to get paid within three 3 *ears. Thus it has come about that the 
ryots are unable to obtain long-term credit half os easily as they used to do 
l^they are obliged to pa^’ much more than in the past. 


"‘"^^ourthly, the merchants who deal in Jatti or forward contract and 
^amuin are obliged to charge very high i>rices for the credit advance<i 
owing to the very nature of the case. If one has to prefer one of these 
two systems of obtaining credit, one should certainly prefer forward con- 
tract because the margin absorbed by the merchant is verj' much less 
owing to the fact that the standing crop which is almost ready to l>o 
frfcrvestod offers a better form of security than the young crop which alone 
he offered as security for Namidu. The money-lenders cannot be 
^blamed in an unqualified manner because the form of security they are 
tble to accept for the money advanced by them is so insecure, insubstan- 
tial and insignificant that they are obliged to run a very great risk. In 
fact it is more true to say that Naynulu and Jntii are offered more on 
the personal security of the borrowers than on any other security because 
more often than not many of the borrowers fai^ to repay the debts in 
time. Inhere are villages where the money-lenders haye refused to accept 
Jatti or Naninlu because the r>^ots have bo(‘ome thoroughly deniorali?jed 
from the point of view of the creditors. 

The borrowers are obliged to pay the enormous and almost unimagin- 
able rates of interest just because they are unable to obtain credit on 
any other terms from any one else. It is not possible for them, unless 
there be a co-operative credit society, to pool their moral and material 
i<i(Sc*urity and assets and standing apart, each !>y himself, as they do at 
l^resont, they find that Namulu and Jatti are the only possible means 
of supply of C4ipita1. 


Fifthly, no systematic attempt has so far l>een made by any agency 
for the supply of credit to enable ryots to obtain credit on the security 
of their stores of agricultural produce such as paddy, chillies, cotton, 
tobacco, ground, turmeric, jaggery, flax, horsegrara, redgram and 
other pulses. It must not at the same time be thought that the Indian 
money-lenders do not play any part in this direction since many of the 
substantial rj^ots who purchase and store grain and other products do 
manage to borrow large sums of money from them. But there is this 
difference between the indigenous money-lenders, and the Imperial Bank : 
that whereas the former advance credit against the more substantial assets 
of the borrowers, the latter advances credit on the security of the grain 
stored. Therefore, it must be stated that at least 50 per cent of the agri- 
cultural produce of this Presidency is disposed of too early or consumed 
locally by the agricultupal classes and that much of it can easily be stored 
and sold away for better prices later in the year, if real * finance ’ against 
it is forthcoming through proper channels, i.e,, banks. 

There is not even one important agency for the supply of capital to 
offer credit in time to enable ryots ** for capital and permanent improve- 
ments It is true that the (government offers to advance credit for 
improvements under the ‘‘Land Improvements Loans but the 

amount of money that it has advanced and the number of people bene- 
fited by its policy and the extent of land affected by the practical results 



oi^ it are to amnwrUuit that one ia jiutified in ignoring iu part. Hara 
himI there one hhal a few land-holders who are willing and who do manage 
to advance sinall earns of mone^' to their tenants to enable them to effect 
A the nsigil but cheap improvements upon tlie lands leased oht to them. 
But this source of credit is not develop^ in any systeinatie maimer in 
any A few rj’ots in every village do manage to borro# fairly 

anbstai^t^T sums of money for effecting important improvenionts UfNln 
their limd, such as raising or lowering the level of the Helds, mauuri]& 
well, from money-lenders, who however, do not offer credit wi£^ 
l>euevolent motive. If at all, a ceHaiii amount of money is 
-illmprow^ for such purposes, it is got in the usual manner against the 
aecurity of the lands owned by the borrowers. 

Therefore there is no one who is prepartnl to bank upon the beueiicial 
effects of the impix)vements effecte<l upon the land aiK'opting such iiiiprove- 
#)ents and their anticipated results as tlie necessary security irresjiective 
of the other assets and liabilities which any ryot may have or may not 
have. 

LiHstiy, the co-o|>erative credit has so lar been cmui'ruiiig itvseli inaiuly 
with the needs of the ryots I' or expeuHes during <'ultivation and 
with the temporary aci'oniinodatioii needed by ryots, and not with their 
needs for (^apital and permanent improvements, for tlie puyincn: o1 UM 
revenue and ior the jnirchase of agricultural stoc^k and so on. 

Further it Jias only followed the lead, where it has ventured upoif 
such a bold course, given by the Imperial Bunk, in advancing credit pii 
the security of agricultural pixnlucc in granaries. It is largely trua to 
say that it has not till now succetHled in hnancing either the j>eriuanent 
inn>rovenients upon land or in making the money-value of the grain ig 
.stores available to ryots long before it is sold. It is only trying to inal^ 
its long-tei'in credit as costly jus that offered by rich ryots by offming to 
grant it on the usual terms. The mortgage debentures, when develoj)ei|k 
on Ji large scale, may make the assets as representtnl by lands owned by 
ryots, liquid money which may be brouglit into circulation without the 
land changing hands actually as (piickly as at present. So also should 
ho developed ‘ Grain li nance ■ paper which can come into circulation long 
before the grain itself is completely placed in the market. In the same 
way, the capital and permanent improvements effected by ryots should 
be converted in terms of money and such money or what it stands for 
should come into circulation long before such improvements begin to bear 
practical fruits. 

llemedies. — First of all, the causes resulting in the higher rate of 
interest must he eliminated us far as passible, before the irioney-lendorH 
themselves are prevented by legislation from charging more than n parti*: 
cular rate of interest. The ryots, who are at present unwilling to morff 
gage their lands us security lor the money Iwrrowed will have to ho in- 
duced to liecome members of the co-operative credit societies with unlimited 
liability. Special favour .should he shown to people, who are willing to 

mortgage their lands as far as stump duty is concerned to induce more 

and inorq people to offer their land as security against the credit taken. 
The public conscience should be aroused so us to make it assert itself 

against the mischievous x>©ople who skilfully go bankrupt. Those steps 
may be accepted as only a temporary necessity, until the credit system 
of the country is modernised. 

There must be at least one co-operative credit society in every village, 
how^ever small and backw’^ard the village may be, and total lending capacity 
of such a soedety shall be adequate so a.s to enable it to finantj© all the ordi- 
nary day-to-da3‘ needs of the ryots. It wdil then he possible to bring 
down the general rate of interest charged by the different classc'.s ol 
monej^-lenders as there will be an abundant supply of capital, flecking 
invisstment. The onJj^ ob|ectioii that can be raised against this proposi- 
tion is that there are not competent people in luoat of cur 

villages to manage such societies efficiently. But if paid secretaneH 
who are well-trained and w’ho are in the Madras Co-operative service are 
appointed to administer the affairs of such societies on the advice aM 
with the assistance of local pa ncfaaj’atdars, it is quite possible to 
every village with a cx>-operanve credit society. As for the question imetner 
there will be enough capital to finance all such societies, one need only 
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my that all the hurpLus mouc^ of the District Co-open^tm Urban. Banks 
aud the Central Co-operative Bank and the increasing rapidity nriih whidi 
the deposits aOfe ooming into co-operative hanks will l>e of grc^t use, provided 
the Stat# aftCt the Htute Bank arc also anxious to assist the co-oj^rative « 
credit b^nks. 

.Thirdly, a legal provision will liave to be made in order th# ^ 

maximum rate of interest and to penalise every mone 5 ^-leiider has 

tried successfully or unsuccessfully to collect a greater rate of iiigeirest 
etther directly or indirectly. Even attemi)ts to avoid the provi0oQ|^^aoi^ 
such Jaw, if proved properly, shall !>e made punishable. jiT 

Fourthly, the Na/nidu method ol giving credit iiiu.st be penalised and 
the forward contracts must he made to c^onform to certain general condi- 
tions which are provcnl to he beneficial to lK)th the j>arties. 

Fifthly, co-operative granaries must be built jn every imimrtant village aiuf 
where they cannot he organ izcnl, the local authorities, siuh as. tlie village 
parichuyats or taluk board.s shall build big granaries, in which the agri- 
ewltural prrxiuce of ryots is stored in return ior an economic or uneconoiuic 
fee. If this is done, it will l>e possible for the ordinary* money-lenders, 
co-operati%^e credit societies, joint-stock hunks and the Imperial Bank of 

iPdia to advance money against at lea.st 75 per cent of the estimated 
value of the grain stored, thereby bringing into circulation about six 
iponths in advance a large quantity ol money to ease the money market 
find also to enable ryots to maintain themselves, while the crops are on 
tho fields ami while the previous year’s produce is in the granaries. Then 
it will he jmssihle lor ryots to avoid borrowing money on. yantulu, and 
also to reap the advantages of a rise in the price of gram. But without 
*uch granaries, it will not l)e imssible to expect tlie lianks to advance vorV 
wiuch more criniit than at present against the grain in stores. 

Sixthly, the hanks, l>otli indigenous and joint-.stoek must lie prepared 

to finance the ryots on the security of tlie standing eroj>s. Even if 50 pe” 
cent of the estimated crop is converted into agricultural li nance, the 
ryots can lie enabled to pay for the casual labour engaged, in addition 
to nmintainiiig their cattle. Unless .such an attemj)t is made, on the 

lines of tlie America Banking l^olicy, it will not be possible for most 

of tho jyots to av^oid unfavourable forward (‘ontracts and Ndtnulu nor 
would it he easy for them to carry out tho necessary improvements and 
c-hanges as soon as is nec^essary. 

Tiastly, the permanent improvements effected upon land shall capi- 
talised and their value lulded to that of the land. 1'he banks of all kinds 
must ho willing to advance credit on the security of sindi improved land, 
so that at least 50 per eent of the capital sunk in improvements can ho 
brought hack into circulation long liefore it is actually recovered through 
more productive crops. At least tlie co-operative hanks shall make it 
their duty to convert tho capitalised value of such improvementvS into 
the form of dehenture.s wliicli can pass from hand to hand thereby increas- 
ing the quantity of credit available in the county. 

2. Mnrkvtinfj of agrirvlfiiral proihur. — A detaile<l act'ount of the method 
of marketing cotton, tobacco, groundnut aud choluin in Salem and Guntu»' 
districts is given in my rejiorts upon the Village Economic Survey. 

Quito an appreciable quantity of the agricultural produce of many of 
the villages in Salem district is directly marketed by the men and women 
of tho agricultural classes in the large number of well -organized and well- 
frequonted ahandis. An equal amount of grain, etc., is also brought with 
or without forward contracts by the Telugii Komatis and other dealers 
and the rest of such i)roducts to the itinerant dealers who go in search of 
agricultural i^roduce. 

In doimhatoi-e district also inucli the same metliod of clisi>osing of the 
agricultural produce obtains, the only difference l>eing that much larger 
quantities of such produce is market^ owing to the greater fertility oi 
the soil, the richer crops raised and the financially stronger class of ryots. 

In Guntur district, except in the case of paddy all the important crops 
arc financed with the aid of credit obtained with or without forwani contracts 
from the Vaisyas and other merchants who deal in such produce. There are 
as many village dealei*s as there are merchants and the former have come 
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play m a part as the latter. Itii iitat, the former hear much 

mvater ftaaticial risks than the latter, who ar©f to u very great extent* 
dependent for thoir supplies of ugrteulturul pro<lucx* upon the Ipnner. Moat 
■ of thf»6e village dealoi-s are themselves rich ryots who wisli to find einploj’- 
inent for their inonoy. It is therefore n<»t surprising to find even as much 
as 75 piM:*^‘nt of the murketahle priHluce heiiig stored in a village in antioi* 
^atioh <4 the rising priws although most of the small holders are ohligOil 
• to of their prmluct* not very long alter harvesting the crops. 

t"o Gutlavaiis and Kistiiu* the village dealers tio not play 
“h part as their hrethei n in Guntur <li>trict. This may he cHio to 

the fact that the grams raised in those districts are not so much subjeci 

to the tluctuatioiis m prices as the coininorcial crops chietly raistni in Uie 
uplancK ot Guntur distrni The iiumher ol people nho are able to stoix' 
grain in anticipation ot rising jirnes is \ er\ much smaller per l.tXK) jKXjple 
in tlu‘ tno Godavai Is than in Kistna ami (Htntiir and the possibilitie> 

lor there htnng a cliance ot making piotits l»y thus storing grain is al#o 
at present vei\ much less in tlie case ot |>add> ami giugelly than m that (A 
tohacco, c'hillit"', groundnut, cii'^tor. liorM'grani and snuhemp. 

Mrnlutni.s . — As lor thi' peo[>h‘ wUo are interestt*d in exporting tlie 
ugrieulturai prixluee ot these distruts to oilier (iluees, we have to di.st iiiguisli 
hetween those wlio are i»rmianl\ interosteil in internal trade (witliiii the 
provinee or India) and tliose who earr\ on mainly tort'igu Inisiness. As tar 
Us the piodme of Salem distnet is lonemned. \er\ littU» is exported to « 

other eonntries as it is naistiN demamied and pnreliased l>y Indian them- 
si‘lves m dilft'MMit parts ol this Pn'sidone\ . 'I’lie inerehants, most ot whom 
are \ ais>as and Di'vangas, ol Salem, llosur and 'i n u( hengodu piindtuse 

the local prodme the natnie ol w liieh is indnati'd hy tin' tuhh' supplied in 

my leports on (lie “ N’lllage Keoiiomie Snrve> " already iet(*rred to and 
export it to ddfereiit paits ol the Piesidency , sonn'tinu^s with the aid or 
the ineduitum ot the Madias inerehants and sometimes on tlnur own nutiativo 
and rcsponsihility. ICvi'ii the nieri'hunts who lune groundnut to expoi 1 
send it to the Madras inert hunts and ha\e no\(*r tliought ol exporliru' 
it to other eonntnos. ('ottou and gioundnul are the two iin[>ortant croj>s 
of C'oinibatore tlistnet which aie chiefly t‘\^>orttHl to other eonntries hut 
this export husiness is niainlv in tln^ hands ol the log hrms. such as, Binny 

A: Co., Hally Hros.. N'olkail, Stane A' <'o.. and the thrrt* spinning mills 

In tile loni nortlK'i n (list nets eompai at i\ el> vei \ little is jn-odm'ed lor 
export jnirposes. Tobacco, ehillie.s. groundnut, gingidly and cotton an 
the only crops winch are e\i>orU‘d in un\ uppreeiahle (puintities to other 
countries and Gunlui district sec'ins to play a gi*oater part in tln^ 
of those products than all the other thn'o (list nets |>nt tog<‘ther and theroion' 
it will suffice, lor our purpose, il we t'oufim' our attention to Guntur district. 
The manner in wliieh tobacco export husiness is organized is lully descrihiHl 
in my paper upon “The Development ot 'I’ohaeeo Trade, ” and extratf 
from which is given )>elow’ : — 

There are :^14,fH)() acres ot land undei tohacco and tons ot 

tobacco was jiroduced in 1922-23 in the Madras l•rosldeuc.v. The Giintui 
district has the greatest area and the higgi'st production of tohacco, ont- 
third of the total amount of tohac(*o grown in the l^residency conies from 
this district. An attempt is made in this pap<‘r to show^ tli<^ roeout deve- 
lopments in the organization of tlu' tobacco trade ot this district. I propose' 
to desc-ribe Die conditions m the tol>a<co manul aetunng factories ot Dindigul, 
Bangalore, Ghirala and Madras in another paper. 

The Imperial Tohacco Go., did much pioneeiing work in inf nxlucing 
the culture of a few' Ameritan varieties of tobacco into the Guntur diV- 
trict. It has a curing factory and a cigaratU? manufacturing factory at 
Chirala in this district. It has practical monopoly of the toliaceo market 
of the district and ha.s conseciuently exploited the ryots to a great extent 
during the last fifteen years. But Messi’s. Naidu, who used to bo the 
Commission Agent of an English firm, managed to buy up that firm about 
ten years ago, and ever .since have been competing more or less suceestt- 
fully with the Imperial Tohacco Co. Some eight years ago Mr. Sh. Pillai 
came from the Tmnevelly district and organized a firm ah an agency of 
mne Calcutta manufactures. 
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Tli% demand for Oii^^r ccnneb chiefly from where th^e 

aro many cigarette ana aigar inanufscturing works ; Maq||j|a, adhere native 
cigarettea cidled keedis are produced, and Bengalee and Dindigui where 
there is a larga manufacture of cigars and cigarettes. Quite u fair amount 
is also exported to England and Germany. 

There are three exporting firiim in addition to tJie Imperial Tot>i^x» Cojjtf- 
pany and Messrs. Naidu and Piilai. One of them is specially inier^tad 
ig exporting tohawo to Japan on a commission basis. Messrs. Nai^u J^ai^ 
an h|dian agent in London specially to effect the sales there. » 

There is a badly organised market in Guntur and all but the Imperial 
Tobacxro Company, go there to buy tobacco Avhenever they are hard pressed for 
Aupfdies. The normal pra<tici^ is to buy the tobacco in the villages. The 
irurHU*ial Toljucco Company bus four gwiowns at Guntur, Chirala, Paruchuru 
and Chilakalurupetta and bu^^s from the abundant supplies of tobac*ts> 
that are brought there by the ryots. The average price jiaid by the 
^ptflpany to the ly^ots is very .seldom lower than the local market rate, in 
tact the prices paid t».v other dealers in tobacco are always based on thosi* 
of this company. 

As long as there were only the Imperial Tobacco t‘oinpany. Messrs. Naidu 
«nd Pillui in the tobacco export market speculation was kept within 
r Ijounds, pric(»s remained low, and the profits of the ryots kci>t small but 
W steady. Hut the merchants of Guntur have tried their best to discover 
the ways of <*xporting tobacco, in consequence coin|>etition has been intensi- 
Hed and sjieculution more rife, and prices and profits greatly fluctuat<\ 
Until eight years ago, they were .sending tobacco to places in India only. 
They were unable to export it to other countries for the following reasons: — 
(1) They were ignorant of the pines paid in the fort'ign <*oun tries for 
different varieties of tobacco, (2) they did not know how to j)r(*pare toliacrco 
so that it could lu^ acssqituble in ilie London and other foreign niarkets, 
(J> tliey did not liave any experitmee in pressing and baling iii such a 
way so as to keep shipping freights low, (4) they were extremely nervous 
to leave so much money in the hands of foreign agents, (5) they could not 
find out who and wliere the tobacco merchants and brokers were in the 
other countries. Most of them were not educated in English and even 
those who knew English did not know that there were such things as 
Trade Directories, Trade and Industrial Journals and the J' iiiancial News- 
papers. There was no local Chaml>er of Commerce and the Goveninient 
did not publish any reports in i>oj>uIar form as to the state of foreign 
markets for Indian goods. The merchants who knew a little about foreign 
inarket.s kc^pt their knowledge jealously secret and (6) none of them were 
conversant with foreign exchanges. It is generally true to say that the 
merchants of most of the trading centres of this Presidency arc in a similar 
state of deplorable ignorance. 

But it is obvious that the larger the number of experienced JnercIiaiikH 
in the export business and greater the number of trading centres, the 
greater is the poasibility for the prodmers to obtain better prices for their 
produce, for the workei's to secure higher wages and for the country to 
l>ecx>me more prosperous. 

Fortunately the num)>ers of merebunts with .such knowledge and 
experienc'e has gixnvn and ino.st of them are now' capable of and willing 
to export tobacco to England or Germany as soon as the margin l>etween 
the home and foreign prices justifies such a venture. This development has 
naturally tended to raise the local prices for tobaw?o and the merchants 
of Caknitta and Madras who used to get Guntur tobacc ‘0 at very low prices 
in the early part of the War are now unable to reap huge profits. But 
they still find it profitable to pay high jirices for this tobacco rather than 
import American tobacco. This is one of the i*easons why the price of 
a candy of semi-bright tobacx'o rose from Rs. 60 to Rs. 80 in the fast ten 
years. 

Side by side witli tliis increase in the mimlx*r of merchants and com- 
petition for tobacco, there has arisen the tendency for the bigger ryots 
of most of the tobacco growing villages to enter the trade direct tbam- 
sdves. They have begun, from 1916, to buy up large quantities of tobacco, 





Hi the time of ^4 horveht at very prices . ^H' other Ifhialler 

ryots and to it ^ in anitieipaihm of a in pric*e. Ah the eom- 

petiti^ Wtween the ^rohantn han increased the ^ cnlthraU>rK of tobacco 
haT6 'Almost Riven •up their former pi*ac*tiie of gohiR in search of pro»- 
poptive buyers. It is now the inorchants or their aRents who have to go 
iti search gf the prodiu'ci-s. These village dealeiN are thus able to dictate 
their own terms and tlie costs of transpoi't and the c'osts of risks due to 
rtfSn and ivinds are throam more or less sucH^essfiiUy upon the shoiildo^s 
of the merchants. They also do not sell nil their store of at one 

price and at one time but at different prices and on different ocjcalnons* 
Tbey do not <*ompete aith one another and they are often successful fit 
obliging the merchants to buy their tobacc‘o at the prk*e paid to one of 
them. 

The ryots who wore in the habit of selling their tobacco at harvest 
time lor very low prices in order to pay land r*»venue so improved thttii* 
economic position in a f<‘w years during the \Vur that they have heoi^ 
very unwilling for the last five' years to sc4l their produce at harvevst “lime. 
The dealers who are thus obliged to pay higli pri<H*s to tlu^ ryots, are 
gradually taking to commission work in tohacc^o. When any Guntur 
merchant comes to hu> tohaccsi, these dealers help them in buying tohac‘Oo 
and charge about Rs. 5 ])er candy or about 12 per cent commission. Bufe 
they always try to gcH (In* Im*s( price* for the* ryots as they tlicunselvos have 
large stores of tobacco to s<*ll. Tin* im»rchants charge 2 per cent (*ommis- 
sion to all those in whom they supply with tin* Guntur to!)acf‘o. Thus 
about lo per c<*nt of tin* true value of (<»ha<‘(*o is appropriatcnl by the 
iiiiddh*nu*n. It iniglit la* noted here that a grc*at deal of spc*cnlative buy- 
ing and selling in tobacco has sc't in of late* y(*ars causing great fluctuation 
in prices which l*^ detrimental to the stench dc*\c*lopment of ti>hnr(’o growing. 

As for tin* tact that the merchants find that to export tohac‘(*o to 
Europe is not so [)rofitahle as it used to he t(‘n or evem six years ago. 
wo must observe that it is tin* (h*iective organization which is the c*aiise 
of most of the pi<*sent trouble's. It i.s true that tin* rising value* of the 
rupee in relation tt) pound sterling makes it iinprcditahlc* for the (hintur 
merchants to export to England. But Imperial prerorence ought to he 
able to successfullv eomitoract this dc»f(*ct. The causes for the prc*sent 
|K)sition are as lollons: -*-(1) Thc*s(» )n<*rc’hants of (iuntur do not know how 
to grade tobacco a?id arc unable to prepare an exact sani]de of tln»ir con- 
signment. It is because dealers in London and elsewhere had hitter 
experience in cpioting ])rices upon the basis of the sample's sent by thc'se 
Indian merchants, that the Guntur merchants are obliged to export tlndr 
consignments first and th<*n to consider wdiether the price's offered are satis- 
factory or not. In fact they have no c*hoic*e other than selling it at any 
available*, price, (2) Tin* Guntur merchants have not realizc'd that it pays 
l>etter to send unadulterated tohacro and earn a iiaino for honesty and 
sound business tlian to give occasion to foreigners to distrust them. They 
may niako a profit oiicx* or twice by playing upon the credulity of foreigners 
hut they cannot hope to build up permanent and profitable business on 
sueh fraudulent basis. (3) Most of these inercliants have no representative's 
of their own in England or on tlie continent and so they have to abides 
by the tricks played by the foreign agents. These agents a note a loa' 
price from Ia)udon and if the Guntur merchants accept it they sell the 
tobacco at a higher prif*e and pocket the difference, hut if the actual 
price realized 'when the consignment arriv(*s at London falls below the 
quoted price, the loss is transferred to the account of the consignee. (4) 
Most of the.se merchants have not enough capital to carry on continuous 
export business with London. It often takes three* months after the sale 
l»efore money is paid by the London merchants and so five months usually 
elapse before the Guntur merchant is able to realize his money. In order 
that he should send a consignment of 50 bales of 250 lb. each one in every 
fortnight, he must have a capital of about Rs. 50,000. If he manages to 
get paid in I^ndon wuth one month’s credit, he can manage to turn this 
sum three times in the business and realize at least Rs. 20,000 or 40 per 
cent profit. But as it is so often happens, many merchants are unable 
evert to realize the 12 per cent interest which they must pay to their 
creditors. (5) They do not know how to hedge tliemselvos against the 
fluctuations in the exchangee. 



The myster^^ surroittiiliing <lle banner and the mettio^ >of carrying an 
export buHtties^ has long ago lK;cn dispelled, though iiiauffici^tly and 
even ordinal^' but rich ryots arc venturing into this business with plenty 
of confidence. ^ 

If at all the export business has any chances of passing into the hands 
of Indian merchants and r>’ots to any important extent in ^ese seven 
districts, it is {Miasible only in Guntur. In all the other districts the 
Indian enterprise has not yet begun to interest itself in the export trad<f. 
Bdt even in Guntur, there are many difficulties in the way to l>e encoun- 
tered^ and surmounted before success can be achieved. They are all port- 
t^ed in my jepoits already refeirtxl to. But 1 must take this oppor- 

tunity to lay stress upon two very important ob^tac'les. One is that mc^t 
of the riierchaiits are not iti a position to command enough capital in 
lunie and at reusoiuible jate.H of interest and theivfore the scale upon 

which they can curry on hiisitmss is very lirnittKl and the price they have 

to pay for capital is prohibitive. The other difficulty is the rigidity of 

the system of grunting credit, obtaining with the_ Imperial Bank of India, 
Big, well-established and well-known ftnns find it very easy to obtain large 
amount of crfMjit on almost flimsy and insufficient security while newly 

estahlisIuHl but suhstaniiai and trustworthy Indian firms and business incit 
are not able to gi't at least one-tenth as in neb credit as they can safely 
Ik? advanced. This distinction, which may be perfectly justified from the 

point of view of the hank, cansc.s a hiss to the Indian merchants both 

w*ay»- By siif)))lying cheap credit to more eornpeUmt and bigger firms the 
hank enables tli<*m compete with the Indian firms more easily and by 
furling to advance sufficient caiiital to tlu‘ indigenous niorehant.s, it dis- 
nldes them, though unintentionally, from coinpcding with big firms. 

As for the ini(‘rnui trade, the merchants of Salem, Coimbatore, Guntur, 
Bezwuda, Bajahinuncli v and Ellore undertake to finance almost all the 
produce in whose moviMnents they are interested. They obtain hut eom- 
pnratively little lielp from the rmperial Bank of India and most of the 
capital they use in their business is either of their owm or borrowed from 
the Murwaris, In fact the Marwaris have a greater hold upon those 
MUineroiis merchants than any other agent for the supply of capital. They 
are obliged to pay only 12 per cent intemst if credit is obtain^ from any 
one among them hut they liav^e to pay anything from 18 per cent to the 
Marw’aris for 15 days, one month, tlirc^ montlis or six months credit 
grunted to them. But just because the Marwaris are intei*ested to make 
as much profit as possible in this inoney-l<,mding husine.ss they take advan- 
tage of any siringeney in the local money jnarkets and collect such a high 
rate of interest as 50 jiei- <ent per annum for advancing credit for a 
period of even a week. Tlius the dealers of towns, interested in the mar- 
keting of agricultural produce are starved as it were, for the lack of 
capital. It must also he confessed that not infrequently does a i*ie.h Mar- 
wari find sufficient aeeoinmodatigu for his needs for ertnlit with the Imperial 
Bank at all time.s of monetary stringency and he in bis turn lends out such 
money at 40 to 50 per cent, thereby reaping n heavy profit. 

These high rates of interest paid thus at every turn by the village 
dealers, and merchants operating in the principal grain markets of these 
districts have a direct hearing upon the prices obtained by ryots for their 
agricultural products. The ISIarwari must maintain himself and his family 
on a very high standard of living in addition to making a decent profit for 
himself after paying the interest of 6 to 9 per cent upon the money he borrows 
and after ))roviding for the losses incidental to his business of money- 
lending. The merchants and the dealers in tlieir turn should be ben^fit<^ 
eorreapondlngly. AH this money will have to he extracted only from either 
the buyers or the sellers. The exact aujount of burden lK)rne by either 
of depends upon the elasticity of demand for and supply of the 

produce marketed. A>s far as the commercial products are concerned, the 
burden is borne mostly by the sellei-s and even in the case of the food 
products the sellers have to l>ear at least half the burden. Therefore it 
will be helping the ryots and also the buyers very much if the supply 
of capital is so far increased as to bring down the rate of interest to 12 
per cent only under any ciixmmstances. It will also eventually result in 
increasing the demand for Indian agricultural products in the intemational 
market. 
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Pooh.’^There hcems to groat posiiihiliitoe in tke near future, ** of 
fontiing pools and of cooperative effort generally in marketing produce/' 
0r«>undnut, gingelly and castor are the best examples of crops in the 

marketing ot which Eyots* cooperative marketing and utiH^tion 

societies ** can easily' play an important part if only the ne<'e«sary willing- 
ness on the part of the ryots and the leadership from among the ro- 

operatoTB are prestuit. The question of grading is very unimportant and 
the capital needed to purohaso the necessnr>» machinery for Hhelling 
groundnuts and lor extracting oil out of groundnut and gingelly is not in 
any way lioyond the means of mir co-operative movement, (lingellv oil has 
an aH.surod market in our own country and that for groundnut oil is fnst 
improving. Those two forms of oil can easily la? preservcnl labile their 
by-product, oil-<ake has alaay.s an assiii*e<l and growing market in our 

country. Similarlv castor-oil and castor-cake have an abundant market 
in India alone. 'fhe prodiu’ers ne<^ only concern them.selves 
quantity of the seed they deliver to the co-operative societv which will 
make itself responsible for the vai*>'iiig oil content of the seed of dincrent 
localities. If it is [)i*acticablo to introduce fairly reasonahlo distinctions 
in the prices paid for the prmluro of different parts. the necessary 
modifications can be made. 


The ryots can conveniently he paid, about 7/> per cent of the estimated 
value of the produce delivered, the balance being hebl up until all the 
transactions are com|)l<*ted in that year. 

After all the l>y-producls and the oil are sold, the financial gtiMis or 
losses can Im> shared by all the members ac<‘ordiug to the (plant ity of the 
product delivered. 

Paddy, cliolam, liorscgraiu and maize are very important products 
which are also amenable to co-operative mnrk<‘ting and utilization, lint, 
although these products are non-peri.shablc and ('.an therefore be stored foi* 
at least two years, there is considerable difficulty in grading the ditferent 
kinds of each ol tliese products, noce.ssitating much specialized and (nie- 
ful handling. It may not be therefore so easy in the near future for (‘O- 
operative societies to undertake the marketii\g and utilization of these 
products. Ilut considering the fact that at present not much caroful 
grading is (effected in their marketing, it may not be after all unprolit.ilde 
and inadvisable for co-operative effort to interest itsedf in these prodiK'ts 
also. 


There are anyhow insupeniblo diffi(ulties in ^Jiis country at the present 
stage of development of its eo-operative movement, in the way of co- 
operative effort trying to make itself useful in the marketing and utilization 
of such perishable products as eggs, fruit and flowers. 

But the most important and piimary requisites for the RatiHfn(toiy 
progress of (*o-operativc movement in thi.s dirc(‘tion ai'o lacking. I be rycits 
themselves have not been sufficiently educated to realize what pos.sibiliiieH 
there are for good in this diivction of co-operative marketing of agricMil- 
tural prcMluce. Secondly there has not been made any sucei'ssful experi- 
ment in this direction on an important scale anywhere in our country 
and therefore the necessary exjierience is lacking. Thirdly unless tin* c()- 
operativo movement is preiiared to risk a portion ot its resep’cs in this 
venture it will ho too risky to expect ryots to undertake the initial risks. 
Lastly the (‘O-operative movement lack.s lamentably the supply of people 

with business experience. 

3 Caintpn offeriino fhr riar or fnU of prirrn of — noUiI<*;l infor- 

mation will be found in the resiiItH of Koimoiiiie Survoys snbn.itl<.d m 
appendices, as roKurds the prices of land of different kinds. I 
l\ye n list of faetTn-s which cause the prn.<.s of land to rise or t" ^ 
the case may lie. The value ol land depends upon the following 
cosiderations : — 

(!) Proximity of the land to the village, to the lands own<-d hy the 

prospwtivCebuyer^vj^ntages possessed hy the land or ^ruin^ ‘The * 1 , 011 ’” tlie’ 
tzn/>h aa the lietter supplv of water for the land, fertility ot the sou, 
RuitaWitv of the land or the culture of valuabfe garden crops, the powi- 

bilitv of tapping useful subsoil water, . , . _ 

(3) the nature of the garden raised on the land, the Riga M VW 

found In it, j a 

(4) the buildings constructed on the land, 
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(5) the noMibiliiy of improving the fertility of the »oU l>y proper 
manuring ano improvements, 

Advene f acton. 

(6) i^e oimers being absentees, the land may be in a very Imd 
condition. 

(7) the land may l>e situated by the site of drain, a Paroiya hamlet, 
a donka, on which cattle graae, 

(8) the soil may be poor, nx-ky, or sandy, 

Non<igricultural hut economic consul erat ions, 

(9) the natui^ of fragnientization of holdings and their elfeirts, 

(10) the siao of average holding and the ner-t^sity for increasing the 
extent of land possessed by an average land -holder, 

(11) the increasing or decreasing supply of money 8tx?king investment 
in land from non-agricultural people, 

(12) the nature of the desire of people for possessing land, 

Quo si Economic Motives, 

(13) the factious spirit among ryots forcing them to push i»p the 
prices, 

(14) the nature of the competitive and acciuisitivo motives cf the 
rural massefi, 

(16) the additional distinction associated with the possession of land, 

(16) speculative element forcing people to deal in land values, 

fl7) the non-attrnctiive character of other avcnTies for investment 
and the risky nature of money-lending, and 

(18) the permanent luiture of land as against the iemporoi'y and 
iihort life, as it is supposed to bo, of other means of ]>roperty. 


1 mJehtedne.ss. 

5. No estimate has so far been made of the ind(‘htedness of the ryofs in 
the whole of this Presidency. I have given a brief account of the results of 
the enquiries made by different investigators in several parts of this pre- 
sidency in the Second Volume of ** Economic organization of Indian 
villages pages 70, 71 and 72. T give below the results of estimates made 
by me for throe villages in Guntur district : — 

Name of the village. Population, Debt per head. 

ES. A. F. 


Nidubroln .. •• .. b,000 80 0 0 

Kokumanu 3,U0 47 12 0 

ITppalapadu and Takkalhipalu .. .. 4,600 82 9 9 


There have been made only throe very important large-scale enquiries 
into the nature and extent of indebtedness of ryots : one on behalf of the 
Madras Provincial Co-operative Union, another by Mr. Holdswortb, T.C.8., 
and his assistants in the siiecial settlement party and tlie third by the 
Economic Enqfuiry Committee of the Madras Legislative Council, appointed 
to enquire into the economic conditions of the ryots in the districts of Kistna 
and the two Godavaris. Tlu^ survey made by Provincial Co-operative 
Union confines itself with the property statements of some of the co-operative 
credit societies in Chittoor district and is therefore limited in its sc;a1e. The 
enquiry conducted by Mr. Holdsworth, I.C.S., is of very great value and 
has much scientific interest, in that complete statistic's were gathered, 
though for a few villages for mortgages registered in the periods of 190() 
to* 1904 A.D., and 1920 to 1924 A.D., and statistics of indebtedness were 
obtained for^ some ryots of over 70 villages. But the survey of indebtedness 
that is in progress under the direction of the Economic Enquiry Committee 
18 not only much more intensive in its method but also extensive in its scone. 
Nearly^ lOp villages are selected for detailed investigation to obtain complete 
statistil!s regarding the indehteciness of ryots. It may lie possible to make 
snceessfnl attempts to estimate the per ranifa indebt^ness of the ryots of 
Enamadala and Pedakancheda in Guntur district and the results are embo^ 
died In the appendices. 


Methods of enquiry. 

Methods differ according to the men who conduct the surveys and the men 

Mr M. 1^ has carried wi l»i» 

ipteuswe survey of the Punjabee s debt. 
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Wr. Jack, I.C.S. comlucUwl a survey /at<> the ecoiiuiuio 

oOUditioiis ot a Bengal district \\ith the aid ot some English ediieaUxl >ouiig 
men. JL>r. Gilbert blatcr got his studies made by some of the students oi 
tlie Madras Gnivei-sity and l>r. M. Maun has iriotl to study the rural 
eouditioiiH with tlie help ot two able indian assistants. Messrs. 8. K, Ayyau- 
gar ot Hyderabad has also carried out surveys on a similar method. 
Mr. D. >iarayuua Kuo, the special officer for cottage industries, has also 
had the assistance ol tahsildai's ui his surveys, lu ail these cases much 
i-eliaiice a as placeil by Ixitli Indian and English investigate ns upon the oral 
evidence was placed by individual ryots, tlieir friends and leaders, in addi- 
tion to the local officei-s. All these investigators knew that there was some 
risk in acwpting all that was roiHirted to them and that this method ol 
euquiiw, unreliiteii as it is to any publishotl and aiithoutic source of infor- 
mation, is liable to lead them into trouble. But tliey chose to depend upon 
their common sense and general knowlcHlge ol the rural comlitioiis in order to 
be able to distingiiisli hetneen rt liable and unreliable intorumtion. In 
iny own economic surveys, I have followed only a slightly different method, 
instead of depending upon any agents to get mo intonnation, 1 have iny- 
sc»lt tried to visit evoi,> house aiui to aiinisi every ryot whose affau*s were 
enquired into. I Jiave always taken cuie to see that there was a gathering oi 
iour or live lyots, so that the statements made by any ryot cun l>e testetl then 
and there, in addition to this the local leatleis were conMiltinl in order to 
enable mo to get an idea t)i the general economic conditions of the villages 
selected lor my suive>. Ol course the kiiowleilge ot the local vilJugo officers 
and the llevenue investigators and veteniiaiy inspectors was alwtiys availeti 
of ; what is more imiantant. the khata acciniiits kept hy a lew ryot^, the 
wages accounts kei>t by them and others and the family accounts main- 
tained h\ some ryots were examined in ovi*ry village in ordtn- to che<*k, with 
their aid, the general and particular information given to me by ryots 
and workers. 'Uie seven deltaic villagi‘s ol tlie lirsi survey (1924 — 1920), 
the three <ir.v villages of tlie socoml survey (1920-27), wore known to ino 
lor a number ol years ami I ha\e Ikh.ui ucqnuintiHl with the ryots of iheso 
villages lor a long time. The four villages in Salem ond Coimbatore dis- 
tricts (1928). the two villages on the Nilgins (1928), and the two villages in 
the upland part ot (iuntur district (1928). were selected l>y Government lor 
econoiiiie survey and I was deiiutecl to conduct that survey, 1 was able 
to stay in each of tluse villages for at least u week and 1 was everywhere 
as.sisted hy th(‘ village officers, the revenue inspectors arcl the h>cui leaders 
in obtaining the necessary information, 1 can therefore claim to have taken 
as much caro as an experienced investigator can bo expected to take, to 
©licit tlie proper, honest and accurate lulonuaiion and to study several 
aspects ol the villages and their problems. 

The results of the last tlirw surveys made on behalf of the Madras Govern- 
ment are submitted ;ts aiipondices to this statement, in view’ of the liu;t 
that most of the statements made herein find their support in the results 
of those reports. 

Estimate of indebtedness. 

If an estimate for indebtecluess of the ryots and other.s of this presidency 
is to be attempted, the following sources of in formation will have to be 
utilized : — 

(i) Mortgage deeds registered in the last five years. 

(it) Money cases brought to the notice of, and decided by, the courta 
(including the village panchayat courts), 

(Hi) Statistics submitted to the Income-tax department by the money* 
lenders. 

(iv) Property statements of tho <‘o-opGrntive credit societies. 

But information gleaned through these sources cannot be coiiipletc. Most 
of the ryots who are indebted do not mortgage their properties. Many coses 
of indebtedness are settled without over rea<*hing tho coui*ts at all. The money- 
lenders who submit information to the income-tax officers are interestcil in 
giving a false idea of their dealings. The property statements of the co* 
operative credit societies underestimate the indebtedness of the members of 
the societies while such members form but a part of the people of the villages 
in which the societies are found. Anyhow the indebtedness indicated by these 
property statements is a I'eliable basis with whose aid an estimate for the 
total indebtedness of tne i>eople of the villages concerned can 
attempted. The indebtedness of such members cannot be less than what 
|s indicated by the statements because no member has been found by aUy 
C(M>perator to be overestimating hi^ debts. 
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Purt>otei for tehirK debt tras mevrrcd. 

Petaits for 10 Chettii of Gudalur on tht Nligiris. 

Number Amount 

Purjiotte. o' borrowed. 

cai»e5. 


ms. 


iTatotly expenses «• .. •• •• ^ 

Cattle^ f 

Lands * 

MarrLige . . • • • ♦ * • o 

Detaih for Salem and (Jinifitr dintricts. 


46 

33d 

160 

250 





Vi lages. 



Purpose. 

Kila- 

tUHTigalain* 

Katuara- 

palayani. 

Peddakan- 

oherla. 

Knamudala. 

Berial 

number. 

Pa rcbaie of lands 

PER CENT. 

39*1 

PER CENT. 
330 

PER CENT. 
288 

PER CENT, 
21*4 

3 

improvements of 1 iniiw 



i ’9-05 

13 7 

4 

r 

Cattle . . 

. . 

. . 

20*4 

h 

Marriages 

'Temple expenditure .. 

3T5 

11*4 

sV'O 

6 

13*2 

.8-5 

o0*0 

7 

Other causes . . . . 

13*J 

25 1 

816 

1-6 

8 

Number of indebte 1 ,, 

42 

39 

153 

38 

2 

Number whose nooounts were 
gathered 

96 

F6 

2.3 

i 

66 

1 


The following wcmx* tlie causois for tho loss of |>r()i>crty bustuined l>y some 
of ilio Tevnrs t>f Sului- in (oinilmtoro distnct:- 
(/) Marriage* and laiiiily expc'iisos, 

(it) drinks gunza and loral hind (onlnut, 

(Hi) women, contract and women, 

(ir) drinking and women, 

(r) cultivation, 

(vi) family expenses and building temple, 

(vii) drink, women and extravagant living. 

(viii) family expenditure. 


The following li§t indicates the causes for the downfall of boine Brahman 
families in the same village: — 

(0 Inherited debts. 

(ii) Family expenses. 

(ill) Women .house, himily expenses. 
iiv) Family expenses. 

(r) Do. 

(r/) Son spent money on women, constructed a house. 

{vii) Inherited. 


These detaiLs give us an idea about the causes for which rural people 
borrow money. It can be seen that the rich Tevars and Brahmans of Sulur 
have w^recked their fortunes upon thirsty avenues of expenditure such as 
drink, gun»a< women extravagant living, while the r^ots of Salem 
and Guntur have had to Ikhtow money largelv to improve their lands, to 
increase ;their landed property, to balance tkeir family budgets and to 
ceiebratie the marriage ccreinonies.* One must not think that all the 
money borrowed for the maintonam*o of families is wasted away uxx>n 
extraragant living. For in almost all cases, tlie ryots liad to Ikutow these 
sums just because their agricultural incomes were not enough to enable them 
to balance their family budgets. The fact that so many devote so great 
a portion of their debts to marriages shows that except in a few cases where 
the e^enditure bordered on extravagance, the ryots were not able to save 
enough to provide for sudi exceptional and yet unavoidable expenditure 
and are therefore obliged to borrow for tho purpose 


^yida Appendiosa* 


liates ^ interest. 

Chottis of Gudalur are obliged to pay a rate of iiiiei'est which is 
never loss than 18 per cent per annum, except when they lK)ri\)w money 
from Government. The lyota of Kumarapalayam and Kelamangalam lu 
Salem district have to pay 10 to 18 i>er cent inteix>st on their debt^. But 
the depressed classes of Kumarai>alayam and its hamlets ai\^ obliged to 
pay 14 per i^ut to tJO per eent intei'ost, the most common raUn l>cnug SO iter 
cent. The Devanga aeavers of Kumarapalayam had to pay 12 per cent to 
60 per cent interest, the average rate being 20 per c'ent. Further details 
are to \te found in the appendices. It is interesting to compare these very 
high rates of interest to tlie rates jirevalent alwut 40 yeats ago in a village 
in Guntur district. Out of the 156 people who were lent money, only two 
had to pay 15 per cent, while many of the Kshatriyas luid to pay only U 
per cent, the most common ratc^ t>eing 12 per cent. (^Volume 11, page 
108.) This tevtainly supports my statement made c'arlier in this paper, 
that the general rate of intercvsi is higher than what it was 30 years ago 
because of the shortage of supiily of capital. 


Mcthinh of calcoluting the rate of interest. 

As far as the depressed classes of Salem and C'oimbatore districts are 
ceiuerned, a iiarticnlar amount of interest is chargc'tl for every rupee lent 
for a period of a Aveek or a month. Sometimes, one-fourth ol an aima is 
charged per rupee per day. On the Nilgiris, tlic llailagas are charged 12 
per cent to 18 per cent interest ui>ou the outstunding delits eontracted in 
the course of the year, from the time of the luuvest when the aiTounts 
should lie settled witli the Muhammadan money-lenders. On the Gudalur 
bide, tile money-lenders accept bonds from tlie Ciiettis to the effect that the 
latter should deliver so much grain per ru|)(‘e as interest. Sometimes 
jiaynionts are made in satisfaction of the priiui[)ul, over a number of years 
m terms of grain itself. Some money-lenders take [lossessiou of tlie land 
of the Chettis until tlie debts are cleared, after agreeing to deduct every 
year a i>articular sum as rent for the land. It is not difticult to find cusoa 
lu Kotagiri and Gudalur in which the land is alienated to the ci’editor, 
on the jjrivaie agreement tliat it shall remain in the enjoyment of the 
borrowers, who can regain the land only after clearing the debts. In Salem 
district the method of deducting the interest in anticipation of the coming 
year, before money is actually lent, is (put-4‘ pojnjlar not only in the east* 
of the ordinary V'ellala ryots but also within that of the merchants of 
Salem town when they are in need of money. Advances of money are given 
to Devanga and Fadmasale weavers and Adi-l)ravida and Sudra fann-servanls. 
free of interest in order to keep them ready to work for certain employers. 
Similarly many lyots are advanced fairly large sums of money at 12 per 
cent interest on the understanding that they shall soli their agricultural 
produce through their cieditors. Several ryots agree to sell then produce 
very much in advance of the harvest on forward contracts. The Marwaris 
manage not only to charge compound interest hut also to collect th^ interest 
ill advance of the period for which interest is to be paid. Moreover, they 
force their customers to issue promissory not(*s for the principal at a much 
higher rate than the original rate, if in case they fail to repay the sums 
by the stipulated date. 

Certainly many farmei^ are obliged to sell away their lands to clear off 
their debts. Many of them even liecome completely landless and begin to 
rent others’ lands. In Kakumanu alone (Guntur district) there are now 
200 landless Kamma.s most of whom once had lands. In most cases, lands 
pass into the hands of the creditors although in exceptional cases such as 
the Badagas and the Kapu.s and Edigas of Bandar taluk, it is found moro 
profitable to let the lands remain in the hands of the lK>ri*owers, whoso 
labour is found to be a more fruitful source of income to the moncv-!endej*s 
than their land. 


Tills ^ndency for lands to pass into the hands of the creditors has no 
^ubt a bad effect upon the incentive to work and to save of the Imntiwers* 
Tnw find that however much they may w'ork, their lands cannot be got 
ba^ and so they lose their hope in life. At the same time, most of them 
strive hard at least to maintain themselves as cultivators without having 
to work as coolies and therefore they do work much more hard, 
much less enthusiastically. Many of such unfortunate people who 
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lulit their lundb Wgiii to work more fiard and more onorgetically, becatlse 
they tiuddenly come to realize their prcjsent plignt^ whue iormeiiy they 
were content to draw' ujwii th€^ir asKc^tK represented by the lands possess^. 
On the whole it may l>e said that the fear that one may have to lose one's 
all acts as a greater check uiK>n one's incentive to work and save than 
one’s consciousness that he Ims lost all his lauds. But unfortunately the 
number of people who are the brink of hunkruptcy is very much greater 
than that of those who have lost theirs. 

Financing of hamlloom tceaving industry, 

Nowhere in the whole of these live distiicts can any of these meiehaiits 
find any accominodatioii with any hank whatever. h,very one of tiiem is 
obliged to keep five to ten thousand rupees locked up with their customers 
free of interest for a period of three to four montlis. 

Everyone of the centres we have discusse<l, needs more than ten lakhs 
of rupees and some of tlieni like Aiioiu aiui Mudhuvaram want *2i) — iff) lakhs 
of rupees to finance and if their business were to Ik' developed to its maxi- 
ininn capacity nearly six times as much ca]jitai is nc*e<lett and it is not 
necessary to prmluc-e any great proof to say that siicli money is not avail- 
able at present in any of these centres. I'herefore. we need a si>eeiai hank 
in the Ceded distri(*ts to finance the weaving husines-s. 'i'he bank would 
also he able to loalize very high dividends in view' of tlie fact that there 
is an exteiiflive credit bn, si ness done in this indiistiy and that very high 
rates of interest prevail at present which are only an outward demonstia- 
tion of an unsatisfying and unsatiahle demand Jc>i’ money. 

A similar liank is neoded for the Northern Circai's and at least one more 
for the Southern districts in order to finance this industry properly. 

H u hs id iary i n d ust r i es . 

0. 1 submit my jmiicr upon agricultural industries as an answer to the 
question No, 0. The pajier upon hand-spinning and the ))aj>er upon the 
“Effects of public expenditure upon production” are submitted as ajipen- 
dices* to support some of the Ntntements made in tins section upon 
ricultural Industries.” 

An average cultivator of the deltaic villages which iirodiice only ono 
jiaddy crop per annum finds employnient for only six mouths in the year 
on Ins or others’ lauds. lisuaKy sueh a <‘ultivatoi* has not enough lands 
to keep Jiiin engaged lor six months w ith the eonsequence that he is obliged 
to seek work on others’ iunds. As he is scarcely in a better position tliau 
an average Sudra wi>rker, as far to get employment is concerned, the 
following quotation mad© from my own book “ Economic Organization of 
Indian Villages, Col. 1” can be safely taken as applying to his conditions. 
“ We find from tlie fifteen family budgets of Pauenamas collected for this 
enquiry that a worker got eini>loyiuent on the average on 2311/5 days and 
was unoinployod for moie than 3^ months in the year. But the budgets 
of six annual servants are included in our enquiry and so actually the 
amount ef oiiiployment secured by a w'age-earner must be much less than 
8| months in the year. On the other hand, an average Sudra worker of 
the four families wdiose buvigets are collected, was employed on 2J2f days 
in the year. Wo can, therefore, safely conclude that an average w'orker in 
these deltaic villages is unenijiloyed for more than three months in the 
year/' 

A cultivator of villages which are chjefly dependent upon dry crops ift 
employed for more than ten months in the year, provided he has 20 acres 
of land. But an average cultivator fares little better than an average 
wage-earner and is “ unemployed for four months and is underemployed for 
two more months in the year.”t 

There is practically nothing to do for such average ryots or workers 
during the slack periods. But it must be admitted by every one who has 
watched those i*yots from close quarters tliat there is practically no desire 
among them for additional employment. It is a prohiem for a psychologist 
to find out the causes for this apathy. I am apt to think that the eona* 
oiousness that there is no possibility for finding additional employxneht, 
the absence of any efforts made by any body of people to create such employ- 
ment and the lack of any agitation to press homo the advantages of con- 
tinuous employment and the disadvantages of seasonal or other periods of 

*Not printed. 
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H^etiiployiuent ar© tUo cUieiL the* existence' of ihiiN apathy aiul Ui^ 

ignorance of ryotb as to W and dangers of unemployment. 

Subsidiary industries often fail to yield CHonomie wages to tiu'se workers. 
Tet people are glad to work in them as they realiao that small earnings, 
©Ten though they may not c'onstitute an Cts^nomie wage, is InHier than no 
earnings, during t>eru>ds of nneinplovinent or under employ nw'nl. The 
realiaation of this fundamental fact underlying the eetnu)nneH of snlvsidinvy 
industries is absolutely neeossarj’ l)eforo any progress in the dt'vtdopnu'nl of 
aneh industries can !)o made on a suflieientiy national scale. 

There are various means hy whieh Government can encourage th<' adop- 
tion of subsidiary industries. Fii'st of all, prupagaada work must he under- 
taken on a national scale preferably through the moiliuin of “Village 
Agricultural Pancliayats“ whi<h are proposed hit<*r on in this pa[ier to 
make the r>*ots and rural workers real ‘Be that it is neci\ssary ami iKOielieial 
to employ their spare time in working in some subsidiary industries. In 
this connexion tne experience of the Kha<hiar movement is invaluahlo. 
Khaddar enthusiasts found that though ryots, agricultural workers and 
their w’oinen realiBod the monetary advantages of hand-spinnnig, they were 
unwilling to take to that work hecause they w^coe unable to g<'t over their 
lethargic habits. It is iKKossarv to remove this unw’illingness to w^ork hy 
infusing into the masses a desire for additional comforts. 

So(‘ondly, people must he eonvinced that what they jirodius* will find a 
ready sale in the market. TIand-spinning wvut on imorily in the (Vded 
districts as long as there were Oongressinon ready to jiny tlio workers 
wages and to give them additional w’ork regiilarlv. Hot as soon as the 
spinners W’ore left to themselves to find a market for their yarn, the 
industry eollopsed lamentably. * Thirdly, the Government must develop 
a policy of giving some ‘relief* to the unemployed and also to th<' people 
who are unable to work. Though there are at ])resent mauv unemploy- 
ables, they can all he turned into active workers if some emourngoment is 
shown to them. The workers and r>mts who arc really anxious to work but 
are unable to find work w'ill also benefit them.solvos to a great e.xt<mf if 
sueh encouragement is given to them. Tu England, tlu‘ Stafe has insured 
the workers against unemplovment and has a scheme of giving r(‘lief when 
it eannot provide them wdth any work. It may he impossible for the 
Government in India to insure its people against unemployment under the 
existing state of general poverty but it is absolntidy necessary to do tw'O 
things ; first, to give snbsidit*s varying in aecoidanee willi the amount pio- 
duced in indu.stries which are organijsed by voluntary bodies such as the 
Khaddar Boards; second, to organize on its own initiative* co-operatives 
societies both to hnanco and to market the prexlucts of sueli inelustrie^s. 
In that case, Khaddar Boards and such e)th<*r institutions e>an undertake* 
to run certain subsidiary industries such ns liaud-spiuning, and haneldooru 
weaving. Village agricultural panebayats and other semi-public e)rgani- 
zatioms can encourage the devolopmcut of industries such as knitting, elurn- 
ing, tailoring, hu'e-making, on the lines of the* various Missionary indus- 
trial schools existing in tlie Madras Presidency. 

Hand-spinning which is dismissed without nnv consideration in the 
Government circles can bid fair to become a verv usediil anel ])iotitable bve- 
employment on a national scale as verv few other industries ran. There 
is a constant and large demand for the products of ibis industry in this 
country and it is suix* to rise as more and more people take* to wx'aring 
additional clothing. Workers, especially ■women, can find sufTioic'nt employ- 
ment in this subsidiary industry for many days in the year and tliev fan 
work in an environment most congenial for Indians. The idea of this 
industry is economically sound and I do not s<*e. as a »tud<*nt of Fkonomics. 
any objection ■to the State subsidising this indusrrv, if it is organi7.(‘d 
on a national scale by voluntary workers. 

It must be realized that different kinds of work must be found for differ- 
ent kinds of workers, i.©., men and women. Additional employment can 
be provided for unemployed men by developing schemes of laying out 
arterial roads, by constructing bridges over the innumerable streams and 
canalir "tliat w© find in the country, liy laying branch and feeder railways, 

“Import submitted by the author to the Oxford I^nit'orKity on the 
“ Bcononiio Organization of the Cotton mill industry of’ l^adr^i^s 
Presid^Hsy,’* 
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%y digging waier-wayfi so that water he derelw^, and by 

such other scheineti as may in course of the produotive power 

of the country. The primary responsibility of investigating into the poBsi- 
hi titles for aaditional emjptoyinent must rest upon the Local Boards and 
Village Agricultural Pancnayats and the various Federations and the State 
will be required to sulisidise their various schemes of work. 

It was found in the course of inv enquiries into the economic conditions 
of labour of Vioth deltaic and dry villages that workers could have got more 
employment and could hare thus lessened the amount of their unemploy- 
ment if they had had opportunities to move into one another-s regions in 
search of employment. I think this is a coiriinon feature in the economy 
of most of tile villages ^ this Presidency. The only way to minimise un- 
employtneni of workers of different regions of the country is to establish 
Employment Exchanges which will have to work in co-oiieration with 
Village Agricultural Panchaynts. These Exchanges will have to inform 
workers about the possihilties of additional eiiiployment at v'arious seasons 
and to arrange with the employei*s for paying the railway fares, etc., to 
the workei'S. 


We must organize co-operative societies to manufacture lace-goods, 
fapey materials, cane-rhairs, embroidered gowls, brushes, pen-knives, dolls 
and such other things by workers who labour in their owm homes. Baskets 
into which various designs are worked can also he jiroduced. In addition 
to all those, poultry farming, heo-koeping. fjaiit-growing daiiw-farrning 
and manufacturing sweets, cakes and preseiTod chutnies with starched 
rice, rice and wheat flour and other things can he <arried on by village 
women. 

Thore are, however, a number of obstacles in the way of expansion of 
the subsidiary industries, said to be suitable for men and women. (1) 
The incentive to work is not so strong among tlie rural masses of India 
as it is among English urban workers. They need, as an Englisbinan once 
put it, * A match to put in them * and all possible encouragement should 
{>e given to iiersuude them to realize the advantages of continuous work. 
(2) The absence of co-operative societies on a sufliciontly large scale to 
Organize the marketing side and tlie ignorance of the inuK.ses about the 
economic potentialities of such industries arc some of the most important 
causes lor their slow grow'th. (3) The rural masses are devoid of husiness 
skill and are ignorant of the methods of organizing new' industries. (4) 
Vaisyas who are the hereditary business-men of the Andhra country are 
lacking in itnaginnti(>n in seeing the possibilities for any new industry and 
in (K>nstructive skill in organizing such an industry. (5) Individual workers 
are unable to invest any money in these industries and are unaccustomed 
to the niethods of co-operatively working and marketing their goods, (6) 
There is an extraordinary dearth of institutions in the Hindu society for 
encouraging thrift, industry and economic progress. The incentive to earn 
something, to save as much as possible and to get an additional income ])cr 
month is as strong among Indian women as it van ho wished for hut then^ 
must he some organization such as a Women’s Institute to give a chance 
for such incentives to take practical effect. 


Government can do one of two things, to establish ‘‘industries connected 
With the preparation of agricultural produce for consumption,” i,r., by 
establishing poineei- factories or by guaranteeing a certain amount 
11 I upon the sums invasted in private companies which are eon^ 
trolled by the Government. “ In connexion w ith the development of indus- 
tries the policy of Government has l>een (1) to stait poineer factories with 
a view of ascertaining the commercial possibility of manufacturing articles 
not product in the Presidency (Madras) and (2) to grant Rtate aid under 
the pi^vKsuvns of the Madras Rtat<» .\id to Industries Act to private enter- 
prise for starting new industries. ” 

Though the Industrial Commission of 1016-18 supported the theorv of 
Government Pioneer h actorias the Madras Government has reoentlv^ deeJided 
to gi^ up such a policy hitherto followed. It says “It is now" 
clear Wiat ^the prwpects of the department’s (Industrial) efforts i 
the initiation of large industrial undertakings in this Presidency 
arge capi^i, the use of cximp Heated machinery and competiti 
KrTJh* requiring highly specialized knowledge arf 

present.” But it was found as a result of nr 
mto the economic organisation of the eottop mill industry^ of ^ 
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Preaidkn(^ that many mist^ea iMire committed by mhny of the maniginft 
a^nta of^eil^ton niiUs the lack of any organiaation to inform 

them about the proper in gtl tod s of organising and to guide them in run* 
ning such mills. In fact, it is necessary that the Department of Industries 
must concentrate much more attention ujmn the possible wayn of guiding 
the cotton mill indiistry than at present. Moreover my enquiries into the 
Kc'onomii's of the Hand-loom Weoving Industry*' show that the depart- 
ment must rome forward to help the industry mu<h more dii-ectly and on 
a vaster scale than at present. Hence though the pi*olercnce shown hv the 
Madra.s Government te agricultural industries is to l>e rfH^minondeil, its 
propose<l negl^t of the present and future industries, run on a large M'alc, 
cannot l>e said to lie in the best intt'rest of the country. This so-c^alUnl 
‘ iiiral bias * of the Madras Government which has nmnifej^ted itself at the 
eleventh hour — for the policy was change<1 only in October 1928 — is sure to 
militate against the best interests of the rural public for the following 
reasons : — 

(1) Government cannot do anytlliiig to establish ** industries connected 
with the preparation of agricultural produce for coi\suinpiion. such os 
od-pressing, sugar making, uiiliaation of wheat-straw for < nr-hoard 
IxHauso such enterprises cannot come under the purview of the department 
w^hose attention according to the proposed policy of the Madras Govern- 
ment ‘‘must bo directed mainly towards the organiaation and develop- 
monl of small industries preferably on eo-operative linos'*. 

(2) To take oil-pressing as an example, only Rs. 5/1,94,000 worth of 
oil was exported as against Rs. 7.56,98,000 woHh of oil-see<ls in 1922-2*i. 
It does not need much argument to jrealiao that much additional employ- 
ment can ho afforded to the rural masses if all the oil-seeds exported are 
utilized to manufacture oils and cakes in our own country with the most 
up-to-date machinery. Taking <‘otton seed again, the cake is much more 
valuable as cattle-food and the oil is much more readily marketable than 
seed. C’otton-oil is used in the manufacture of soaps, candles and lard 
and it is quite possihie to pr<Kluce all those in India with our cotton-oil, 
provided we liave the necessary industrial organiaation. But private 
enterprise in rural India is specially shy and is very conservative in its 
outlet. The Industrial Commi.ssiou recognized this fact and, therefore. 
recommendcKl that the Government .should come forward not only to give 
technical guidance hut also to guarantee a certain amount of dividend. 

I put the proposal of a cotton-oil pr^^sing mill before many big capitalists 
of different districts of the Andhra country but none of tluuii was cc/ur- 
ageou.s enough to venture into this highly profitable industry. Ilcncc it is 
unwi.se to deride that ** pioneer manufac ture will he mainly left to private' 
enterprise in the future. " 

It is, therefore, absolutely necessary that the Government should come 
forward with well workod-out schemes for the establishment of factories 
or mills to utilize the agricultural produce of the country, to turn out 
manufactured goods and tlius to provide additional employment for the 
rural masses. It should l>e prepared, nioreover, to guarantee a fixed rate 
of interest upon the capital invested in such enterjirises in addition to 
granting them loans at specially favourable terms under the Madras State- 
Aid to Industries Act. 

Certainly, much additional employment can be created for the rural 
masses if industrial c*oncerns are established in villages. The establishment 
of rice mills in the deltaic villages and ginning and pressing mills and 
groundnut shelling mills in the dry villages has undoubtcylly lienefited the 
rural masses. In Bulgarin co-operative societies are minimising fhe rural 
unemployment by running their various hills in villages. It was re|M>rted 
that rural unemployment was considerably decreased in that part of 
Norfolk where the sugar manufacturing factorv was established. My own 
enquiries into the economic organization of cotion-mill industry have 
revealed the fact that the agricultural workers and small ryots of villages 
around i Pandalapaka in Godavari district have been able to augment their 
family incomes by getting their hitherto dependent males and lemahM 
em||||il|d in the local cotton mills. So also the rural masses of the villages 
aroHHECoimbatore, Madura and Koilpatti, where many cotton mills are 
sitio BLl have berated themselves to a great extent. Therefore, ft must 
he TOB8pi|ty of the Government to extend all possible encouragement to 
iiiilimflBfets to start their mills in villages. There are several ways of 
jnducifHpiiom to establish their mills in village's but those cgn best bo 
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found out if the disabilities to which sunll milk are subiect are firll dia« 
covered. ♦ (1) Industrialists find it very dufccid^ to get their ^aliares sub- 
scribed to, if their mills are situated in Tiffaffes. To remove this dis- 
ability, Ghivemment will do welt to giiaratitee a certain low rate of interest 
upon the capital invested after satisfying itself as to the practicability and 
profitability of the concerns. <2) What are called external economies which 
play such an important part in the life of localised industries will be lost 
to some extent by mills situated in villages. To obviate this disability the 
Government must hold exhibitions at regular intervals in a year in a 
particular chanil>er in order to advertise the commodities produced hy the 
different mills or factories. The Department of Industries must supply 
the latest scientific and coniruercial information regarding different indus- 
tries to all the factories at nominal fees. (3) Factories established in dis- 
tant villages have to incur large exi>enditure upon transporting their good.s 
either to the internal mnikets or to the ports from which they are exportfwl. 
To remove this difficulty Government must come to an agreement with the 
railway authorities so that special rebates may be given on the exports or 
imports of the factories in villages. Tt is through these and such other 
methods that Government can persuade successfully the industrialists to 
start their mills in vilfages. Un the other hand, the industriniists will 
only he too glad to take advantage of such offers from the Ooveriimeut ns 
they can exploit cheaper and more docile country labour. There is less 
probability of labour djsturhancc^ and the absenteeism of lalioiir in 
villages than in towns moroover. The prices of house-sites and the con- 
struction of houses Hi’e lower there. 

The latest communique of the Government of Madras published in the 
J/imlu on 24th October 1926 .statevs among other things that It is es.seu- 
tial tliat early attention should he paid to the improvement and develop- 
ment of home industries Tt has given a sufficient answer to the cpiestion 
whether a more intensive study of each rural industry i.s necessary 
when it has decided upon a ‘‘suia^ey of cottage industries in the Presi- 
dency existing and potential Tt is true that the revival and extension 
of rural industries on an economic footing is a desideratum of any policy 
W’hich contemplates the extension of arable farming 

To take hand-loom W'eaving indu.stry for example, though Mahatma 
Gandhi is of opinion that it cannot l>o made to serve as a sulksidiary in- 
dustry on a national scale the Department of Industries of the Bombay 
Government has been tr>ung more or le.ss successfully to introduce it into 
the economic life of a ryot. More than 20 Paiichama families of Kaku- 
inanu, in Guntur di.strict, eke out their livelihood hy plying their looms 
whenever there is no w’ork on the fields. Similarly, many w'orkers of most 
of the villages in the deltaic parts may he enabled to earn something in 
this W’ay. But it is found through my enquiries into the economic organi- 
zation of the hand-loom weaving industry that intensive study is necessary 
ill order to find out the remedial measures that should he adopted to 
develop the technical, commercial and financial aspects. Tt is essential 
experiments are made to see whether the tools and appliances of the 
industries can be improved. The past experience of the Department 
of Industries of our Presidency show.s, as far as the hand-loom weaving 
industiT is concerned, that much can be done in this direction and the 
general adoption of the fly-shuttle by weavers is an eloquent proof of the 
potentialities of such experiments. I found that a special Presidency 
Weavers Bank was necessary to finance the hand-loom weaving industry on 
a large scale. It is also found that the Government must publish regular 
periodicals ui>on the commercial aspect of the industry, organize eidiihi- 
tions and appoint Trade Commis.sioner.s in different parts of India and 
m other countries. 


Fancy things can he manufactured by potters if they are trained to 
preMre suitable earth, to use chemicals suitable for their work and to 
work new designs. China is somehow very poor when it is produced 
m viiiages by local potters. Though an ever increasing quantity of C%ina 
manufactured in Pondicherry finds reedy market in the Andhra country, 
not even a single attempt has been made in the Andhra districts 4o pro- 
duce articles similar to those of Pondicherry. It is, therefore - 

to carry on an intensive study of each rural industry in order 
the p<miMities for the proper development of devolution iaed ] 
tries m which both full-time and occasional workers can find 
tiecent living. 

— 


For other particulars, see Tinnevelly Gazetteer,^ 





•iSave had exceptional oppprtunitios to find out Uie different commodt- 
iiej> wbijh are at present produced by cottage workei’s iii different 
parts of the Madras Presidency and tiie various things for which there is 
much demand in the country. So 1 propose to review the possibilitieii for 
tho development of different rural industries vrhich in my opinion are 
capabto of affording much additional employment if they ai'o properly 
organ iaed. 

(1) The nuinl>ei*>j of slieep and goats have l>een on the deertutso through* 
out the last 20 yeai's. The cyclone of July 1925 resulted in tlie deatli of 
many thousands of these animals. No attention is paid at present by the 
Goilas (heivditary iwopie who rear these aniiuais), to breed different kinds 
ol animals which excel in yielding the best wool or mutton or most profit- 
able manures or leather or milk. If proper scientific help is given them 
and if the economic demand for any or alt of tliesc by-f»roUucts is thomugh* 
ly exploitetl, there i>s a great future for this industry. Dairy farming 
ol these animals can hy 't^df yield extraordinary re.sults as tliere are 
millions of people like those of Knkunmnu (Guntur district) who are 
unublo to pay enough to get the dairy products of cows and sue- buff aloes 
and are tm anxious to buy those of these animals. Demand for blankets 
manufactured at KJIore, Waraiigal and Masulipatam is still very large and 
that for the Kllore and Wurangal carpets is on tho increase. More and 
more people will take to meat eating it mutton can be biipplied at reason- 
able rates. So the Department of Agriculture and the allied departments 
must pay sjKKdal uiteiition to develop this industry. 

Breeding pigs can also become very profitable if vlie bad assoc iation of 
this industry' are removed and if the pigs aix) reared on specially scientific 
and decent methods. Oil can be maiiiilactured from the fat ol pigs and 
there is a great demand for it. Pork, ham and bacon can bo nuinufac- 

tured and exported. The demand for the manure of jiigs is ever on the 

increase and the current prices for such manure (lls. 16 for curt-load) must 
be enough to encourage the develotniient of this industry on a much vaster 

scale than at present, if only it can be* raised from the general discredit 

to which it is subject. Government must encourage ryots, Panchainas and 
Erukalus to breed these animals on scientific lines. 

(2) Fishing industry must be given some encouragement. Fishing may 
Ihj made as fashionable a thing as Jiiinting. There are already people who 
dry fish and sell them to rural public . I hey must be heJj)ed to carry on 
tlieir work on a much larger scale than at present. 

(3) The various and useful things that can be prcxluced from the 
different pai ts and tho produce of date palm, palmyra, c:oconut and plantain 
tret's must be manufactured on a much vasUn* scale than at present. 'Ihe 
fancy baskets made of palmyra leaves and sold at Haineawaram and in 
Tinnevelly district are coming into general use. The demand for cord, made 
of cocouut fibre, is increasing and the thick l>ark of plantain treob also 
yields very good fibre which is a pi*oof against sea-water. Mattresses manu- 
factured with the leaves of coconut aiul i>alm trees are demanded in ever 
larger numbers. Banana fruit can be preserved and exported in the form 
of Hour. Its bark may be used in manufacturing small baskets. Jaggery 
from toddy, preserved juice, palmyra fruit and mangoes and cider from 
bengal gram can be produced on n larger scale th-iii at present. 

(4) Tamarind and some acids can be i)roducec1 on a larger scale than at 
present from the juice and seed of tamarind fruit respectively. Gum can Ik* 
marketed in greater quantities if it can bo gathered carefuMv from tho 
trees that yield it and if such trees are grown in larger ruimlmrs than at 
present. There is a great demand for gum in America where i>eoi>lc chew 

'"p and in England and the Continent wiiere it is usc?d in ilie manufacture 
df bW'eets. 

(5) Canning industry is very little developed in India. Ryots are 
ai^iistomed to the drying of v^etablea and fish in order to preserve them but 
arc ignorgnt of the present-day methods of canning fruits, etc. If tho 

industry can be propeijy developed with the active co-operation of the 

Government then the profits of ryots who grow gardens will increase to ja 
great extent and greater employment win l>e created for the 
Mantialade must he produced from oranges and jam from mangoes, dherties^ 

and the various kinds of fi*uit which are speciially grown in 4^ 

iindhra conntry. Many cottage workem can find additional emplbym^t if 
this branch of industry is properly dcv©1oj>ed. 

(OX'lSost of the PanchamaH and oilier agricultural workers kwre no 
housitt ’Worth the name and they live in huts consiructed "on dowdy lpg 



in ibo most unhoAliby parts of a village. They are consequently 
freqtieni attacl^a of epidemics. The Labour ZXepartment of th# Madras 
Gorenunent haa been trying to get house-sitm in healthy parts for some 
workers in a few districts. But this work mtist be taken up on a larger 
^le and in a more systematic way by the Local Boards whose primary duty 
it is to see to such needs of the j^ple. If a proper housing scheme is 
worked out, as it ought to be, and if work is liegun on a large scale many 
thousands of workers will find additional employment in each district for 
a number of years. 

(7) District Boards must Ikj allowed by the Government of India and 
the railway authorities, to invest their money in constructing and i*unning 
feeder railways so as to develop the productive resources of the country. If 
such a change of policy is brought ul>out most of the District Boards must 
develop their schemes of railway construct ion. These boar^ must also bo 
empowered to develop bus-services and to coiistnict addition;d water ways 
in the i?ountry so as to develop the water transpoi*t. Then much additional 
employment will arise for largo masses of rural workers. 

(8) Men and women who ke<*p small shops in Benares and women chiefly 
Muhammadans iti Washennanpet of Madras manvifactiire cigarettes and 
beedis. There is a very good cigar manufacturing industry at Dindigul and 
Bangalore. The demand lor l>eedis comes chiefly iroai the Codctl districts 
and that for cigars from Europeans and others who liave adopted the 
European fashions. Cigarettes, cigars and bcKxlis can be nianulactuicd on a 
much larger scale than at present us the demand for them is on the increase. 

(9) Glass chimnej's and lantern glasses arc no‘v inannfai*tnrc‘(l in 
Calcutta and iron and tin iilate works e.xist in the lliinalavan delta and 
so it is quite possible to develop a cottage industi'y for inanufax-i tiring 
lanterns, looking glasses and glass jars. 

(10) People who come from the hills sell things inamifactured out of 
hones and ivory. Quills and coinlis, bangles^ cigarette Holders and i>en- 
hoidei*s may bo jiroducoil by women in villages, il a proper supply of raw 
materials is ensured. 

(U) My friend Mr. Adinarayana. h.h< . (Agr.), who has a decent 
amount of research to his credit, has found out that alcohol can lie produced 
on a profitable scale from prickly-jioar and this industi*y can, therefore, be 
develoiied with the oiicourugoment and active co-operation of Government. 
According to him, manures can be inunufuctuml from bones, phosphato.s 
from Trichinopoly rocks and nitrates from air. The possibilities for com- 
mercial success in manufacturing such manures must be explored by the 
Departments of Agriculture and Indu.stries. 

(12) Hosiery mills arc increasing in their numbers and those in Salem 
and Calicut have hwn realizing sutisfuciory returns. The demand for 
banians is on the increase and is .sure to rise in future as the crononiic 
condition of the masses gets better. So there is a great scope for further 
development of this industry. Beddings and pillows can ho manufactured 
by cottage workers. Hand-loom weaving, dyeing, printing calico and kalan- 
kari ana hleeching can lie heljied Ui afford employment for many more 
workers than at present. There is uii expanding market for handkerchiefs 
and towxds in this presidency and they can preferably l>o produced by cottage 
workers. 

Manufacturing carpets, blankets, and tape.stries can be made more wide- 
•pread among rural workers and can be carried on to a greater extent than 
at present and the increased demand at Horne and abroad must ensure con- 
tinuous emplojunent for large masses of workers. Lace-goods, damed^j 
knitted or tailored goods can bo sold in large quantities in Ameri.C(pip 
Africa and elsewhere. ^ ^ 

(13) Perfumes are at present produced hy Muhammadans of KoiidaviA«< 
and other" people can also be taught to manufacture them as there is 
market for such perfumes as rose-water, lemon-oil, and cosmetics s»ch as 
sindhuram which can be manufactured by cottage workers. 

(14) The manufacture of cane-chairs, cabinets, camp-cots, cots, hand- 
sticks, trunks, and brass, copper and bronze utensils can be further devel ** 
as cottage indiujtries. .Candles, soaps and wooden, bone, horn or 
hultons and dolts made of earth, c*qw-dung, stone, ivory, ml, her or leai 
can all be manufactured by rural workers. Leather goods can prod 

on a larger scale than is poi^ible at present if the market for 
perly organized. » ^ 
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‘ Ttffeugtija proper aurvey of lioiae-iudubtriee many uioi'o poaaibilitiei cati 
lie discpverod for theae and other iudustrieti than are augigcsted hero and by 
preparing proper and coni^tructivo aehetnea of development^ additional 
employment can be found on a vai>t acalo for the rural muanob. 

In order to develop all thei>e indu:»trioi» whicli are diaciteaod in this con- 
nexion, the State luuibi Ik* proparetl to orgHiiiae ilie iieirKots lor dilfeixml 
kinds of eominodities and it must also publisli in popular form journals to 
inform the peoi>Ie about the marketing conditions. Co-operative societies 
must be lormod aith the help of the State and the village agrieuitural 
punchayats to organise these different kinds of awk^ Exhibitions of home- 
industries must be held nioi*e than once a year in every taluk and distiiet 
and an annual Andhra home industries lair must be orgauiaed on the lines 
of the Britisli industries fair. Public men like Meinliers of the Legislative 
Council and Ministers and public olticei's like Collectoi*s and Govcrnoi's must 
open such exhibitions. 

iSonio villages like Appikatla, Govada, I'huruinellu and Anirutaluru 
(Guntur district) have coiistrueted inelalkHl or eai*tlien roads through tUu 
voluntary co-operation of the villagers because lliero happens to 1 k 3 a library. 
Wherever library or Non-Brahtnin or noti-(*o-operation movemont has spiead, 
there has arisen a new spirit of social responsihihty and social service. One 
ol the practical results of such a spirit is the eoiistructioii of good roads itf 
the village. But such road^s are not kept iii good order by repairs undortaken 
when ntnessary as there is no periiianeut institution which is empowered 
either hy villagers or )>y legislation to carry out such functions. 

If the sanitary conditions of any village are to Ih' hettered* there iuunI 
be incurred a regular and recurring expendituro every year. To discharge 
this function there must be some such statutory bwly as the village agri- 
cultural puncliayat empowered to carry out such functions. The paiichayut 
and women’s institute must work bund in hand to improve the sanitary 
conditions ol villages. Library s<out and educational movements must he 
utilized in this connexion. A baby veek, mothers* week, gardening week, 
honio industries week, house decoration wtok must be held every year and 
prizes given to the most successful people. Responsible and public people must 
lie invited to preside over such functions. J^rizes must bo given periodically to 
a few* lioaltby children whose dress is the cleanest and most simple. Lectures 
must be organized to instruct the ma.sses about the principles underlying 
the preventive methods taken to counteract the outbreak and spieading ol 
contagious epidemics such as chohra and .smallpox. 

r should lay .special stress iu this connexion upon the necessity for 
organizing a ‘Social Service Training Course’ under the auspices of Uni- 
versities. The London University has a diploma course iu social science and 
the Oxlord University has a certificate of training in social work. In 
America most of the -Universities hu\*c organized similar courses of training. 
Our Universities must also organize such a system of training and teaching 
so that a good iiuiiiber of students who have already entered upon their 
ilonoiu's’ Ckmrse may Ihj prepared social w’orkers if they like to do social 
service. Such students must Ik? taught the element iry principles ol so( iid 
science, agricultural economies, co-operative movement, labour organization 
and Ix)cai Government in addition to practical training in the running of 
u few' organizations such a.s jmnehuyuts, social end religious settleinenis, 
local l>oards, co-operative societies, hospitals, etc, ft is only such specially 
trained social workers w'ho must be ap(>ointed as permanent officers of the 
viUtte agricultural panchaynts, women’s institutes, etc. If thus the public 
arirHPihintary workers are helped by properly trained social workers much 
con^^lplctive social service can be done among the rural masses. 

I^^a! |(ork must become a fashionable thing among the rural masses and 
in order ta create such atmosphere, Univei*sitics must undertake to 
organize the proposed, courses of study for social w*orkers. The various 
If* semi-public bodies which are proposed must be prepared to pay enou^ to 
their social workers so as to enable them to maintain themselves in decent 
circumstances. There must be thus established a regular channel throng^ 
whi<ffi If sufficient number of well-trained and zealous sm^itil workoiw w'ill 
IfeEU^Slly come to swell the ranks of workers w’hoHc ambition it h to improve 
PIfe ec^i^pli|io and cultural conditions of the rural maases. 



Written eeidenee of T. K. SRUTIVASA AYYAB 

Arargnl, B.A.» Begiatrar of Assuranoee^ Madura. 


i, ’^Agricultural credit and credit JacHities for gmaU indiistrits. 

(a) Exi»€n»eB o/ cultivation, — The isiiialler rj'ot generally goes to the 
village sowcar (a rich ryot generally ossuines this roll) and raises loans at 
rates of interest of generally 18 per cent jwr aiiniun; even if the rat^ 
of interest Ihj smaller in co-o|>erative societies, the ryots generally avoid 
the societies as they find it impossible to keep to dates of i^jiayment. 

(0) Finance for capital and iterntanent improvement* — The smaller 
ryot never does any permanent improvement to his holding but is content 
to get on with as little exi>enso os i>ossible and is satisfied with the yields 
tliat the lands give without special improvement. 

(c) For special needs also the ryot goes generally to the village sowcar; 
and sometimes to chotti bankers in towns; and in the latter case nigh rates 
of interest, about 24 per cent interest i>er annum, is generally paid. 

The difficulty in dealing with the small ryot is that ho is averse to koei>> 
iiig to hxed dates of payment or rather, he js unable to keep to those dates ; 
and any provision for penal rates in default of payment on the due dates 
makes him suspicious; and he does not realise that even with the penal rates, 
it is profitable to Imrrow' from t*o-operative societies than from the local 
sow'cars. I have known cases in which after getting loans from co-operative 
societies, and making default of payment of one or two instalments, ryots 
have taken loans at much higher rates of interest from local sowcai's for 
clearing the loan taken from the society. 

2. (d) Marketing of crops. — In the case of the small ryot whatever crops 
can Ikj sold after reserving the quantities reciuired lor consumption in the 
year is sold on the field itself immediately alter the harvest to merchants 
who go with cash for the purpose and buy at very favourable rates. In 
some cases the crops are sold to iieighlK>uring ryots even before harvesting; 
and it is only the rich holder that reserves the crops until a favourable 
market is securc^l. 

The s^Tsteni of issuing liundis is very rare in tiie rural parts. 

4. Mortgaging of lands. — There are no legal impediments to inoriguges 
of land and of agricultural holdings, 

A laud mortgage bank is u rarity here; and one that was started a few' 
years ago in Kistna district is understood to Ijo still in an infant stage. 
J’ho loss of capital invested in joint-stock companies which has unfortunately 
been the experience of several Indian capitalists makes i>eople generally 
averse to invest capital in any new venture ; and thb want of capital 
its turn, spoils such vciitui*es. 

6. Subsidiary industries, — For a small ryot there is practically work in 
the fields all the year round; in seasons of non-cuitivatiou he has "to attend 
to the levelling of the land and minor imi>i*ovemeu'ts which ho can effect 
by his personal laliour without extra c*ost. I think that it is not possible 
to make him attend systematically or to any appreciable extent, to any 
subsidiary industry. 

//. — Indigenous banking. 

This is very rarely found in villages, the village sowcar limitji||j§^his 
transactions ^ merely lending moitc}; for one agricultural season and 
generally realising the same at the time of the harvest. 9 

in towns these bankers are generally lending money for short terns 
on high rates of interest; but except in a few cases they are not serving 
to finanoe trade, etc. These bankers however find full use for the cMital 
invested by them, which is generally not much; and no capital is liring 
idle with them* 

III, ^Investment habit and attraction af capitaL 

The habits of investments ai-e rare; and even in cases where thejf existji 
the difficulties of rei^fiaation when the money is needed and the xroe|ii|e 
that has be talte realisationi militate against m 
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investments. The mass of the people hare yet to understand the fluciua* 
ttons in the value of securities; and any large fall in value enhances 
their fear against investments. 

People ai*e no doubt bwinning to give up the practice of boarding or 
investing large sums in u&er and ^ola; but except to the inoi'e literate 
of the population, sound investment is still a problem. 

2. The mass of the public have not yet taken to invtv^iment in the post 
office savings bank or in post office cash certificates, as the interest in the 
former case is only a nominal one; and as in the case of the latter, the 
proper safe custody of the certificate for a period of 5 years is a problem 
to several villagers adiose houses are open to at^cks by white ants and 
fire and who generally find difficulty in preserving paper of any kind, 
inclusive of currency notes. 

The system of investing money in Govern ineiit pajior is generally not 
known e%'en in towns, except t<j a few i>eople ; and I have noticed that 
even postmasUTs through wliom such paj^er can he got, ai*c in several 
cases, ignorant of the rules. 

3. Surphis moneif in n proitfioronx \frar . — The ryots generally fritter away 
surplus money, if any, that they got in n prosi>erous year; and generally 
several items of expenditure are postponed from year to year against the 
occurrence of such a .surplus. 

5. Neny hranchex of the Imperiat Ihinl , — The opening of new hranehe.K 
has no doubt tende<l to increased facilities in trade; hut it has at the 
same time resulted in the exposure of the financial hollowness of several 
merchants who were, until they began to have dealings with the rmperial 
Bank, supposed to l>e financiallv .sound. The net result is that the services 
of the hank are not lading fully utili7.e<l by the Indian merchants. 
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Writtm eridenoe of MAJELy. M. J. VBNXATAKRlSHirA 71IXAI 
Ayargal, Diotriot Registrar, Bellary. 


I .^Aorlmltural credit and credit facilitie$ f jr aniaU indvstrirs, 

1, The rj'ot generally borrows money for his needs from the local profes- 
sional money-lender who is ordinarily a Komati by caste. In many cases 
the rich and well-to-do landlords also advance money to poor ryots. The 
co-operative societies also ])la.v a gocnl part in rendering assistance) to the 
needy poor. But it is said that the management of the rural co-operative 
societies is not w'hat it ought to be. It is stated that closer supervision 
and honest and straightforward dealing are reciuired on the pai-t of (*o- 
o|>erative societies. 

In the cultivation season, ryots generally borrow money by mortgaging 
their lands. The mortgage money is generally made paj^ablo on demand. 
Standing crops arc also mortgaged for a pericKl of 12 months and not 
exceeding 18 months. The interest ranges generally from Re. 1 to Rs. 2 
per cent jmr mensem even on standing crops.' Ryots also take advance's 
from rich ryots and shop-keepers on condition of repaying the amount 
by selling the produce to them at Rs. 2 or Rs. 3 le.ss than the bazaar 
rate. Advances on an exceedingly large scale were made under the Agri- 
culturists I^fOans Act and under the Land Improvement Tioans Act during 
1928. In previous years also advanc‘c\s under the same Acts were ma le 
though not on such an extensive scale. 

3. The price of good hlack cotton soil in wliich all sorts of dry crons 
are raised is hc^tween Rs. 100 and Rs. 200 in the Bellary distriet. The 
price of inferior dry soil other than black cotton soil ranges from Rs. 10 
to Rs. 100. 

4. There are no land mortgage banks or agricultural hanks in this 

district so far as T know. Domestic expenses and expenses fo,- the ]>ei‘form- 
anco of marriage and other social functions, especiallv when crops fail 
for successive years oving to want of timely rains, quickly land the poor 
ryots into debt. If existing co-operative societies are well managed and 
loans granted freely and without delay, the poor ryot will have great 
relief. « 

Oftentimes the ryot runs into civil court on account of land dispnl^ 
By the time he emerges from it, he is nearly squeezed to death in mor?^ 
ways than one. 

Party factions in villages play a good part in the economic distress of 
the countiy. Generally village ryots (the richer of them) range into two 
rival parties competing for village leadei-ship. Disputes regarding land 
boundaries and waterways excite their feelings and finally end in riots and 
murders. The poor ryots are always in the grip of the professional money- 
lenders or rich ryot^ who advance them money in times of need. Generally 
these ci*editors take aw^ay all the produce of the debtor in payment of 
the high interest that is charged; and for the next year the ryot has 
again to be at the mercy of the money-lenders. This kind of borrowing 
and paying is never ending and goes on till finally the poor ryot is deprived 
of hiiT'' small holding in favour of the money-lender by executing a sale 
deed of the small plots of land he had. The usual interest that is charged 
is Re, 1 or Rs. 1-8-0 per Rs. 100 per month and even Rs. 2 at compound 
interest. 

The rich ryots get into criminal courts on account of party fnctions. 
Such ryots run short of their money by the end of the year. All their 
moneys go to enrich the pockets of the vakils and others. Ryots do pot 
seem to spend money op luxuries, 
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There is already a record of rights introdoeed into the department* 
At a glance, any person can have an idea as to the encumbrances on a 
specihed property. Co-operative societies are exempt from stamp duty and 
registration fees and search fees for eacumhranoe eertiftcates. No further 
reduction appears necessary. 


HI, — Invtstmtni habit and attrartion capital. 

The fund offices in the district encourage savings and the habit of 
investments. But there are not many in the district. Those who harvest 
groundnut or cotton do generally get a surplus and spend it in buying 
dothes and jewels. Farmers do lend to fellow agriculturists (jSenerally, at 
a hifidi rate of interest. The interest has also to be paid in when the 
harvest is reaped. The major portion of the produce of the poor ryot goes 
to meet the compound interest charged and only a very little goes to reduce 
the principal amount. Rich ryots wiio are more prudent generally purchase 
lands when they have surplus money in a prosperous year. They always 
have an eye towards enlarging their landed estate. 


loi 
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Written erldenoe of M JLRy. O. T. CHBRITAN ATargiOt 
Registrar of Oaliout* 


1 Agricultural credit and credit faciliiien for small industries, 

1. (o) By promissory notes, pledge of jewels, cattle and crops. 

(b) dt (c) By mortgaging the land. Twelve ^>or cent intercut geiioially 
for money loan and nearly 2 paras of paddy for 10 paras of paddy if the 
Joan is in the shape of paddy. Standing emps are actrepted only by the 
nearc^st landlord or kanamdar as security. Government plays very little 
part in ogricultural finance except for occasional loans under the Agricul- 
turists Loans Act and the Land Improvements ^ Loans Act. The Imperial 
Batik and joint-stock banks largely help the European planters through 
their accredited agents but not the agriculturists in general. Since the Map- 
pilla rebellion of 1921 co-operative hanks have cropped up in many places 
especially in Arikkod and tho agriculturists appear to ho fienefited by these 
hanks. The indigenous hanks and the professional money-lenders afford 
greater help in this direction. The present S 3 "stern is defective in man.v w’ays. 
The loans being for short period.s, the agriculturist has to find out the 
money to repay tho loan and interest within a short period from the crons 
he raises and he has also to eke out his living from the same crops. The 
rate of interest is also high as sometimes a rate of 18 or even 24 per 
cent is demanded according to the pressure and urgency of the loan 
required. Very often a failure of the crops means utter ruin and conse- 
quently the loan cannot be repaid and the loan amount with interest is 
thus accumulated. The agriculturist now approaches a merchant who helps 
the former to get a loan from the indigenous hank or professional money- 
lender. This intermediary can he dispensed with if banks are started to 
which the agriculturist can dircetl.v approach with facilities for long-term 
loans and lower interest. The remedy seems to lie to open agricutural 
hanks through Government . agency and to open more co-operative banks. 
There appears to ho little co-ordination among the various credit agencies. 
Government interference is essential, 

2. Tho principal crops which need marketing are popper, ginger, copra, 
coir and yarn and the marketing is done mainly by merchants and commis- 
sion agents in towns. The merchants and commission agents advance money 
to the producers at the seedling time on interest up to about two-thirds of the 
expect^ product?. The goods are brought to these middlemen and sold by 
the latter according to the prevailing market rates. Sometimes these 
producers and some European firms which deal with export trade enter 
into contract w^ith tho producers and money is advanced hy them to thdit 
latter. ^ 

Negotiable instruments play a large part. A more extensive use of 
hills can he encouraged by the reduction of stamp duty. A private system 

is in vogue among Indian merchants for remitting money. They issue a 

sort of bill of exchange which hears no stamp hut freely negotiated among 
local merchants. The defect of this svstem is that they cannot he dis- 
counted at public banks. Hand is payable on demand and hundis payable 
after sight are prevalent here. 

4. In Malabar the tarwad system is a great impediment for mortgaging 
landis as all members of a tarwad have to co-operate for raising a loan 

though only some of the members are actual cultivators. There are no 

land mortgage hanks in Malabar. Agricultural or co-operative bank under 
Govertment supervision affording long-tem loans should he established. 

(a) The present periodical revenue settlements help a good deal to 
clear up much of the disputes as to title. If such ^ttlements are under- 
taken at Shorter intervals vnth a view to settle titles and the revenue 
registers are periodically revised, the ownership question can be more 
satisfactorily settled. 

fr) The conoession now grants to co-operati/e societies may bq 
extended to the clients of the proposed banks to gome degree, 
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Written airidenoe of It JLRy. T. P. VXVKATA&ANOAM VILLAl 
ATargaU Registrar of Assuranoee, Villopuram. 


I. — Agricultural credit and credit facilities fur small industries. 

1. An agriculturist obtains money for his culti/ntifui eximnsos inua 
merchants generally who act as xiiiddlemon. These uiiildkniten ativon<?t^ 
money to the agriculturist in the sowing season on Uie security of groundnut 
crops or paddy. This is one of the great c^cuitres for groundnut trade. One 
of the conditions for advandng money is that the whole of the produce idloukl 
be sold only to the merchant money-lender who takes the mop at his own 
valuation and ineiisureiuent and disposes it off to the big doaders such as 
Messrs. Rally Brothers, etc. Be has to mortgage his lauds for raising long- 
term credit for such special needs as marriage, etc. Practically no loan 
is raisexi for iierinancnt improvements to the lands. The rate of interest is 
generally 12 per c^mt in the district if it is cash or B kalams of 30 Madras 
measures each for Rs. 100. For short-term loans the rate of intcrcsi/ 
is generally groinuliuit crojis of 3 Madras incusures jier rupee for alKUit 
0 months. Money is ttdvaiu?ed gtuierally on the security of iinmuvabto 
profierty and a part on pro-notes and bonds too. The security of standi ng 
crops is rare. Practically excepting the jirofessional money-lenders the only 
other money-lending agencies are the co-operative socnetios in the district. 
Even this latter agency is not freely advancing money as they are lieiit 
upon colletiing the money already udvanctxl in which tlioy find difiictilty and 
as such tile only persons from whom the agriculturist can take money is 
the professional money-lender, tlie merchant, middlemon or the Murvadis 
who advance money on the pledge of moval)Ie.s at an exorbitant rate ol 
interest at a minimum of IH per cent. The only indigenou.s bank in tlie 
wdiole district — the Peo])les Mutual Benefit Society — is of little or no use 
t<i the public in general. The average amount of loan taken in a year 
ill the district is approximately 35 lakris of rupees or 110 lakhs during the 
lust 3 yeai-s. This amount is udvaiiwd on the security of immovable pro- 
perty. Taking that to l>e about one-lliir<l of the whole money advanced 
or mortgages, a total amount of 110 lakhs may la» needed for this registra- 
tion district alone. 

2. Generally the groundnut crop.s arc purchased by the middlemen and 
sold by them to big ilcalei's such os Rally Brothers, etc. Boine of these 
middlemen |»leilge their gmids with hanks and take advance or tranship 
them to important centres and receive advance of payment on the produc- 
tion of railway receipts. 

3. The value of land varies according to its situation such as nearness 
to a channel or well, etc. In this district there is always a fear of water 
scarcity and heiure the nearness to source of winter is always considered a 
great advantage. The pricx? varies from Rs. 1,5(X) an acre yielding paddy 
to Rs. 50 an acre yielding some dry crop. The value fetched in a revenue 
sale is more or less nominal while that fetched in a court sale is generally 
below that by private negotiations. 

4. At least one land mortgage bank giving very long-term loans w'oulfi 
Ihx useful in this district. Loans should be advanced to the agriculturists 
on the security of thoiV immovable properties. They should be [>ormiited 
to clear off the debt in the course of «10 to 40 yeai*s so that they may 
be able to maintain their family without difficulty and liquidate the debt 
without pledging again their property to some others. The working capital 
for the land mortgage bank should mainly 1x5 advanced by Government loans 
and debentures. The debenture loans should be guaranteed by the Govern- 
ment. 

5. It is absolutely essential to reach an estimate of the existing indebM^-^ 
ness of the agrieultural class. This can be ascertained from ^e records 
of a sub-registrar’s office so far as mortgage loans are exmeerned and from 
individnai enquiries in the riflages for pro-note, bonds and pledge loans. 
The debts are generally due to the protessional money-lenders and partl^ 
to co-operative societies. The rate of interest is generally 12 per cent and 



the agriculturist generally goes from one money-lender to another to dis- 
charge his loans and when be finds that he cannot raise any more loans 
ho allows his lands to bo sold in court auction. 

6. There is no subsidiary cottage industry in the district except weaidng 
to a small extmit. 

7. There is a large surplus of money in the district banks and provincial 
co-operative banks. The primary societies which have already received 
loans are not able to coile^ the dues from the members owing to the 
indtiference of the office bearers or incapacity of the members to pay and 
consequently there are heavy arrears due from the primary societies to 
the district banks who are naturally reluctant to advance once again to 
them and consequentiy heavy surplus is locked up with the district banks 
for want of outlet. The only remedy is to strengthen the collecting agency 
in the primary societies and to do propaganda work for educating the 
members. 


II. — hidigenouB hanJcing. 

There arc no indigenous banks and no system of hundi in the district. 


III. — Investment hahit and attraction of capital. 

The money that is received by an agriculturist by sale of his pr^uce 
is passed on almost immediately te his creditors and as such has practically 
no money left with him to be kept. Farmers at times lend to fellow agri- 
culturists and the rate of interest in those cases also is generally 12 i)er 
cent as he also borrows at the same rate. In years of scarcity an agri- 
culturist has to borrow and this is recouped by sur[)lus earned in a prosperous 
year. 





Written evidenoe of O. ABDUL HABIB SAHIB BehedoTt 
Distriot Begistrar, Cuddalore* 


/, — Agricultural credit and credit facilities for s^iafl industries. 

1. («), (h) & (r). — From the richer class of the locality. 

Itatcs of interest. — Usually 12 to 18 per cent i>©r annum. 

Security given. — Immovable property. 

2. Negotiable instruments. — Pro-notes are usually accepted and given in 
the caso of hand loans of small amounts. 

3. Value of the land per acre . — 

Wet. Dry. 

Aliout Rs. 600. About Ils, 300. 

4. (a) The registers of liokling very r^*ontIy intrtKliicod in the Registra- 
tion Dejuirtinent are inteiide<l to simplify references and to denote tJie 
encumbrances of a particular individual at one glance. 

HI. — Im^estment habit and attraction of capital. 

3. The richer class (farmers) usually lend money to agriculturist for 
short term at 12 to 18 per cent per annum. In a nrosperous year they 
lend money on mortgage to the needy of the ItKality. in richer families this 
whole [iruiierty is usually partitioned among the several members of the 
family. 



Written eridenoe of T. B SABAFATHI THJLAl ATsrgel» 

BJL, Begistrar of AseoraiiLees, Tixmeyelly* 


/. — Agricuitural credit and credit facilities for small industries, 

1. The agriculiurifait obtains finances 

(a) for expenses during cultivation — by executing pro-notes, 

(h) for capital and permanent improvements — by borrowing — from the 
Government under the Lioans Acts or from money-lenders on the mortgage 
of lands, and 

(r) for other special needs — by borrowing on pro-notes from money- 
lenders. 

The rate of interest is usually 12 per cent i>er annum. It is 18 per 
C'ent for small loans l>elow lls. 1(X). 

Standing crops are not given as .security. But hand loans of sinall 
amounts are got, from the richer classes by tlio i)Ooi*, repayable at the time 
of harvest for 25 to 50 per cent interest in kind. 

The co-operative banks, the indigenous banks and bankers and profes- 
sional money-lenders give loans. 

Merchants and dealers do not lend for interest generally. 

2. The principal crops in the llegistration district of Tinnovelly are 
paddy, chillies and onions. 

3. The value of land per acre of double crops: — Wet land of double 
crop paddy cultivation ranges from Its. 4,000 to Its. 5,00f) in the river- 
fed area and lls. 2,500 to lls. 3,000 in tank-fed area and lls. 2,000 an aero 
if single crop. 

The value of one aero of dry land in localities like Alankulam whtw the 
Nadars cultivate the lands themselves with chillies, onions, etc., is Rs. 4,000 
to Hs. 5, OCX) an acre. 

In other parts the dry lands are sold at Hs. 200 to Bs. 500 an acre. 

The factors affecting the value of lands arc (1) facility of irrigation, 
(2) the oxistontHj of capitalists and traders in the village with sufficient 
surplus profits each year and (3) the abundance of labourers and cultivators. 

The value of land in Government auction for non-payment of revenue 
is less than that sold by court decrees and the value of land purchased by 
private negotiation is always higher than the above, because in the latter 
there is wider publicity in the village and the lands are sold to those who 
really demand then and are in need of investing their money in lands. 

4i The existing register of holdings in the llegistration Department shows 
the owmerahip of the lands, the solvency of the holder, and the extent of his 
indebtedness at a glance, in respect of the pattadars in each village. 

A nominal foe of Hs. 2 for a mere inspection of a holding would induce 
many a banker to lend money with more confidence and trust. 

At present a search fee of Hs. 2 for the first year and annas 8 every 
sulsieequent year for the encumbrance certificate and the natural delay 
of at least four or five days involved in the grant of the certificate stands 
in the way of the bank and money-lenders availing themselves more of 
the Registration Department Register of Holdings (or record of rights as 
it may m rightly called) as freely as they wish. 

The registration fees on promissory notes and bonds hypothecating 
standing crops may Bo reduc^, to facilitate the registration of dooummts 
and as an incentive, since the general public and ordinary money-lendiers 
give more credit to registered documents. 
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5. The existence ot debts en morigege of Jan^ can be estimated on a 
rough scale for any specified xillage from the register of holdings. 

The rates of interest are generally 12 per cent anti the Un-tn is usually 
one or two years. 

It is desirable to help the growth of co-operative hanks by stimulating 
co-operative movement among the farmers, by making more capital flow 
to the rural societies and by giving facilities to lend on the mortgage of 
standing crops and harvested produce. 

//, — Indigenous banking. 

1. The indigenous banker receives deposits from the ri<*h as well as the 
middle class of {>eople for an interest of 71 to 9 per cent and lends to 
the public for 12 to 18 i>cr cent interest. 

The indigenous banker confines himself to l>orrowing niul lending money 
to the agriculturists and traders. 

5. The indigenous hankers generally called * Hundi .sliop ’ provide them- 
selves with funds from tho deposits made hy the puhlic addinl to a kiiuiII 
capital of their own. The rates of interest rcooivod by them as deposits 
ranges from 71 to 9 j>er cent. 

fl. The rates of interest charged hy the indigenous hanker are as a rule 
in money and arc at the rate of 12 to 18 |>er cent. 

7. Of late, on neeount of the insolvency of some local indigenous hanker 
in Tinnevclly, there is some prejudice against these bankers. 

These hank«»rs are not protected hy law at prcjsent nor are the public 
protectecl against any fraud hy these iiaiikers, as any man muv call himself 
ft hanker and carry on hanking business. 

The dealings of this class of hankers are not generally eondneted on 
sound lines, as those sim])ly trade upon the credit of a eretlnhms pnhlic 
and hftve not much <*npitAl of their own. 

8. Tho attitude of the indigenous hankers would he hostile towards any 
schemo introdiK'od for regulating their operations and f<jr giving publicity 
to tho same. 

10. The indigenous hankers do not m€»et all demands, owing to the 
insnffieieney of their working capital. 

111. — Investmrnt hahif and attraction of capital. 

3. The habits of the lower and middle class of people with reference to 
savings on theu’r hands are to subscribe to kuris or cHita on a smaller or 
larger scale each month or half yearly. 

There are thousands of chits conducted in each village by poraons who 
are not generally rich or solvent and though they are generally honest 
in their dealings, except that they take to themselves much of the profit. 

Tf any lump amount he got hy disposing of their agricultural produce 
or by having prises in the chits, the agricuiturista deposit them in the 
indigenous banks. 


General. 

The joint stock companies started in the mufassal have lost confidence 
in the public. 

The Indian Companies Act as worked hy tho Registration Department is 
not of much use in check«4.g the irregularities, fraud and misappropriation 
in the working of tlm companies. So long as the few requirements of the 
Act are complied with, via., having a reoogniaed place of office and a 
common seal and publishing balance iffieets and submitting few returns, the 
c^paity may go on cheating the public undetected ana unchecked, until 
the courts are moved. The Registrar of Companies or the magistrate have 
no means or agency to dbedc or audit the accounts, as it is doim 
Registrar in the co-operative banks. 
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Written evidenee of Mrs. If SSAMOITBY PAUL, Municipal 
Councillor, Palaxncottah. 


/. — Agricultural credit and credit facilities for small industries, 

1* (a) The agriculturist in our district depends for financial assistimoc 
during cultivation upon the landholder or upon persons who are either 
landholders or money-lenders by profession. 

(h) It is very rarely that capital and permanent improvements are 
sought to bo made; usually the holdings are very small. Banks in towns 
do not care to deal in small amounts and the cultivator has to look to the 
money-lender who borrows big amounts from these banks and makes a good 
profit in the village. The small holder, who goes in for a loan for improving 
his land almost always fails and in a good many instances he loses his 
land. 

(c) A very small portion of the holdings is cultivated by tbe owners 
themselves, most of whom are poor. The full produce in a season is just 
enough to tide them over until the next ^season. A marriage or festival 
or death or the failure of one crop drives them to the hands of the money- 
lenders in whose grip they lie right through their lifetime. 

The cultivators os well as the tradesmen in the village borrow money 
at rale of interest ranging from 24 per cent to 36 per cent. Sometimes it 
is as high as 48 per cent. The loans are granted for short terms, e.g., 
three or six months. Besides the security on the standing crop the lenders 
often take a personal security. The takavi loan issued by the Government 
is barely sufficient for any village and more often than not the money is 
mis-spent. The collection is very regular but tho cultivator pays back 
not out of tho incomes from the land. The Imperial and other banks 
advance money on the pledge of the standing crop. 

The co-operative societies as they are worked now are of small service. 
Year after year there is increase in the ovordues. The society in any 
place is composed of men who are themselves money-lenders in a way or 
men in need of money. The poor agriculturist has got to be educated first 
upon how best to use the money. And any loss incurred by the society 
must be made payable by the members themselves. 

It would be a good thing to have a common granary in each village 
and the society can help to sell to produce to the advantage of the cultivator. 

2. In the present condition of things pooling is not to be thought of. In 
most villages tho quantity of grain that can be spared for sale outside 
tho village is very small. But pooling would be to the advantage of the 
farmers in places where grain is in abundance. In order that pooling may 
prove successful the farmers themselves will have to have technical knowMge 
over and above what they know about the markets. 

8. The value of paddy growing land varies from 500 to Ks. 1,200 an 
acre for lands irrigated by rain fed tanks. That of double crop land fed 
by river ranges from Rs. 2,000 to Rs. 4,000. 

(a) The land is sold in Government auction for non-payment of revenue 
at only a somewhat higher amount than the actual arrears. Tlie land- 
holders who allow their lands to be sold for arrears for revenue very often 
their small holdings. 

(h) The same is the case with regard to the land which is sold in 
Court auctions. The judgmenlHiebtors are placed at tbe mercy of the 
decree-holders. The court amin somehow manages to fix an al^urdlv low 
nrice. Fot instance if a judgment-debtor owes about Rs. 600 to a decree- 
holder, the farmer’s prowjrty worth about Rs. 2,000 is knocked down by 
^e decree-holder for his Rs. 600 decree-debt in spite of so many safeguards 
during and before the sale. • 
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(c)y In purclia!^ by private negotiation oilier considerAiiona preTldt^ ' 
ttie of neighbouring lands — the yield per acre, etc. 

4. I do not think there are more than one or two land mortgage hallka 
in our province. 

There h no aueh If^al impediment. Patia ahould bo made in^uable 
every year. In the case of usiifructuai*y mortgages tlie j>attaK Hbouhi cdiango 
hands. In all other cases all the transactions aff ceding tin* land should 
l>o noted in the patta. 

The trorhituj eaifitnl foe thrae hanhs, — I am in favour of delamture 
bonds, f)rovision of long term and ci^dit against sound secnirity. The law 
should he so inodihod that no land mortgaged with a land inortguge hank 
is [>artitioned among the inheritors until the mortgage is redeemed. 

5. Tt would he a difficult task to arrive at a fairly acM'urate estimate of 
the existing indehtedness of the agricultural classes. 1 know of no such 
estimate for a village or district In any province. 

m 

The amount of debt evith land as .scH*urity can he ustertaineil hy ieferenc*e 
to the registers in the registj y offi(*es ; even then accuracy is hard to reach, 
for we hoar of bogus sales and mortgages that are brought about by debtoi'S 
to cheat creditors of their duo. The karnams of villages and the profess- 
stonal money-lenders can. if they wdll. nive a true and correct estiinato 
of the kinds of debts mentioned in question 5 (r). But ns a rule they are 
unwilling to let out any information. Debts on the pledge of ornamoiita, 
etc., are nmstlv owcmI to the ]>rofc»Hsional nuincv-lenders and the big land- 
holders it is that ever advance money on the pledge of agricultural 
implements. 

The latter lending as they do only to their own tenants charge leas 
interest than the money-lenders who are often heartless enough to demand 
forfeiture of the property in case of non-payment of the amount hefon^ 
the stij»uluted date. 

(1. Every possihle rural centre at least exeny Hevenm' Inspector’s lirka 

should have besides the coiniuon granary the facilities for the appropriate 
allied industry. So rice linll(*r.s in paddy arejjs. ginning factories in the 
cotton areas and oil presses in the gingelly areas would be the moans of 
helping the poor agriculturist to supplement his incoqi^^ to some extent. 
The Covernment shouhl own the plants in every case hut the running 
expenses anil depreciation charges should he collected from the tenaniK. 
Weaving and spinning are the industries that can l>o thought of as inter- 
riujcliate fK‘cu})ation of the agrh iiltiirist. Weaving i^ almost ('xtinct in the 
villages. 


/ / . — 7 ti dhj m o iin han 7 i a f/ . 

1. Tn our district most of the hanks are mere deposit banks. Rome of 
them cany on hmidi business, (’fmttis from the ('hettinad <‘ondiict hanking 
hu.siness. All private hanking i.s in their hands. 1’hert are not many joint- 
stock hanks. 

2. Those hanks render very little assistance to the agriculturists. 

Rince there is practically no industrial enterprise of any kind here, there 
is no occasion for the hanks ever to finance nnv industry. Traders either 
wholesale or retail have to pay high rates of interest in order to obtain 
the loan that forms their chief capital. 

.*1. (o) Tn our district the capital ia raised hy deposits. ‘The average 
capital opened hy each hank never cxcoihIs Rs. 1,00,(XK). The number of 
those who liorrow a few hnndreilH on the pletige of jewels is great. T|i<^‘i** 
capital is uaturallv very small. 

(h) Nil. 

(r) The expenses nex^r exceed Rs. 100 a month. 

(</) As far as T can see there is little or no co-operation among hankem 
tn this district. Most of these indigenous banks look to the bigger bwka 
just a.s the Tna|terial for overdraft. 

4, Indigenous bankers allow cash credit only to the local merdumta. 
They take security bonds from them, Others obtain loans on security bonflii 
^ Srell as mortgage deeds. ■ ^ 

102 
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of the promissory noto in the Temacnlar. 


25«- jSai^QjB^meSI /sir^^ir^ utr^e^ium/QdfC^i^ 
O/g0996S(sd(^Ui CJ«/r(g)/f ir^to^/ru^ 

MW99S>^ Oy.;ir/r jgy S(r Uts/r/r 0/s(r^€SeS}(r^d^th 

.itii4K§Lu^iUtr(T LD^tiir ^utSjmiost^JU O#Ll^uttj/r0^0 er^fisQsrrQ^/f 
(fjpiruQ cresrmrOmimrd^rn ) ; — 


;s/rfiw jsrrm^ Qfi^tSeo /tfsJssetfiL^ui eresr eStu/ru^rir Qjrffds 

«L-«r «//r«?Sar^ 0. 400 (/Bfr^ipfjpt ^u/raj) ^jh/s f^urrmiu 

iL/ijb /s/re^ jBirmriSt ^ ©• lOO d(^ 0. 1 cS^sflo ^Lts^ 

4gi^ui^uj Bk/LLii^BiBiutLiui ^^TtuiLjLh (TtSBLL^LhQiJfr^ /sis/Bse^L^ 

WfTW^ fifssdr ^ (iuir^Qtu^^B^Lh, 








one eSi 
anna 


Qsir^ir. 



(Translation.) 

The promissory noto oxooutocl on the 25th Jiino 1920 by Hainaswami 
•^Konar, son of Kristina Konar, rositling in Jdaikkudi South Street, Palani- 
r^ttah, Tinnovolly taluk, in favour of SuliralnnanN a (Miottiyar, s()u of 
Kandaswnmi C'hottij^ar, residing in the South Hazaar Slreot of the 
aforesaid place in the aforesaid taluk, is as follows; — 

The amount of loan in cash which I have r<*cciv(Hl fiom you to-day 
lor the purjiose of iny business is Rs. 400 (Rupees four liundi’ed). On 
demand, 1 promise to pay to you or to your order this .sum of Rupees 
four hundred together wjtli th<‘ interest that may accrue from this date 
gt the rate of one per cent per mensem. 


The Signature of 


One anna 
Ram as wain i 

j 


Konar. 


V 

6. Generally then hankers depend on chance deposits in order to meet 
thoir obligations. The prevailing rates of interest on current and fixed 
deposits are .S to 41 and 6J per cent respectively. 

6. The agriculturist pays from 12 to 18 i>er cent as interest on shares 
borrow^ed by him. (^o-operativo .societies by supplying seed and manure 
and hiring out improved implements can obviate the necessity under which 
they are of obtaining money at such high rates. Mere reduction of the 
rate of interest will he of no use. True education of the m.i.vses and rural 
n»const ruction must precede any improvement. 

7. As far as T am aware tlie indigenous banker is respected and loved 
with as much respec^t and love as people can show. In places where he 
is not to be found ho is much missed and the advent of a banker in su(‘h 
a place is hailed with jo.y. If every banker had as much legal jirotectioii 
as is necessary he would have no excuse for demanding a higher rate of 
intet^est. Documents executed before the village officer must be made 
enfor^ble. Money advanced on the standing crops should be made the 
first charge on the produce. All transactions must be recorded and regular 
accounts kept. Otherwise there would be no protection for the poor. 

8. There is a prejudice in the minds of the public against approaching 
these indigenous bankers for loans. These hankers, unlike the co-operative 
societies, are actuated by selfish motive in all their transactions. But the 
pcK)r agriculturist as well as the trader is driven to this necessity of 
apij^^ing them for loans owing to the want of some one to sympathize 
With th^ir wants. Thase poor people should be relieved as early as poasiWe, 
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Tlic co-operative soc^ieties serve to some extent this purponil ^ llut 
tpnc'e jienclered 1 ) 3 ^ them is often inadequate and exi>erioae# %iiidltc# ^ 

these pieties sliould be worked on iwttor lines before they can ^ ^N|tbi 
\iseihlf« So then the Government by legislation ought to ijjSSv 

bank^fs from demanding exorbitant intei'est. The way they eondtw their 
busirio«»s inyolvo not onl 3 ' the borrowers but the lenders themsolves im l^jdlL 
The remedy 4% the establishment ot hanks in towns and large villages 
workcnl in the spirit and principle underlying the co-operntive movement. 
Thus the risk to the persons borrowing or depositing money will )>o obviatetl 
j)rovided the Governmont extend the same concessions as they allow to 
the co-operative institutions. -# 

10. It may be admitted that these indigenous hankers find theinselvos 
sometimes unable to meet their obligations. But it will bo found that tho 
truth is that large sums lie idly in their strong boxes and that the bankers 
are not satisfied with the security offered. 

JIl. — Investinf'id lutJtif and attraction of cupitaL 

1. J n rest nicnt in (fold and sdver. — This primitive habit is still jrrcnalont 
to a large extent in India. It is not I'calizi'd that this is both an unwise 
and unprofitable investment. Loss of interest and depreciation in value 
<iwing to lapse oi .rears are tlie chief defec ts in this fojin of investment. Gold 
as no all know is tlie cause of much of tho crime in any country. But it 
IS slowly being realizcnl that investment of c’ash iii sound and well-muiiHgtKl 
banks and jn thriving mdustrial concerns are more profitable. A great 
cpmntit.v ot the country's capital still lies hidden — the realization b.y thq 
people IS .so slow. It must not be forgotten that tlie industrial conceri^^. 
in this eon n try are mostly foreign owned and this lielxis them very iittk) 
ton ai ds attracting the gold and silver in the country. Tho institutions 
now in existence tliat may he said to encourage tho right sort ol investment 
liahit are — 

(1) the j>ost office savings Imnks, 

(2) provident fund systems^ and 

(3) insurance companies. 

Though these are useiul they are neither udccpiaie nor as popular as 
they ought to be. 

3. As far us the agricultural classes arc* concerned they do not generally 
lend. They invest what little surplus they liave in tho local hiindi shops. 
By doing this they run great risks as liundi shoxis laiL all on a sudden. 

4. Till very recently tho use of cheques was unknown. The clioquo 
habit is of a recent growth. Since tho abolition of stamj) duty the checiues 
are getting more and more iiopular. 

It is c)nly tho literate classes that ever use cheques. By paying Govern- 
ment servants, etc., l>y cheques much trouble in disbursement, o.g., counting, 
verifying, may be saved. 

The Use of vernacular scripts in cheques will render thorn more popular 
among tho masses and revent Iraud.^ 

5. Yes. 

I attribute it to tlio want of education of tho musses and want of 
confidence in them. 

The people have got to ))o educated upon tho advantages they may secure 
to themselves by investing in hanks and useful industries. Siiecially ^point** 
ed officers may do propaganda work in the districts and taluks. Govern- 
ment may afford faciliJos for the opening of industries in all possible 
centres such as rice mills, cotton factories, etc. 

The branches of the Imperial Bank are of great use to the big land^ 
holders and industrialists as well as to the smaller cultivator and tradetnuui 
in rural areas. The opening of these wherever p^ible has done much to 
increase x>eople*s confidence in the great organization. 



Wi^tten evidence of C. H. MALAN, Esq., O.B.K, 1.CJSI., Postxn^ter- 

General, Madras. 


IIL — luvcstnient habit and attraction of capital. 

2, I Mtate l)olow the iiuriiher of postal eash certificates sold and the iMmher 
of savings bank accounts ojiened during each of the three officiali years 
from 1926 to 1929, in the Madras circle (including Hyderabad, Mysore, 
Cochin and Travancore). 

lV*26-27. 1927-28. 1928-29. 

Number of Cash Cerfiftcates sold during 

each of the ofhoidl vears 25,7&3 21,029 17,707 

Number of savings hank uuoounis opened 
during each of the ofhoial years (iiicluding 

aooouiits it raiisf erred) «. .. .. 51,971 57,767 61,171 

It appears that iiostui cusli ccrtihcates are declining in popularity. The 
reason presumably is the reduction in the rate of interest. 

7’he figures for savings bank accounts include those transferred from one 
l>ost office to another. They show that the post office savings bank continues 
to be popular. It affords all reasonable facilities to the public, and is 
resorted to liy all classes of the community, especially the poorer classes. 

Savings liank business is done by all head and sub-post offices. Branch 
post offices do nut do this busiuc*ss unless they have been specially authorized 
l>y the Postmaster-Cienoral. Out of a total nuniiiei* of .‘3,427 luanch offices 
in the Madras circle 1,236 do savings bank business. I am considering the 
question of increasing this number in order to extend savings hank facilities 
to the public. 

»h Any person may invc.st through the post office iu any (icn ornuieiit lo-aii 
bearing di per cent interest or uiiwards, and may purchase Government 
proinissoiy Jiotes or stock certificates which are whole pieces of paper of 

1(X) and juultiples of Hs. 100, The money foi* the purchase of such 
stocks may lie deposited in any po.st officii and the Deputy Accountant- 
General, Posts and Telegraj>Iis, Calcutta, buys the Government promissory 
notes or stock certificates tor the apiilicant^ w ithout charging r-ominission 
for the jiurpobo. 

1 do not feel qualified to give a reply to any other question. 



Written evidence of the District Xtabour Officer, Taniore. 


I. — «/•(// crctlif and credit facilities for small indusitics, 

^ 1. («) System by which the agriculturists obtain finance fur expenses 
dunng vuttivattny seasons , — Agriculturists b(»rrow lutuis Irom ino lamuor^lK, 
the paddy merchants, the lociU co-operative society and troin the jornl-^toek 
hanks and fund offices. C'o-oi>erativo socieiit's and joint-stock hanks play a 
very negligible part in financing the agriculturists, since they have not been 
btaiiied in all the villages or even in iiniiortant places, in some cases. 

{h) For capital and permanent improvements , — Funds are borrowed for 
this purpose iiiaiiily from the Government and this is not adequate. The 
co-operative societies which lend for periods not exceeding five yeura are 
unsuitable for carrying out costly nnprovements. The agriculturists find it 
difficult to repay tho loan, \\ ithin so short a period, liand mortgage bunks 
which are being started and which can fend lor periods extending up to 
iwciily years will make a Jioadway in affording reliel to the hea\ily indebtc'd 
agriculturists. -’There is only one land luoiigage bank in this disti ict. 
Snnilar banks if .started in various places oi the district are sure to aflurtl 
relict to tho indebted agriculturists. 

(r) F(tr other spv< utt needs (e.g,) faiUnc o/ inomoon for land n ren ue.- ~ 
Same as answer to 1 (a) above. 

lUitc of intciesl it\ar(jed on loans and adeanevs, pif'imh of /</(///- 
menis, natnie of stnidly, eie -—Uafv of inlerest. -Landlords ami [irivalt^ 
money-lenders charge interest at rates ranging irom 12 to .‘10 per cent. The 
rate of inteie'.t cliaiged by tho joinl-rstock banks, ranges l>eiweeu 01 to 
71 per <ent wliilo the co-operative societies ciiargi' 0^ pen* cent j)tM annum. 

Verifnl o/ repoymenf . — Promissory notes got executed on behalf of the 
sowTurs and ]»rivate money-lender.s have no time limit. The joint-stoek 
banks allow’ 4o months’ time wliile tlio co-operative societies grant ])eriods 
ot lepayment From eight to twelve months in r<‘spcct of short-term loans and 
Iroin thiec to five years in lespect of long-term loans. 

Xature o/ seem it y , — In all cases the nature of srcnrily is as fullows: — 

(1) Simple bonds of the liorrowors, 

(2) Surety bonds executed by the borrower, and one or more sureties. 

(3) Pledge of jewels, ol crops and of lands. 

Where tJie amount involved is large, lands are gf'.noailv moitgaged. In 
some places Moan and sale societies’ or * ( roj) loan unions’ liave been 
started by the (’o-opciat ive Dejiartnumt and tln'si* institntions grant loans 
to the agriculturists for their immediate requirements on tlio pledge of their 
harvested produce. Agriculturists are thereby enabled to liold ofl their 
produce for a Ixjtter market. 

Part ployed in agrieulturul finaiuc by the sereral mjeneies , — All tlie 
sources fviz..) Government, co-operative societies and the joint-stock banks 
from which the agriculturists borrow' liiiuls arc not able to redeem the 
indebted landow’uers from the clutches ol t1u‘ money-lenders. 

Co-ordinafion among the existing credit -There is practically 

no co-ordination among the several agencies. 

2. Present method of marketing ptinciiHil crops, — Th.e principal crops are 
rice, groundnut, coconut, ragi and maize. 

There is no organized system for the sale if harvested produce. Tho 
cultivator generally sells his produce to grain dealers, wdio stock them till 
a favourable season. In a few eases, where the villages are situated near 
the towns or near iilaces vhere weekly shamlis (fairs) are held, the (iroduco 
is taken to these markets lo/ sale. 

Cooperative effort for marketing javdiice suggested,- 1’iic agriculturists^* 
are invariably pilt to the necessity of disposing of their produce at 
low rates even on the threshing floor, owing to the pressing need tor 
If loan and sale societies are started in every village the agriculturists 
get required funds from these institutions and at the same tima 
pS their produce for a favourable season. 
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Part played hy the different da »H€8 of hanls and hanlers durrng marhei- 
iny. — Ah htatixi alcove tlio agn'fultuHht« do not derive any help from the 
hankh in inarkeiinp; their produce. It ih the local merchant and middlomon 
that l>orroiv iunds from banks and utilize them in purchasing the produce,* 
reserving the stock for a favourable opportunity and appropriate the profit 
to themsclvos. ^ 

Interna} rent if taiirr and the effrrt o/ reducing the duty on the IdlLsZ - — 
Internal remittances are made through post ottices, hy cheqpics and by 
hundls. CJhcqucH and hundis are not used on a large scale. A reduction 
in the duty on the hills will result in a considerable inipixivement in the 
ljUse of these liills. 

«5. Vffli(e of land per at re in Tanjare district — Vulue of land in private 
$Mm‘hnse."-\u the deltaic jiarts of the district, viz., in the taluks of Tanjore 
^Mj^'tion), Kumfnikonnm, Papanasam, Mayavaram, Shiyali and Nannilam 
f^^e price ol wet lands ranges from Rs. 500 to Rs. 3,500 per acre. Jn 
iiic uplands portions ot the district, i.e., in the taluks of Pattukkottai, 
'Arantangi, Tanjore (portion) the value ol wet land varies from Rs, 300 to 
lU. 1,000 i)cr acre and dry lands are sold from Rs. 50 to Rs. 300 per acre. 

The ralne o/ land in (onrf sale. — This is generally lower than that 
referrc<l to under private sales.” 

4, Jjvgal imped uncnls to maditagi of lands.- (1) When mojtgaged Jan Is 
are sold in jinblic auction loi- arr<*jirs oi land revenue, the 2 )urcliaser takes 
the land i r(‘e ol all encumbrances. 

(2) Tlie moitgagec* has no summary remedy. The execution ol tin* 
mortgage decree is cumliersome. 

Land moitijage Ixtnhs and agi ii id f n i al InuiLs for longdcnn ciedii . — 
There is only one land mortgage bank in th<‘ district. Tiiere arc no agri- 
iiiltnral liunks. There is tlius no atle(iuate rosounes to jirovide long-term 
credits. 'I'be establishment ami working ol a larger number ol iirimary 
land mortgage hanks at least in taluk beadipiartei s with an aiiex bank 
will effcM't beneficial results to tin* landliolders and tenants ol the district. 

Working tapitid for the propitsid mortgage hanks, — The a 2 >ex or central 
iimrtgage l>ank can raise lunds hy the sale ot debentures issued on the 
mortgages obtHine<l by the primary banks, in the initial stages the Goveru- 
iiient should guarantee payment oJ jiiterc'st on the debentures, 

Lending rate and period of i e payment . — The [iriinary land mortgage 
bunks should allow 20 yeais’ time and should eharge 8 peV cent. The rate 
payable hy the primary hank to the central bank may be fixed at 6i per 
cent. 

5. (t) The sonicv to lehidi the mcmheis of agricidfural classes arc 
largely indebted .— xhy> landowners and tenants are generally indebted on 
^ largo scale to indigenous bankers and to private money-lenders. 

7. Itelations that exist between the ea-operafive banks and other hanks , — 
The co-operative central banks have been allowed overdrafts in the Imperial 
Rank of India and they open current accounts in the latter. The Imperial 
bank has since notified to the central banks that the overdrafts now being 
granted to them on the security of co-operative pro-notes would bo with- 
drawn and that the present cover for overdrafts should be replaced by 
flovernment securities at the rate of one-sixtli of the total amount of the 
overdraft every year. The relation among the co-operative banks, Imperial 
iBank of India and the joint stock banks is capable of improvement. 


//. — Imligcnons hanking, 

1. function of the indigeneons hankers—Eate of interest charged etc 
Tbcy generally lend money for agriculture, trade and small industri^. 
nxey demand from the agneiilturists in many cases, the payment of interest 
m the ^ape of jiroduce. The rate of interest charged i.s exorbitant ranging 
to 30 per cent. It is very common that the interest due on the amount 
^the period for which the loans are granted by them, is deducted first 
the balance is paid to the borrower. In the case of mortgage, the 
IS payable annually Nature of security offered is M^onal 
liiPity, mortgage of lands and other properties, when the amount mvolved 
pt *nrgo« 
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6 . Method hy which the rate of interest charged hy ihc indigcnone 
hankers can be brought doxni . — This can he brought down hy iho organiia* 
tion of co-operative societies and hy the issue of loans through them to 
the needy persons. 

7. Prejudice against the indigenous hankers , — The public have a pre- 

judice against the indigenous bankers owing to the unfair methods adoptinl 
by them. When there is suATeient se<‘urity for their loans their ooikhuu is 
only to take payment of the inteivst alone. Instances aro not rare in 
which many persoms have lost their properties ns a i'<'sult of their liaving 
borrowed from these indigenous hankers. ; 

8. ]\feans by which the imligenoH.s hankers may he made more scn'iccaldOt 
to the community , — Legal measures may he introduced so as to ensure thl^ 
this class of hankers is more servic'cahle to the eommunity hy making 
obligatory for them to adopt a definite rate of interest. 

12. Amount of money with the indigenous hankers , — Tt can he fairly*^ 
assumed that the uninvested amount remaining with the Nattukottiii 
Chettis and other rich people, if diverted to a regular banking purjmse 
will be useful in meeting the re(|uirements of the indebted landowners and 
tenants. 


111. — Invest ment hnhif and attraction of capital. 

1. Existing hanking resources In the <Hstri(t . — Joint stock hanks, co- 
operative hanks and indigemous hankers aiv the main resources lhat exist 
at present. Deposits from the resourceful ])ul)lic and from the i)ublic 
bodies such as the district hoard aiid the taluk hoards aro the sources from 
wliich the co-operative hanks i*oceiv(' investments. Tln^ sljart^ capital and 
the reserve fund of the primary co-operative soeiolies also contribute^ in 
this direction. 

Existing instil utions to encourage savings, — (1) Postal savings, cash 
certificates and Governinent securities. 

(2) Various kinds of deposits made in the co-operative hanks and 
societies and in the Imperial Bank of India. 

(3) Provident funds suhscrihod by the Oovornment soivants and hy 
the employees in the loc‘al bodies. 

(4) Life insurance on a small scale. 

The habit of saving can l)o enhanced hy making the cash cert ificatcs 
more popular and hy reducing the jates at which these certificates aro 
now being purchased. 

f3. JTahits of Indians with reference to their moneys . — They liave got H 
peculiar habit of investing their money in jewels. 
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Wrltttn widMM of KJLKt. 0. K. vaifKiTACHABITAB Awi.1. 

President, Panchayat Court, Uttlranmerur. 

I —afaiffiriu »&ujk,BiAiri£i «•-* «<a.i.i!iu«iu3 *»0*6* 

»i.dr •!##«©«>. 

1 ffi®« 0s^msA)uLQ ^iosorreSeo ^si^uuCu «[_«r 

Oat*®® jy^su>/r« 

la ©u/ro. «T®@Sc5-y?«e5r. «/0a^;W@«r 

A. ciu^/ra/ir ©<f 

SL^&n- €k;nmi(^Q^fr^^* 
mi€tsiJru9^ 

*t_ar O««»a/uj/ruS0*®u) ^suftrSs&sjs ff<T l-«@ 

MLm&Sr ^ ^ ^es>s eUL.i^L'iS6VSV/rLC6V 

«a?ot_u3(riiS0«®LD. 

-T^Awroj u/r®©A ^AA'TA'^jr&^mf^ jileo^(3A_^ 

■ ?*inir«r^«(_«r«Sstr ^-^p^/r^s-T-jr/raofPi-iA/©^^ Q<m^ uessr 

©m^«0j»rL.ui9. 

»®.o , ‘rS.d. ^ooS ^ jbsfTLDei) ehi^eu/rQeSQili, 

^ 6 u/^ u« 8 w j^eu^JTAjSias/rs LD>rp^ eSp^ 

^QSf^iram uIj ,rjr«® 1 * 0 u/ 7 -(l /«0 «fi/D«uu®e/r^. ® 6 u/r 

^Xowbb) QsiressrQQuiruj loessri^arfeu eSIpStn^irsetr. 

o ifiif'asaiaSpff efimuSsw Q<fiumih ^a^tuA^^ jt^A'I' > ^JririlQ (ip^aSiu^ 
®'L.««afl 6 u ^eu^ir^sfk ©Aeo/ruj*) 

*“^® O^'^^eroa.^^/reu .f«/r<uu>/riqu) 

^/g/TUJLDfriLld) gP0<ff@^* 

3 „ ^eomiear sr^rf- l-«@ 100 ©u/riu (ys^^ 200 0 uruj a/«ojr«Sw 

«0/b<UL^ (Roto nue sale) Oraiesfl^ e0^u8wr««fla) «Saa>.i0 

i •j(r«tb«/r«r ®®<fLDUj®dS«f?«w o o.- 

* (^ (Js/rrf-L.® i^dSmafifiruif. ereoih Qurth^ireo /s/iar^/S^fflew la^y 

v-<^ 1 ffii^^/DufcwuSA j*(rw;»^«9w fiSaw«@ui CJu/rili^-sS®)* 

' i-«® U g)# ouTu^jTLOTssr^. 

(a&b) oW/DuSwaoB-rA /ffso««/rjrfl-«@^@ ^a^L_us o-^u®e/»^. 

4 u/r«@««<?«» 6 r^«J®^^uu®ti ei>L.Qtrdt-irsm tSCBra^ 

mta^smiTiu ®0ar»(|a/4r®io. «t_ 68 r 9 «t#^c 
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iWuO#4iL.if4i«r ^utrirm Q^iuQayT^me 

mA m^GBT Qmru/ruim Qpmxk/riiLi mfmtoirmQmtiArQhh 

«rdr m9jS crpufrL^irmQmi^Qth, 

ft« utSiRQth mm^uirirM^dm m^mutu 

in/rujQ^frQdm 0 srjru/rQ Q^uj^jrd) ui^fflGih m,^^u/r^s^d(^ ML.mQu/» Oifu 
(^^ptLjih^ SfjS4t ^mtrtutMtLt ^Qu> Q^uj 

u-Jtrjpi, u/r€un‘jQ/ Q^MdStoj jsJSMmfl^ittk ua^f^saB^ih j^mf^9jiAir€sr 
(yimpQoj meuQmir^L^dfsmth ^/rdmitSmt mlj^ Qmtr(d,d 

;gireo Qt^drm 6 jnru^memm> crffi^m tBjfjd i^0€i^(y^Lb 

jBes>jtjB 4 ^ /Bmd/Mmr SKgQuirm ^w^^t^.njfrij^Lh. g)uuu^ Q^tu^rrmi 
Ommjpi QmtLdimi^p^rM Mudr ^L^tshr 

4s^d^ih^ Q^treou Qsir/s^d^trjrirmfgfth /smetm ti^Q^^a’iLiLafr^ 
maifr^sdstr eSilQ Q/i/geoirm g[umm^d(j^ (tuit^ih § 9 m^iuth 0«B>>ptL/u> . 

gL^frjrmnno’M^ gj/Bd^ Q^iLuj/rpjpi ®6i>ub J©0ULi j^tmd 

mtLQ g^mtrjB^nrd} uuStBQih uu/r/r sin^/r 500 Gu(f^d(j^ (i^m>/DUj/riM^ ^df 
mm fgg^Q^utnuji^p^ (j^^wresr Qu/riueSilt^/rd 

«eyr. gjdrgt^QfiLD cSirfi LL/r/gqpih QufrvudOsirgaiQ ®0dB^0^/f(Seyr. ^pjg^u 
udspd^ ssiLfrsBQfLb ^SeeordaLQ Qa^LouuQiL. 

g^Q/gintrjdff) ^(^Lpd^i^d) j^^ld ^i£u^fieo ^0 ^^sssrdsCQih 

^ajSujld, ®6OT68r(iptb ^Qjss: m(ryL£niiaB€trir^uj QuQ^iiiiHsfrySI^ Sijpi 

Gs/r^ S}/^^ Q.o'fruiiE/ds^d(j^ Qjseoeniriu lcQa/ dFiEuLD/rtu Liid)€Slujdim 4 r 9 tm‘ 
^ss>L.u 9 d) 6 Bd) Qmirmri^dimdr ^g^Stuih. 

mi^Gsr gu/fdi^ih eT&^\p ^^dis&r ^bq^l. jdui^/B/gth ueserdmirM 

ffli^ih ^;dfiu 0 fijnh €i(ipfid(SsirQji^ ^irir t^iLis^dmtrm Qjrtrdm 
a9^ff/r €r(^^dQgk(rQidB(ffir^mr,^ S^jt/g m*y^ds^e5>p (g^es>pdM guyS^Q/gu^ 
^d) (^mppfis mjil.tst^d(Q umih erjnrmrub/nu Smudd^^ih, gres>^ ^gtjr/ksmr 
/Bmmm jBevd/si^isfrGuj Gu^Qeu Q^rr^gsr cr^kja’QuiSf^ uuStHilQ Q^nr/bu ^ili^ 
iL/Lo G)<£/r(S4^ tffeSdmdA^Qih, ufr/ijQm^d(S tsf^uirSiL (srirrrerrijDfnu 

^6a>L.«0db. 

^jTfr sviLt^ QsnrQd^SQpa^iufruid) g^ut^d^ u^^srQfah QubwrQLSi jy;a> 
€T(!^^dQgsgwQ gu(^w/Bfr^ih (ipdjFeSIdeQm Qjr/rdsddf^d^ 

er(^jBdQ 6 B/rQuu/Bfr ^ih /Beorasefr ^/gfig^frfBi(^ugu/r 6 s^d(g su/ruLO/ruj 

/Seoih er&s>^m^ih Q^neou ^^erretr^frs 

0 f^Lb vaLga^jTitSLLQ ^esr&^oj (Si^Gujj^ 8 (yiTigdr, ^sinoriu ^eSld 

8 p &gsrdig^^Lh gSuiSIGi^dgu Qg^iuiu e9(^LhL\S(^frsdr. dfguirm^diQ pdm ^mtr 
lULD jg)df eS(Sf>tupfid} erpuirCSl Q^djg^^ ^eomriu SlQ^d^da. ueeardssir /rirsdr 
ptBsdr ^^drsihuirdm mifBuanu ^mpd^^th pfrikderr dtjS^ «i/Ll(f. pfks&r 
um^^d^ Oup ^tQiuesr jpt uessrih QsrrQ/i^ Qjrirda Qpdg^eSlddtfr eu/rtk 
^ 8 (^/rs€ir, §ipe>p pQdss gu^fi Q pL^QgummQiih. f^ihiLfrjSdf dfr(guis^ Q^uj 
(L/u) (^u^dr pd^uuu(bi€iJp/rw gS&J^triu^^eo pmigs^d^ tL/b^rr 

d^9S>p pfffkmQefT ®y;>P 4 p gSQ&an^frsdr, 

6. Opd) ^ppd>, SL^^dsmu ^fs>uppd)^ uareif ^eupppd) QppeSfuj 
^^A&r 2 ^dj^Sdi ^(j^dSesrpmr, ^pjdserrrrev ^^QiudBfreopfid) eofruth 
^ts^mdr eSw^truSgsm ptrrkisdr unS/flQui y^LS^J9d) pmmdr 

#/r€U(x^^a>tfB»^tL/LA O^eveSu ^m&auLh er^QQpGpuSd*^. cSgu^iraji^d) 

^irp u(^misimmBd) dig^fr^sdr pdm Gwieusdr^ aDS^ilt^esrih^ j^d) 

^puMf ® (LppgSoj Gwleosdsrr u/rpsiSeueofncid) er/buQp^ QssfrQp 
ptrdo pmLnmS(sdmmitih. Sl^p&^ ^ppfri^s^ Odiusu ^dQiu pirBsevtu ufrm 8 

S L^AJiDiroj erpuirQ Qdtupfrdf ^alo. ^gufrst/strQuj iS)p(g djjsp dP^dsd^ 
dvup/Qmffdrefr erpufrQ O^tueudi 

7. LurdfBi^ df&g^Sf purrd) (tdeSAdv u/rmi8d» moid^ib ij^jjfrffiLs^d^ 
md^UJtrffiJrMiSe^dsr S}wmf/ruid> LMsrth erpuffQQ^ditUdP pmib. 6^ 

ii^frppjB^mmeiflm). ^CS«r#/f dAmms^d^ t^uir8C ^p 
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QuSiu Ssmou^/rStu S^g^ir Quirdrp 
Treasory j^yub erpu^^/d^^ QjrirthueiiLh ^^mjmnh m.ekrQ, 


in — «iili^A§u OuiilitaacyA^ «i^AS)pi£ ^to^mda 

OiFAft^dPus. 

2. u/riiiBs^d> Qutr^ ^esrm^md^ ^fr/i fiiuuMr&sr €u^^dsdr 

Q^iUiuuui^eSevieo, a. /sfrweanms, vblit Sub- Post office SavingH Baok^ 
^a#dPirLO/ra uttarth ^B^uirtr Q^iuajuQunr^eo puQunp u^ssrih 
S)^iBO ermrjp/ih Head Office m/irwmy^ds Qpis^tLj 

QLDesrjptih Branch Office ^^uLSeS}uuuilj^Qpdr jpun Q^rr^p^ih 

wuyi^d0/imp ^€^/r Gi>eu/B^:^d^Lh u^rr 

ffuQ pmsu9dt (^eDpjBpu^fm^Lo ufr^ QaLLu.^L^€ifr Qs/rQd^LDUi^ 

Q^esyeuajireer Cash Officer ^(^d^ihuts^ €u^ QsfrQuu^ /sAuh, 
gluui^ Q^djujfrp^ird) ^/r/s^strjsig^ Lopp^irs^db ^u/rfftl 

sa>4^d^(jy/rs6fr, Lo^ufresnh ^u^d^ih iu(^uiSI<ssriT ^eSjor inpp erpd(^es>piu 
«r<w6U/r mn^uu/r(j^th ucssrp^md euiLis^d^u (£u/TLLQsD€udQ(yi^frs&r» 

LDpurrmiL f^^uj erputiu^/rd) ^Pd Gj^tjufr^db is^urrd^iL Q^iuiuQfiu^ 
ILfth, 

(Translation.) 

I . — Agricultural credit and credit fncdities for small industries, 

1. In the (Uiingleput district, agriculturists generally obtain loans from 
individual persons, w-operative hanks and Marwaris and also takavL loans 
from the Government. They generally obtain loans at 12 per cent per 
annum. If the amount is large, they raise loans at 9 per cent per annum. 
The loan is re])ayable within six years and is raised on the security of 
immovable properties. Merchants aiul tnider.s are ln'iped v/itli nioiicy to 
a small extent lor cultivation and for making the lands fertile. 

Agriculturists obtain loans from the co-operative bank on the security 
of the produce ke])t at liome. 

It is very essential to devise means for reducing the high rate of interest 
charged by the Marwaris. Each acre of land can fetch a loan of Rs. 10 
to Rs. 15. 


It will be helpful if loan is granted to the agriculturists, who are in 
need of it, at the rate of Rs. 10 to Rs. 20 per acre if the same is 
recovered without interest in four instalments along with the Izist collected 
by the Government. If, instead of this, the Government grant tahavi loans 
and recover them separately, it v'ill cause hardship to the agriculturists. 

It would be better if the Government collect, along with the Jclst, the 
land improvement loans granted by the co-operative bank to its subscribers 
and hand over the same to the bank. It would be well if the co-operative 
hank also co-operates in this matter and carries on its work as stated above 
This would better the condition of the agriculturists. Just as the i-evenue 
without any outstandings, the land improvement loans also 
will be eollei‘ted without any outstandings. 


pt'i'sons sell away their produce on the threshing 

and some others stock their 
pi'oduce sell it at a low’’ price. Sometimes^ produce which is worth ono 
rupee is sold for one and a fialf rnpees. Some persons convert paddy into 

As regards the sale of produce, agriculturists are nhlio'A>i +« «nii •. -ii. 
out anv profit in places wKere thwe are nl pro^r fStl 
and otliei means of communication. It would he helnfnl 
arrangement is m^de in this behalf on ro^^ewtiv^cs! 
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t ^ ii. Dry lands are selling at Rs. 100 to lU. 200 per acre; 

(a) Iti I'evenue sales, these lands sometimes sell only at one*fourUi their 
projHJi* prk«. 

(b) It they arc auctioned in pursuance of court decrees, they sell at 
thrco>tourths their actual value. 

(<•) By private negotiations, they sell at one and a quarter times their 
l>ropcr price on account ot competition. This is profitui>lo to the sellers. 

Landholdei's incur a loss from the sales referred to in (o) and (!>). 

4. Those who are appointed as directors of banks should own extensive 
property. A rule should he laid down that, if the subscribers fail to repay 
the loans taken by them, the amount should be recovered by means of sur- 
charge from the directors who have recommended these loans. 

5. If, in the matter of securing ci*edit facilities to the agricultural 
classes, arrangements are made for ttie grant of encumbrance eei*tihcates by 
the Sub-Registrar’s Offices free of charge to i>ersons i^ossessing capital, it 
will not only reduce the expenditure incurred by these classes in this con- 
nexion but will also be very helpful to them. If the Government construct 
anicuts in livers like the Cheyyar and the Palar, which flow through this 
district, and small masonry reservoii^s at jionds tor purposes of irrigation 
at the necessary places, the tanks in many villages will invariably be filled 
every year by the freshes and the lands wdll become fit for raising two 
crops. If this is done, tlie practice of the agriculturists and persons 
i)ossessing small iiroperty of leaving their villages and going to Penang and 
other, places for eking out their livelihood on m^count of tlie various debts 
incurred by them in connexion with the sinking ol wells, famine relief, etc., 
and of the liardships exiiorienced by them in their villages, will decrease. 
For instance, as there is no anient to divert the water from the Cheyyar to 
tlie Uttiramerur tank, not less than 500 persons belonging to the agricultural 
classes have gone to Penang and other iilaces for eking out their livelihood. 
The agriculturists are still leaving for those places every month. The 
neighbouring villages also will prosper if an auicut is constructed. Similarly, 
the construction of an auicut is necessary near the Tiruinakkiidal village 
also. Again, the construction of masonry reservoirs is necessary at the 
Malliyaiikaranai channel near the Nelvay pond for several small villages 
like Perunkoli and Sirukoli. 

The poor people, who borrow mojicy, execute, on account of their 
difficulties, usufructuary mortgage deeds in favour of rich persons as well 
as cash bonds (muchilikas) for the full interest they have to pay. If moans 
are devised to check this practice, money will be largely available at a low 
rate of interest. The jioor people eau, under the aforesaid arrangement, 
cultivate their own land.s and manage to live, paying the low rate of 
interest. As a result of this, banks will get deposits on a large scale. 

As the poor jieople go on executing deeds for the interest due, being 
unable to pay the full interest, and as they execute cash bonds ou 
usufructuary mortgage, their lands very easily become the property of the 
mortgagees. On account of this, poor people and persons possessing pro* 
Ijerty to a small extent leave their places and emigrate to foreign countries. 
Even those who lead a happy life wish to work for wages. It would he 
w'ell if proper assistance is afforded to them in this respect. With a view 
to reduce their income-tax and secure a high rate of interest for their 
money, rich persons advance money ou usufructuary mortgages and obtain 
cash bonds. Means should be devised to put an end to this practice. As 
agriculturists thus sustain a loss, they themselves lose their enthusiasm in 
agriculture. 

6. There are tw^o mills in this place which are used for such purpose.^ 
as the hulling of paddy, decortication of groundnuts and the grinding of 
flour. The people derive profits from these in a short period. 

There never arises the necessity for agriculturists to spend their whole 
time in the fields they cultivate. It may be well if aiTangements are made 
for their taking to suitable industries such as hand-spinning and weaving 
during season.s wdien they have no cultivation work, without prejildiee to 
it, and for the co-operative bank, rendering assistance in this matter. It 
is also necessary to make an’angements for their lecouping that amount 
themselvos later. 



7. It would be well if an arrangement is made so that no money or^er 
{KHnniission is chargi^ for money remitted to banks or to the post ofike 
savings bank for being deposited therein. Many persons in the villages 
will remit money to someties for being deposited therein. This will augment 
the capital of these societies. Further, it would be highly advantageous if 
a treasury is established in a big village like this. 


III. — InveHinent habit and attraction of capital. 

All possible facilities have not )>cen afforded in savings banks to the 
people. For instance, the practice of the »ub*postm aster of this phu-e 
saying, whenever depositors go to the post to withdraw incnej' from 

the savings hank urgentl}^ that there is no money on hand, that it can 
he obtained only by wTiting to the head office and that the money has been 
remitted to the branch offices, should be checked and arrangements should 
l)c made for sufficient cash licing left in the hands of the official concerned 
for enabling him to pay at least half the amount deposited by a person 
ns soon as it is demando^d. As this is not done, merchants and others deposit 
their money in suspense account. Excepting those who are addicted to 
drink, almost all the other classes invest their savings. If means are 
devised for getting rid of drink, oven those who are addicted to drink can 
make deposits. 



Witten erideaoe of M.R*Ey, C. KATfDASWAMI GUPTA Avargal, 
Secretary, the Tisayinvilai Union, Umited, Madura. 


£»t.i!iu^j^a!rcor 

1 (a), (b) and (o). — 6i9oi^/rtt9«*3sTr, Q4F/rjBjK uuSfr Q^tu 

tLjih iSeu^/ruS creir iSprr /Scoseofid 

€uirjr/KjSpQdsrr erQp^^ ljoS/t Q<^ujiL/Lb €TeBrj^LD, ^ 

iStfidm^ki/rLh, 

Q^tr/zu ^ccLD Qf^-rr^jgLDfTfX €aiiSij;i^(r]^dt(^La 6 i 9 a/ 4 F/raS<ff 6 rr, uu9/r Qstu^ 
fBpmtrm GpuQdb Q^eo^/h^^ ^rr/Sfr/fsssTfOfrm^ Qeotuir 

CB^^dsfrjri'^effii^ih^ pmss fFiLu^^^urfleoTou^^ LiQjrtrQmfnL 

l^«7 Gu/^a/r a/^, LD/r#Lb 0 U/raj 100 - €ULLt^ ^uirdj 2 

«ffL- air euirmi^Q^/r&dr, ^uuu^ ojrfEj^uuQiM isu<^vrs^j Qu(T^Lhufr eSeu 
^frttSaeir Qtf'iuiuuQun (^ch uuS-fi&fr Loir^d) Sitren ^evr&Sieu jS/ressr^ ji at^esr 
€UfrfEi^ihQuT(^/E a/Ll^ q/^sst ^iLezjireir&vfrdsd Q^rrQddP 

tSiLQi^^ eijmE/(6^€v^ €v^d6ELD/ru9(j^fsSp^, eSeuJ^iruS^&r js/eis&t /Bfraurtuu 
Gtj/r Ji^uSDu tL€6sr/rjk^, (^/£Iljl3iLl^ ssfreo^^^, eijriBQuj ssL^dsoTf^ Q«r eyi dB 
eSlQS^/rsm^ ^(sutrsB^ ^tws&r LD/r(^ 2 su t^2eos(^^ eSp 

ul^Bvr Qc^ul/uj dprfiQQp^, uuSfr Q^iu€ujgp6S(r6s ^ufriB/Muu^ui 
Qs/rQdauuQiii aQetDinajfTGsr i^iLts^uS^^Lh, Lo/r(^^, ubT/rd^HQ 

eSpulksr Q^iLtu Qpis^iutrpprr^ih^ ^essr&DLDuSw, ^ms^/ruSsek, 
prriksm Q^ujuLjLh Q€u2(soi(^p P(3PP ^eSiLffsJd^u Qu^supp^ (y^u^uj 
dOeo^. 

g)«iP jg)«//f<ff 6 fr ^/®<s 6 /r /Seomm^S^ tSFir^^pit^rresr 

^tjf^d^pfild^ QsireiwQ^irQ&jcssrQaitn^^ihj (JldCS&j Q^/r^eSiu Qp€S)p 
€5>ajppfr&n-^ -gy ^^ffid^Qeueissris^iL] ptrti9nj^dkppi . 

sQ^uiUJ/regr m/Llp.d^d SL^<ssr tk/zr/^S, /Seoth &/rfi(W pp^ Oir«itu, er pp 
eS^^fraSiLiLD ptestd^ujinfriLi , ^uuis^S Q^FiUGdtr^uSi&sr ^ (^etf^dmuQuiriu 
Q^p$B>pu i^&uj^Qufrd), ^/rSq^pp^ Q^iupt rS^iSI^Q^p^d^d 0 «T«wrG) 
€iJ^uutlL^ ^eopes>p SL-.i^€Sfrj[r^d(§€s QsfrQfp^shiLLQ urruufffr&Jirfir czahr 
upt /B^^uuih. 

Jg)arf? ^rrdiBfrffl&SlQ^ppi ^eo ^/r^((^pp^0^u.)iv, QsfrQddsuuQiii ai^^eo 
eQwi^/niSxek jJ/^A-CUld Qup (y^t^iLjUbirQfsuetrrjpi s&Jez^uQuirih, ^irdsir/fl 
®5?0^4P OsfrQd(ffuuQLb fsu&rrseh-, (^^ppp tuLLtsf^d(g,d QairQddsuuQSt*^ 
pm* aScu^/ruS^eh" ffrrfiQi^ pp^ Q^luujuulLl^ /^m)p^eSi(7^jBp>, Q&z>i^d^Lh 
LOtf'^cb tiJQ^u^iretfr p ^eSI(j^p(£ Py ^uhurp ^(i^ilu Q4F^ppppdm eut^uS j gyi ih 
wujpirdmmr ^frcnruSppi, Q^etr^BffliutshSB^Lh Q^ujpj Q^/rQsdsuuL.i^(Tj^dQdr 
p€P, ^ffSBrmLCttS^ eSlQjp/ruSAiiirr ^pp pf pp^evia€z?jm ^j^uvQdm 

Qpn^iueSfdadmf* g)fid) 9irfiq^ppthQw9BBfiq-ujp^ ^mj^ujth, 

P^ jBeopesip Sfr^q^pp^Q^ujuj, «L«.ar ^B^arcsvuuth pfr^d)pfr 
(S^(S ^€S>ppppiy ^^^irp airmpjdp^u tSesJUpfrek si^bir 

Q^djujuuQBp^, \p)ppQ6iDu.iiSm d^pp e£leij^in6l ^^uiSd^tii 
pi^umm^th Qurr(T^&r Q^eoeinh tJJdseijLb eSemessruuih 6 T(^ 

d^ihQuzrQp Qsrmnd airostfr^d^ (srpu'^ppuuiLQmefr ^ufiia^eir IOO '(?0 
5 QdsitQji^^L.Q^ma’Qih, Sissri^j P/PP ta^ Qsr^et^f^ 
jnrd}^ SutrdsF 0^iuiuuuL.(Beu€ikru^tufi(j^dSpp!, ^euzr miruRtr^svr^L^ ^pjfi 

^lu&pp 9 upfiQujfr 65 &vpiT ^pcofreOy 4 ya/ 0 (flr 0 ^u/rtu lOO-d ^0 7 erpuQppu 
^Cji^^dSppz, ^€i/eum6i!>m ULjLDy arapip Qs/rQpdPt 

d^ 4 Nt@u Ou/r@)^Lb, (^LDfrmpird^BQf kh, Q^^sifrsigfw, ptmmtmr 

ti^ii d^d^/rmBd@LbutfL (fm/tArQS^/rs&r, ^ppS^i^uSdiy siPP tO|p 
pftjpmr ^doFd^uh OjT^P^u um>Qp0S>p 



OsirtimQi}>(tuinu^tQsrrei«rQii£l(S*^P^- eHifiniSiL^ih ^0^ 

jriMirAt.u^Qpmrn #/rji!«r«/r 4 yt^»«®u> OLj/ 7 -«CJ««r«Liua/®B 9 < 5 «&( 3 P>^. 
QjsMM fly fix erpi-jQtli lOO-*® 

Q^djfi QPA^^i ga/ssr^ fn^iriu 100 -s® of 

aviB(s»'0ir^ ciOiy-«»« ^esard^u ufrrd^ui 

Qu<r^ mes>lB00^ 12 jyww^, n auLluLa/W-irityui assru0e>0 g?® 

fi^fiKLb ’ uajOtds(U>u^0Ji^S‘‘ gjaiayerrey 0)»idr ^err/r^ 

J/S) ©«) ^lXlUJ«^srfw ^sl_63r ui-®a//ri_«r QatuajuLU-mn^ui, QuiriL^S 
ffjf, ’ ®(Ti 5 «w/r^ uil®a//r(_x-esi/(re)^ii, eriioyj eUmi^iriS, 

Ojrefi^ilw ®«rfliueu«<_®«@, «r«rjxu) ^ySlajd^irjr&»i6lm/idf. 0 «/«ar®<^ 

QuiTcmmQsirQ/i0i, e.^rf« 0 «/r«»r<f ©««^^a;«wri 9 -lu«/|g)aS^^e( 5 ««r. ®eu 

^uj/raSdr j^€U(^€i) eufr ra^uuLLi^ si^ear ^ire^ernlQfiutrdsuuQlA^^'^^^^^ 
evr « rfluQufrn-ilQ-^ Q^ojojuuQ^. eijfri&Suj Q^rresi^ (Lp(ipwa>^tL^LD 

fi^Qjr Qinrr/b/Si^fr^ Q^tuiu erjbunQ Q^ius^^Q^fr/r . ^sCiGt 90 

<SL.&«r «t/r«<s (ipajp^ Q^ilj^ eQe^^rruS 

G)«/r( 0 <r(i^LD ehiQj^LLULLfrLurrek. f^^Q^{T(T^ kjrfTLDpfi 

^Lh jB€S)L^G)uff)j)isQafremLif,f7^dkp^. erpumLu^ei) 

tjrp)ih dfi^dr (y^«r ^jr^TLL.eSl(T^aB(^ir^&r. 1883-«/^ a/ 0 a^ 

jSeo ^Qi^pp^ sudsord ^sQib, 1884-a.'^ , cjSyoi 

<^/ruS«Sfew-« g)0<^ 

jSfeoeuLDuS^j 9(5^ peb is^JiL^ih Qs^iLujuQu(Tmp^^^\ 


^oinl ^uSrfiu.J^ Lj/r/»0, gg/ruStfKw® efuL-./r<5f0 uiriif^ QppeSioj uir mS^etfi^ 
(^pp prsj^^ ^eoikia>'bsfT ^rrefheupLnfrssr Q^iueu 

p p(Q ^L^fsst €ii(TfEJ€:(ipts^iu(Tp:* QurT ^^ifTiS iSlu^^pfru ufTf&^&etr eSturrufrjr 

Qpjiif^uSwf 0 ^^*^ <ffT6V<j5«L-6^«6rr lcl-(B(2lo, Qa/TQtS^<^p€i^» jjie^eu 
^mrr^ & pp eSpu:.iT6sr 9LuQuj(ra(!^Ui §)eLfT&qrj^S(^ Se^u uuprrs^ Q^/r^ 


Qpis^LUfrp}. 

UQj^eu LOWLfj Quujujj LDpdurr^^Lh^ j^d)&)pi /^euei'rfl Of^ ^ppCSa^em 
Ls^uj mfTevp^ ^ii>y ©taz/raef/- qp^^eo Q^rrmetjr^Quirioi) S-^^ffl^&rrerr 
(Jei)tnnrQpe^)]^a[r0/r&'off}L-(BLD j^y sdeisuLiurroi euiLts^dc^, «L-«f»r m/iriBQ^ 

^qyiTStirr^ ji p^y 

<3l£>Q€o Q^tr^o^esr A(^L^fws?mQtLiet;€vfTLh, ^sSirp^ Qs^iuskjp 

p^ ^C-Qp^ij^ /Ff^6BfSJ6S^y (^p/ri^^suuui^q^sQesrpGfT, ^pp 

c^/a/*F/raS<«g5tf0<^ ^fr^rcap /Beo ^iSeB^hp ^^^n-tSB<smh^ eSeUiFiruJ Qf^9L^4 
stTs^jiOy ^€i/t^uQuirpt Qeuei^Qih «L-«ar, ^es>ppp e^jil af^S(^s S€a>L^<ssSppj, 
gcb/f«e^ «i//r® 0 ic tSL,€tfrs^S(^ Q'^frppj ^i^LLfretsrLhy ^eoevp! p^m ^c^fTLSmr 
Qufflik) fpQ e^imm&uuQi^rp^, eiiidsmLnh LLfT^w^ laSa/ef /rc^stSew' &Dsd(g ®i 0 Lb 
miT^pesip pei^esi^serr ^/remtu^ Q^ujujuuQevpireOy 

ei/j’W^ucu/f, AQ!f*L,LSk^k/S^y ^^^Bointhy euL.af^€OujiLiu:iy ^{ei£spJSp(^,^ Q^^PP 
G)^efTsrfnLiLh <arpuGQpp . lditi^Ssu, eSeu^sriTddS LoirtrsALLis^eo p^eu eSdsu ld^ 
ULfL^Asr, p€i&ffsr srreop^io eSpu^ (o)<fUJiu(ips^iurruipQu/r^^y <jo/r(g 

Sa)<^ ^iBimp^p^ «/rL-£^ peu^muuip. ^rwdss €BL^%Baip j^rrppieSlueijLh^ 
€u^ fd ijpuQppuuuuf^Q^sSppt, ^«CJfiL/, g)Lb(ipstopiSl€o €»i9^<^/ra9«seir, jyjp 

uiiiVff0U3 6B^up^^(^Ppi j^ 0 «t/r^ j^PisuuC’^ 0<ssS(r^ir6B^. 


/Bedih QA^frppL^JweviTp si9^i^/raS<refr, Gnr/retruifrm /Ssaih es^eupptd 
QsfresBrtsf^(T^d(gih, /Siieo€B<sB(r sTn-sefUi-Lh aiLQd ^pp0S>6S6s(SsT ^A)€Dpf tuirjrp 
jSpQ^ir peoih uuS/r QsFiu^t^p^arfr, milGd (^ppea>sdsg er9pp/u 

uuStfiQih eSi^cFfTi^Aehy Q^frpp^^frir/Ts^d(^y €£l^mp txifrmeSid) Qfi^ 

cird) ufTsppd^ (Q€(5>puj/rp ^&rcs>^ QstrSiuupfr^Sy ^uLfdQ^rrimQ uuStr 
Q^djprrQ€QfT(fiujy {dufrpjt^/ras jBeoiEJ6Bm defDL^uupi 

^pp «/0UL/ tStus {TuS^ppd(^y ^fTp/rjresia-LofTs /Beod^srrjrfrmCSefrf uuBjftQih 
Q4Fco^d(^ du^ Os^Qppr •~peif&0*frs&r^ ^ppd audsv eSeu^fruSsdr ^irm 
(^ihQufr pty^dsfrSp mfr^^ASIe^ sireud Qirtup^p^ ofidstreo cSimtd^ ams^d 
0« QesH^d^ih Lo/r(g^ ^euds/rjr/raQfd(gd Oa/rQppjeSQtupirs^ M^^ppLo 
9diijjpQ^ffdr09i^/rs0nr, wjr(^dj ^jiftm/gDuiu/retfr^ih /8€i>d Qdrrppidfrpir 
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(iP09SA> OsifO^/s StuuA 

imrfV^^iLfih m>^uuAjS4Qmfrmrmf^(Sr^> &Am (y^^pjsir^ 

tmnh utSir Q^FujjL/LoQurjRLO 

sti^L^uuLLQij uiSffliLi^ «0aL^#/rtt9«0, ^^uSjSA) 

QPUi 

Q^^frQjgeSl O&tuiLfth ^frei^d^irir/rmQ&r si^eh^ 
04*/r®«*« uijptuufr^^^mresr^eo, ^rd^irjirfr^u^ S)jSjr ur^m^^m€trr^ 

^ ermmj€tsrih ^/ssS Q#ujujtf SLfflib ! ^CQpCif ^fijmmi^err<5k^u Slj^^ 

^/ssreupp /SeoS^ervurr^jgiT&mm esisutr&pffiu iS0S)LppafdQsiresti‘ 

i^(^dQ(iy/rs&r. 

@)jBp ^(^CiLi[T(T^d(^pp(T^ t^frdsff iTf (ynipGsr (ya^jSiso urfimirjr^Q^ajiu €t!dS) 
0>fi-(?<w«sw'®ti>, ®U0LbLj/r,^(iPeir6ir ^^jSjnr^u.iT^Qmr /^/juu/ri 

Qtuii^fresr ^ ^(^d^drp&srir. ©AvraSsfr Qp^Qearp^tnjs 

Qpeii s^/BSistsdrpn-^ (yid^oj ^frpssruifris ^uQuufr^uuQih. 

ciisi^ih p&^ppeS ^ ^(Eissmjmek ms/nSlp^d QsiTQd6s(T€usi8rQLh. 
^pjr ^(SuutriT^m^ ^Sldsih Gup^imerr <^/ws/s/^&fieS}(j^jBjp ^euird^d 
mecsrts^uufT^ ^eodQ^L^Q€u€sar(Bih. ^JTirtSli^fTa^eouuj ^iwsfw^dKT 

Qiu^wfrth^ Qeou/f Ls^uiTfrLLG}LD^L_/rrr, piwM.ai^ea>L^uj Q^n-^p Qpinrmr Qmp 
u/r/f(SC5a/iiSc^fffp GneuppidQ^trmerr^BQtessrGih. eh^C-Qp^n ehp/ruesr/ijseffieBr 
^QeoirtFdcvr^uj, ^dia^uQuirp) QmC^p Qpfflp^QsiressrQ Qeou/r a^ufriru 
Qineku/rir g)A/ Q^cssrQLh O^LLjp}QsrT€SBns;i^(m^a 

eo/rih, 

^PJT aLLlQ/DQ/ ^^^ir/ra9L./f ^(rd^rr/r 

s/ril-L-Q^xjeAirLs^ujp}^ ^dsr /S!ajes>Lniij(Tppj, mpm ^,w4Sfw 
AfiBiru<2ufTd}y ^^^iTTeSlL^/T gSwi^/r Qs^eariljrco Ufr.'i/Seo suesr 

QiHi^UfTS^dt^ 10 QJilis^dj^ ^ Qs/tQuu p/rev, pdrmLouj&j)L^uj 

UirrL,L.T/TS6rr. ^isd^urreSlL^ir ^iBidbiks^dr^d (^^pjsp euCuLd^u umr 
WlP^ 0^iLJ€Lpp^,Sfrds/T/r xrrCi^QsuemQih, f^^QturrQ^ 

^eoeomsSl^Ln Qxn'n-LLts^€\) preufrdxfririTx^iTeo^ LDp^iu&vpmfrxd xili^u 

uQih QpfT<ffS^xe<m^ evLLxdxessrds/rx ^(r^sBesrpesr. g)LOL?//9ajA 

ufTfBjS^, Ql^u/tqjSIC Q^ujmjefDp ^jipjBp ^^cv/rdF XutlQpQi 

QxetrrLLjr^ uiriiiQwy QL.Ljrr(SkfSlLL. GxujiuQeiieisrC^Lh. @pxp QprresiX^uj 
^^^irrreSL.fr xiiiX'i/xq^d(^'MLl.GLh ^pid@ (5U)eudxQeu(smu^{Lip]. ^$l^iriT 

6^L«/r A ( — .sifT (Bcu&sor(b Lh(SLjn' Q cvljit isf^Lj/T/TLl.GLDsori /T/r 

LD/rx, 2 S^iveopj 2^ euLisf^x'^, ^ S^LJUL.frUiW, au&rr GxfrQppj ^.peuQ^e^ 
Qua, 9Lei^(SS>LDuSd), M&^orr<^U(r x(ipsp<SfS}p QpeisrQeBr ppQeiieicrQQLDt^ 

xtrdmrrir -^ 0 LC)«i/@^, ®pp crpuirilmL^d GSJXsQxrrmerreofTLh, 
^p^eo xirdsn-Q^d^ eieii^Sp xdf^i^QiMrr, ^6v^pi pdpL^CBuafr erpuL^uQurr 
S)jEp ^jSpp ^(Sf^frx^etDuu^ xnrdxfnr pfsixek SQjxrpp}d(^ 6 ^® 
p^dQjxn’dr^euiTirxQeaehr^ €J ^nunirxBQpsir. 

@6al?, QireQet^j^ a^ufriruOindsTL^aiT ^ Sf(Lp^ pi^p^ti/Q^LD 1883-ay^ «/0 

^Pdfi ^ead SiT^Q^pp siJbscrs (^iSpp ^^d&DUiLjLD^ 1884-Qjp; 
eStuxfTt^S^srrd (Qjj^pp ^de^DL-iLju:), ,^eiJfrxeffiL.uS(^p^ Qeoufr t^ufrrrtL 
Quj65r®«ff0 L£ifrp^(dSlL-Q^esBru^ujp, C?ldCp6u (j^^Spp ^xQdooir^ Qwufr uf^uufr 
duQt^derL^iTfr ^ry^io puppjeufT/rx&riT^^^ ^ip ^xQx^&sr u6u8wr (^is^x&r 
^jpueSldxQfiu^ULiih er&sr^ pihqSQp&rr, (Jeuu/f L^triruQuieart^ii) 

^smy^iupfid^ ^iXiir ppuuQua^ ^^enfQudL,/rxdr (Surresrp p/r^jsp ^p^Qtuir 
(SujfTx&opfrseh-^ £k.LLQpQ^ ^m)rrxfr tmifiaj/rxdstru Qurreaeijih, eSeorxLLfr&sr 
^pfrdmQpmu.ujw&xefnru^ih^ driupeoih^ iSjrfi iSirC^iutr^sr (ej XQ^prrpeuiTxemr 
tLjuS^dxQwcArQii, Qtvutr u^uinr\LQuaaPL.fTfr sk^LQpei^ ^eo/rstr^ 
^jfius^Qfi&rerr ^ssiffin irx!bdrr ^uurpjSdQxfrmei/pi i^xo^ih utfixrpp 
mirtjS(jiidfS^ih, 

(tfipctifTdjpt QadreBd(g QsfrQpp eSeiDUiiSi^ eSeutflp^&r&i 0mih 

Q^trApimrrjrirsmr^ p(kxm jSeodi^istr x/r<9f^pui(rssr 



m 

(Sm/^kr tf-uj jBjrffu O^uMt/i^dm A^fuer^m <r#«y 

iSiaim. ^CJSlpt ^AsfdisdR^diak.L. /cart, crcu^ai-araca AiiFir^ 
affar Q*nrmifliu/ifip(Sd 0 ^ddir/i>(Suireu, <3sirQdm(ifi^vru>tS(sd8p4f- 
^jijg O^oBmitmuu Qfdatupp^, /•» jyt.u«ra»- uirdS^m iSm^ih 

jt/mAuQuMT ^Lfwmirmmrird), Qpui-eij sLL.uuL.Qdrm 4^. OsAim uir^r 
mrdjSd) /•» ^L.LotrmuiriEiSsdr Apiruar^ QfiumifiA, uwr (yuup^ppd 
Osirsetr^mdSApir, ®«afl mp)iJd00uQutr<Qih jtm .apubirm u/rmiBm, 
QmiZm pLdsmppsirm (Smttsri^iiS^dcsJi fipmpGsrth, t^uir^Lsmirg^atb, 
ereerp at-ssr upfiirdismir^ut, lapjpith umriit (Seomt(rQpA 
Qsiuiqw, Lodfiiu dupiTumr/ms^toutu ^ptSujirpati, u®g/ Opirmmiuir 
^Qu> ^q^dsQtussvQu). 

■ Qpirenm . — /«u jyL.toff-«r uiriaQpamm ^djQm/ir(g Oiau)U0ld, 

u»@«efr sQuumpuujh/SI 90 ^Stli_u) ^ifmii 9 ppdQsndrmQm*AQth. 
a0 uASdsr rfSw 0U/rit( 50 ^gpw, ^19 ud^^dstrad OsirQdsuuQti, 
«L_cir ^ufriu 1,000 adsrju fiLL.uuQppQtu 6 mui.tu^. ^0 Ousihu(^d(g, 
80 «/©Q^tb (ys^w 30 a;0«^ t^irtSpireifd^m /cwu airmdsL.m, jtfiiT 
Qgtwpp Lc^umu ^(^u/rsih SLdsr Qs/rQdsLJLlL. 

QmemQih, Quipaua 90 Ou)(iiu0a0<s QsnQdsuuQih sl.A Qutir/ipth 
eidsirtu/ijS^Li, q^utriu S.COO-a® Quipui—d^i—rp, 

g)pp 0 S)SUj uiTiiiSuSm, QLDp^/Sujui^,uiii^ g?«wjpi«® 0.60 eS;rti), 
^mpppp 5,000 uii^smirmpi, ^ gg^60ff-«8^ Qfirp^ 2 i voLs ©u/ro;, 
uts!^ f^topesr /ieiDp ^cKi_.iL{it/r@flu, ^jsp fSdicoireSd) ff)(^ /Seu p j i .tc/rcgr 
LiirisS jtes>L.QupK)irui. Ouf. u®0/ Qpirtsis ereifiprrsd Qs^i/ppp pds 

mi/rjpt, peutesersdr j jSifemuSp^ CBueu/r peuQsieAaQLh. 

‘ if.u^d=ir ’ duA uii^p Opfree>sd^ ^jQppirpQuirA, 

^L-to/r«yr un i^Qesr Qpsu/S&srth <srL-5ar u^fijr.ws^, JSirm 

mm freer f ^eo ^L^LOfrear m^uS/r utrfa^p^u umerih (Spmmu 

uQdQuffj^y ^uirii 1,000, 600, 26C, 100, 50 ^"bsuL^mm^ u^u^^tr ai^ar 
12 20 o/0Q^/Btf@5tf06i^, fi(T^UL 5 }m( 2 snQ<s^iii 

u 9 eirrQufflm, QeL^finSL^uuQLb, §)/Ep ^ptrir/i^eerCBufflm, ei^triOf^ih <£U^ 
Qp/refS)sa(^^ 100-tf@ 7-eSALb, ufrmsnrfr euCis^ QmfrQmmQeumQih, 
ttf I t^JTjr U;sfijni/s^ ektrikSiueajirmmy ^jSuiSliLi^ eufruSjgtr 

®/^@ Qfi<ssr^fr useerih (B/ses) 6 LLJu(Qeuir irmemr^^y LD/bpeuirmefiL^LD eS/bes 
rntrih ; ^eoeo^ mfrds/rQiTt ^eupes)p^ mifJujireer O^trBDad^ 
mn^ASsQmtrm€rr(B€iJ€ihfrQLh. eimsfrevp Qeoiih meuff^ QL£>€erL.fr/r^ u/rm 8 eo 
«/@«u/r0U) uis/(^ 4 QpfrmDmiLjLh^ Qs^nrp^^ 2 uz&g ^6rre/, 

<^.u0(F/f esueerupfijr , 6 6^ e^iLts^df^ ^80U<ff0, erQp^Oi 

OmirmmQmmQLb, eSo^tupfieo ^ir< 9 =t^Kimpptrfl^ iSImeijih 

^rnffujuifregr^, ^euireBm uSfj^^p fiL^p^QstrmmQmeair 

Qu>, mudr upfijr/iimmfleer ^SbuGiu/r ^ Arnos’ > rS^M^Qitid Qmf^ppuuQih 
eBOpQiJitr^ inffnimiL eS^iB^umueBi^m {^es>pp^QuirmfTmkimkrmih 
mmi/rarQu)drL,/rfr u 9 ^pp 8 jrp 6 S>fi u/r^ss/ruu&RdsQcittafi^uj^. 

erOeereerd^m^ ^e^pjS^ e£i 2 eo eTuQuifQ^^ dS^pp^eQCi^Qp/r, ^uOu/r 
^ULLtresr urrtii^ creer^th sLi^t^w^ ^ptr^mSm SQjfim^p^ 
peSQvuiru^ujfr 8 ( 5 iKSth. Qufr^ pmsrms^s^^ ts^u^mir u^fdjrAs 

efii) ^mpthiSd^m er/^ui^Giiih^ ^^freBmr ^uu/ijSjrAmmiieer 

j^trjr/ejBeirQuffim, u/r/»©/r@ «t-«r QsfrQdm (yi€km>jrnrLDm ®0«#<Y£2> 
^tflQw, gifipes>siu c^L^m/r mudr ujifijr^tsmidr^ 

cS^Sbu, miLui^ infrn’SmtlQ £^2bt 68»ttifl8L. uSm^ih 

d^mpjk^Quirmirpu^ PdS^p uir^iruq ^6rf?MO«.6ifir%.itr^, 

^M 0 ir/fieir Quitjptuurrm mL^mLttUjfrfmiih* m^esr ujiMjrfBtM^SBr 

^meoeSdso «ll1% mSBpih ^ebtSseikrt^eo mrpfrm^ V 04 fi 

mrruLi Quffpffptr cretfrj^ S/jr 0 wmm^ 0 /r/r 

^(VF^dmdmk.uw 0 . j|«i/iP#fwr u/r^im/ruLf fw 
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Q#t£ wpuQ^^uu^^ih 0mi ^L^iurrmr uiris;^^ m»vS 

Mpp ^LDfrmLDfT^ih, 

Oi.ur^il. — Sltfof) /^tfv ^Utairesr uird/^^sefflistfr fipe^parth, Qt^Lur^jShJiQfm 
ua/raenfLo Qfg^a^d^gCStutmQih. jBeo UfrisiQ crear^Lb 

ufsmpQ^fr^^ ^<^jf^mrrjnciirmGiiih^ a^u^^ir Mt^esr u^^srMm MQ^mmeoeofr 
mtraaj aLj^^fiiurar ^(^uu^Qufrek> Ol-u/taaIIlI 

mm ^dsFwifimr GldQa>(i^uuulLl. ^mjrtun-u^i^Q^dQpp^ /Sl9o ^uumm 
u/r/EtQ/D(g ^jrmirisim/B^trjTfrm) ^eSdmuuQth tujptfitutr&ar uir^mtruiSesr 
(Bufflm>^frar Qu/rjs jBihLSm0S>m erpuiLQ £€mu,mfrmi Ql^ut 

oaPL. Q^iL'iu ^&ssfl€tj mpuQihn ^ULo/ror u/riitQmm Qtucfi 

u9(Sih pesyp s-irdm/r/r ereij€um^ Optrefomdig eSimtQmfrQ/ip 

m/rdQdQmirm^&(V/*frsQm rr ^€S>^u OuJ^S^ar^^rM 

mDUtij Ql.cttc^lLQlo Ql-uu/toaSIlIQu (SuiTL^d^isf^uj Qmtm 

iu/r/riSB^d^, ^jr^irthmp ^irQsr tL.jptfiujirm jBtliLSdmmmsitij m.0m(du€mmm‘ 
(SmesBrQih, rBimmird) Ql^u/tq/^lI O^ujujuuQLh Qp/re»md(a^ rntreo 

jiimes)eu jbB ^ esv aS pQ js msiLts^ ^B^Qpth mrpuQp/BQGuemQiLh, u/t^ €U0 
p€u9md(^ Qlo/dulLl^ OL^uufro/SlLQm^m^, 5 mulu^ ojmDjrtLiLb 
Qm/rQdmeo/rLD, 

CBinp^^ujeufrjiDi ^&DLnimuuil.L^ ^0 jiSm) ^u.ui/nasr urrdiQujfrm^ mdj 
Q&id6Bfr/ftLunam^d(^ er^€sr mjiLu^ (sSlBpih tSL^esr QmtrQ/i g)u 
urrm^mdr eu/r0«rt-.aj ^Qi^dmQmieisrGLh^ ^L^uarrmih 

Qa^ujujuuQLb jiSevtBmeifiGsr >^(r ^^iu€S>/s ^mGij eS^mjSuL/ Qp^tSitum eru 
Ui^ u/fi&ei)dsar Q^yujujGeL&rffrQLD erdr^ih <^ta^uj/wmZs(r g)eof) meuecBdmCB&jeisr 
Qih, 

S)d^ Q^d&Lu CSjBfrdsrEtsm /8eo ^L-lo/tsst p ^drQuifld) 20 j^eveojsi 30 
€U(n^u.mfr€kirEJ6s^d^<s QisfrQSidmCEeuemu^uj ^meij ^eo^ssuh Qmmif)/i 

QurrQi^efrir /Bmr /S^€S>uj BLiurr^pfieoy ^9omime^m 
Qum^mm Q^eur ^L-it/reoT/ssSsrr lElLu^ um^puj mi^mmZsfr /Sev/s/ 

dr&rr pd)€D eum uufdds^^d), (^etopu^d) mfr^^utq. Q^iueu^ pimQmjeisr 

a^uj mrpufrQ O^tu^QmrrQppd) Qutr^eufr^ ^!Sjmp^mHrm^d(^ rndmesrih^ 
miuBLpeSi, en^CQpGij €iSI(j^pfiQ^ujpd) ^es>eu^ufrmpGs>€Lmmtruj 

Simppio^Beuad^rQih, QmrrQidaiuuQiih 

m^Gsr a/LLt^ <^Qpih €U(n^(S)^ih l-«0 0. lOO-«0 7-| ^d)9o^ 8-«(^ 

QtD/buL^diSk-L^rr^. ^L-LDfrmLh Q^dj^ QmnrQdasuuQih Qmtr dpdm<siflefsr 
Qfiesr eBd)m)!Ejm(E}mm ^eobsoQuuGsr ^ ^fSjEp iSesresrQjr^ <sl.«bt 

QmrrQppdiQeuemQLh. ^u^fB^^pamr ^\S&9Si(mp^ eSlei^m)/sjm f^^frilt^cSld 
Q^iLOimm g)(^tD/r<ff ^erf^d'^BuuL^QeuemQih. ^mfrQdmuuL,u, mL^^mm 
erdm/rff}iup^d(^ (sredr^ QmiTQdmuuiLu^mrQevrr ^dmfriBujp^p'j^p p/resj 
m^u^iu/rmuuQppu uil.L^esreijfrQm'&n'jpi fiGsr^ m€uet^dmQe)jem(b‘Lh, S)^ 
eSe^oJpjmd) uSmeijth erd^ffldeomiu/r iS(mdmQeuemisf.tup (ForOm 

pmQufr^mm mdQiu ^(dmmmmiio QmihLtirm&r ^0 mmfiaj/i^pd 
^jSuiSiLQ mi^mminrmQ QajQ^d mir^iudjslp^ Qtff^ev<sijQ^tu^ tsQQQ&trp 
mn-, pfrmsr (srjnrmLDtr<osr peut&sutmL^jBp urrdSmm &j^mtrrm/rLDd) 

M^pupjb^ fj^fT (jfidOiu mtrsressrih^ 

S)eaR^ ^i^LDirm^ QmiucuuuQih fienp^Gsr 
Lo^ftjL/ ^peSujeu/bea^jvLJupjS j^jSaj /B€oiEimefi(Ti^d(^u^ SsrdLLpfidsr mirm^r 
JBVLO^ «^rio Qpeofl&LjLh m-m^OiFiUfJuQmiOSsrQih, eSe^ajp^A Qjt^ 

^ear^QudU0Lh^ ^d/t^udufr^ Qm/essrQliM mjp^ 

G^UJUjQmmkiQih. peSpeijib ^di(Bmi2soadmnj Gu/rj^ui^udr Q^iu^q^u^u 
^#1^0 ^^^frmmppfnft&fr ^a/Qa//r(?p ^ai 

^ L^imm UFrfEfSp(^Lb pfresr(g ^eoeu^ ggpdli Qu^pufffTGSimtiuirmirmerT ptu 
Ltim^QmtuujQm/€6vr(t)Lb» 

, Ji^s>mfrm ^dSuu ^ikSfamdUm ^murmQm fimi ^uuifrar urA 

u9‘^mfruu/rmjnrm^Qr^p^mfir(B€uemQLh^ 

104 
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Ui*r pm ffwssr (yi(^0S>LO$Liib erivtmJUjfr^mOdBfrt^L^ 90 {Jurpmtt^Kr 

^«u ^t^LDfrmr uirmtS ^r/budljifiO^ekrQLh, ^Aeiur ^eo ^LMur&fr u/rmfS 

Mm €teom/TmpMDp9L{Lh Lo^fiiu jSeu ML-^fresr utrtk^iu.m QMirdmQmmBrQih, 
jSm ^umrm u(rdiB4 ^lLuld cfio/^/rnS^ 

m^i^ih QfipjS^th jSfS(gfh €fmu0 erm^mt^uj ^iry^MDiaoj/rm ^cSu 
iSjnrMiih. 

6 . ^BmjMirtu/K JS^@M Mihuji/suutLu^ih^ £)ij(7u/r^ 

Wu^pQup^ tSqjj^fiujfrSddOMrrmmQ ^ (^€b>mm m>m^ 

Q/gtrffim* ^mmpuup/S^ cSmifi/i^s ML.pQwMkn^aj^ i/Hs^th (tp4 

S)iuui^Mfrpfru9(^sBp4ip, 

MDMjiOptrySleSm) ^Ssu ^ppp^ih^ (i^ssrQ^(g MtreufifiM) l^m 
mfth BpuL^p/tiQUPP^uitfesr, 0B>Mu9&m j^A> jj^ppm QpfrffiA) 
Qufrmmp(^4 MtrMWurih, ^trMfrdiMppMmm &.#c 6 / S^AMj/rMDuyQtu. ^mr 
mpJi^(SPP ^jTMtnkMpprr^, (gDpMd es>spOpT(fi^d(Q QMjmri^tu Q^mM 
tf^ajmMQmm^ar ih QMtu^QMfrQpfiq^ppmir^ 

QLjQutr(^^ 0iSMiMirajpQptrQ ®ppM ODMpQp/r^^tLiu:), eSIr^^fii 
QMtij^fr&pnm^ OfiGo-Qu/TM) u^MuQeoeofrui^Lh, utlu^G^uSeoevTtM^ih MJ/ry> 
QfkO^iLju), jgld^uj/rtSm peiDL^Qupjp/ a/ 0 lo^ €tDMdOpfr^&u 

dS(^, ®JS 0 M MDMjiQpfTifimp freer f eimQeofrcr^ih^ ereeyi^ Qppd) uaerMd^trjrfr 
wmjr^ utreotuir (^^4) mjQlut jdMir m^injLjLh, ueoeSGsr(r^Lb^ ^iBMiStaerQ^Lh^ 
(lMfrM9ur e^JiifMqrfMtJLL^^ (^uuf^eSiQ^jB^QM/reeerQL^ uSm sietfiJS^^ eru^u/r^ 
^ih QsiuajQfiti^o^ih, ^/hpd QpfrySl dip freer GDMdLcd) uskieer ^sif^MMM 
m^u^ajpfnLjL^mdSppi, mum jrfriLa^io t^/bujpfi QMtvujuuQih OL//r 0 «r, eru 
Ou/r(^^Lb firX<yeuf 0 dt 0 Lb, ^pfiujtrMjffujLDfruj Geueeer/^tu Ou/r(7^^tjiT^Lh^ 
Sfpp^ Ope-ffiSsu €ti0pfiQ*ujMjpp(^ cSCBmo^ Qpsiipesrm QM^edsTix^tu fiM)2eu^ 
MfriD/rpSujQpiJi Qeueeeruif^ajpidi^eo, esfMuSpi^eo ^d> ^p 
pd) Qptrffi^pptrdrr^ (sSlMiMtnu mljqu/bpuulIl^ ssis pQ ptr ffieemefid)^ 

(tfipeerMO^LUfTM MDM/ssCSMfeeorQih, 

^jtpfrLLu^d) eSdmtqih u^mum ^ludipfrQsi^iM^uLS^ ^id8(r^jB^ 
mfQj^th pjeesBeoHUM/e diS ruQppieupfTd) WL.emL^tr (^ld M/jp,^Ln ^p^do 
Bpp» ^P^d) Qpp OLDirpppfip(^f ^pQipi3=ih^ c4i0Q^/r ,45 

QMfTti^ 0u/ruj l£I^m8pp!, ^esiy^M^sQMdjeufrih pdieu l^qd^ul^ ^Gsert^fr 
8ppii, pfrerTMDL^t^di pfriLu^d) Oufr(Qmrrpfrjr /d^eoMDua s^iuq^ld, muj &,pe£, 
fiMMeeriM ^Mumtmm prQm MS)MmJS8p^. 

pfreer(^ CtAfTi^ ^eerpQptrMSiM OMfre^L. ^unnfr^freeerp 50 mulMih 
wSmiMfreSM^ih^ ^eLirsdr e^ilQu Qums^ih^ mum jrfriLu^d) ^d) jprp(ffd)^ 
g^ihinfrpefrMtm p Sp(g, OpstDenuudih ^ese^ fei( 3 r®/^( 5 ^, ^dj Mubaa Q^iutu 
Qfitj^VLiih. g)MJfrMmfrd) ^pupfi Q^iuujuuQih Ou/r 0 @ 5 dj 0 , iufTfTM 

4 fL.® MmrQiSfi^MMp QpMUMJuSdiZso. 

Mtrp/rjrmtruitrM^ MOMJTfnLts^d) ^d) jp'/buA 0 « 0 ^ jBarti 2 ^deo^ 

3 iSL« 9 ft6Q>L.<i^0i£. ^^d) esiMjrfnLtt^eBTpfid) 8 ms>l^uu6s>p m9l^ 

(tmijff OM/SeoiiSd) PifiM <sl«9 SMDUSMevfrih ^eufTMm^ ^djQmbauMbm 
aSiUSaSiLQ ms>m jrfrLLp.d) j^ioprrm j^pMQeuedfrQQLDmp MiLt^tuuSdiiso, 
gf^ QM/bsutLiu9d)€ufru)d) Qf^irthiSijjSfufrM uSlQ^ppiQMfrMserQl eSeserMfLhLfsm 
')Miijp)QMfrMd8‘t!^(mijuMiirMbsir ldl.®!/) ^ppp ^pir ifi^eo OMtuu^ihup^tv/rMfr 
OMmMfflujidMm QMtit^OmTQ^ptrd) Qu'fppih. 

MBrntP/rujih Qu^^m/fTM 90 m^ef^pfid) ^jpi ^d,m^ tfriLO uurp/^ 

M^mOm pfTMfT pMS>L^Quj^8pp, UfTdS MtTeOfWMMfld) C^M/Se/U uSdiMiTwdf MM^ 

i^uuiieMQMfrMire^j^M(gm M/revpjBdi S^^QpaySi^ eSeuMfriupfim 

QpirifilMiirsp QpujtL.Mitrwd)MfMfir? PBmJMaujpQpirQ 

S)PP eofTUQfiti Qpdpptrd) ^mPfntSM&f^eir mjjs^mdld fimf(gLDdmMftr ? 

S)mbB pth pwLt^Qm aSImtpinSMmr/rd) jfjrpMUuQth pth(ifim>LJU 

^mpfreSMmrard} Opujp/^ psih ^uQojtrMuuQipjSd Qp/rMbrt^frd^ 



^0 0U/rul>«0# ^tedi §y/r/&0^m 

i^^dj (ifx(^m/^Lh mSmfSFiTtiSs^dBiBM/Badsr Qutrdjd Q^(T^&/r^\ muut^ 
wiU€d^eo^ jl^0 ^0U«*4£/^ ^«rf?«0<F Q^eotLirB/D u^Bdtr 6 

mir^ih, sQensirj^d^u QunQp^, l9>^ «.©9 4 

md^th^ Q^tutLj/B/ A^eSI, 5 QLH/buirfrmmt (i/i/§eStu Q^eota/ 

i 0LJ/raj (y2(tp«^^ii) £^fi;i^/rtt9«tg|(s0^^«'ciBr QutrQp^ 

^mu0d) ^pQpAL^mfdBi/. 

ficsi pQpitj^thy ^pQ/ptr^ea ^(WfP^iuwBd 
OmirmssrQ ergdR^ih^ ^ira^irfBimpptrq^ih^ ®AP(B 

tu<oiflppfrd>^ ^fT^nr ^tSdd0p^&s>aj Bek> ofQ^i^dis^dd^efrmwujspi 

iihiQih 

ppQutr^^ ^LLLarrpjDfT^ p^€o^ ^pQp^infr^s^ 20,000 9i0rmr6S€rr ji:neo 
j^pBdsrpGsrtr. ^pup^ Q<^iLia^Lb JBpt^^ ^LpQppiD 

0. 12 eviL^Lao’^ih. ^p^jp^ Qf^ujiuuuiiHiii ^^sdha&r ^(S^Giiih iLL-^tf 
0L-«r QfFeoisL/r&sQasfraiaQ auQ^i^p^, ^uQ)ufr(^p iS)0'*^<® CJ^6©»d^0 

tL/Dup^ ^eopb'ij €i€sr(Bp Q<9^rrev&jCi>/rLD, 

es:^pQp/rySdsud OuiKSp^y fSris/A/^setffeir ftfieoth Qufr(^^p<sQ 
Q#uj^ peoev Q&fTwarQ^UQf ihu^ ^ir&mBi€spptr9s>jr 

QpeariAJird Q^C.QaQa(T&TmQp^ , ^mdsmQes jfjieo jsji p(^iii i^raa>(i}^^ih 
es)S^ pfti ^ dam’s! s^ih^€jpuQppQ^<essT(iSiui. jpr p^^ih ^isismimdr 

Q^mifidf^ih ^ Q&frpps^ 1^0 lo^jKuj «f/aAQ/)«;LL p(f\ 

Qpf^ty m^puiSlp peed^turrm La/rpp mrpunQ Qt^iLipQ&rrmefr 

CJ«t65B7(S)Lb. Qp^ey Q^tuujULjQLh^ pseetsRmi^ a’tflajrresr tn/rframilid ^jPpp^ 
QtSF€v6y (o)^ujuj 2L^*iVL//rtajQ(a;6OTr(fc^(i>. @/s&w ^>0 pedfiuLStHeufrm €rpu(dpfi 
^€S>€iim^bsfT<f ^ifiiuiTGsruts^ Ginpu/ffraaeij QiS^iumippmirm ^nsmirHr 
jy /LD 6f= ihum p &eo ^earmQudi^/rsdb'n QtSFdjajQeucfsrQlth . 

^Lh(y:i^^p€snu pij^^^/Bppj ^/rdmfrir 9.a,eS}(c)sdj^/r/rmm/T^6\} (gpfiuj 
tuSmj^FfrtiSmdr ^<it5)L^iHLh p^eoiMd(g^ ^0 ^mQeu Seoi^ujrrpj, 

(Translation.) 

I, — Agricultural credit and ctedit facilities for small industries, 

(1) a, b, c . — The agriculturists here may he divided into two sections, 
namely, those that cultivate their own lands and those that cultivate the 
lands ot others, on lease or varam tenure. 

The agriculturists, who own a small extent ol* land, ordinarily obtain 
loans from money-lenders in their resj)ective places at 2 per cent per 
mensem on the pledge of gold jewels or on x>i^>mis80i’y notes, for meeting 
the expenses of cultivation. While the agriculturists raise such loans, it 
IB often the practice with them to fix the period of repayment wdth reler- 
cnco to the time at which the pfoduce of the crops wmich they are going 
to cultivate w'ill be ready for harvest and nay the wliole interest thereon 
for this period in advance at the very time tliey get tlie Joans. The agricul- 
turists realise the I’esponsibility of maintaining their credit and repay, at 
the specified time, the loans taken by them. On account of this, they are 
obliged to sell their produce at a low price. As the agriculturists have 
to pay a high rate of interest on the loans taken by them tor the purpose 
of cultivation and as they are unable to find out the proper market and 
sell their produce, it is not possible for them even to secure wages com- 
mensurate with their labours. 

Now, even if they are to effect permanent improvements to their lands, 
they have to adopt only the aforesaid procedure. 

No agriculturist will venture to improve his land ))y taking loans at a 
high rate of interest. If he does so, he is sure to make matters worse bj' 
handing over the improved land to his creditor and becoming a pauper. 

Let us now consider whether the agriculturists can Ikj benefited by the 
loans granted by Govermnent for the improvement of lands. These loans 
are, granted at'^a low rate of interest. Facilities have been afforded to the 
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for the repayment of the loans in instalments only from tlio 
iiieomo derived from the produce obtain^ from the lands thus unproved. 
But tlie agriculturists are not in a position really to take advantage of 
those facilities. An improvement of the system is certainly needed. If an 
agriculturist submits an application for loan to the Tahsildar for improv- 
ing his land, the loan is sanctioned at the least only alter six months. 
The hardships suffered and the expenditure incurred by the agriculturist 
in the meantime are voiy great. The usual coininission of five per cent 
has to Ik) paid to the village karnam even when the application for loan 
is prepared. Theil that application has to be recommended by the Revenue 
Inspc»c;.or. As he is an otheial somewhat higher in rank than the karnam, 
a commission of seven i)er cent has been fixed for him. Even when the 
apx>lication reaches the taluk office after the j)ooi* agiiculturist has paid 
all these, the clerks and the peons there request that they too may Ikj 
remunerated. In the mean while, the api>lication is being sent from the 
taluk office to the Revenue Insjmctor and vice verm several' times. Out of 
his anxiety to obtain money, the i^oor agriculturLst is also oldiged to go 
to the taluk office several times and he incurs great exi>ense on account of 
this. Hence, he is driven to the necessity of spending at least 20 per cent 
in advance in several directions. At first, be thinks that he is securing 
a loan of di per cent. But no one can deny that, in the end when all 
items of expenditure are taken into account, the rate of interest woi’ks out 
nt. not less than 12 or 14 per cent. 'J'hough he subjects himself to ho much 
hardship and lossi, the loan is sometimes not j^aid to him at all. Even if 
perchance tlie loan is jiaid, the poor agricultiuist lias to remain as the 
servant of tiio local Revenue Inspector for ever and l>e helping him with 
the money required hy him. Otherwise, it will be reported that the loan 
obtained by him lias been misnpfilied and the Keveniie Inspector will make 
arrangements for the recovery, in a lump sum, of the full amount of the 
loan taken. Hence, an agriculturist wdio tried to obtain this loan once 
will not at all wish to go in for such a loan again. This is actually taking 
plac^e in every village. No one. therefore, comes forward to take loans 
under this system. Hence, no benefit whatever is really going to result 
to the agriculturists in the existing conditions from the Land Improvement 
Loans Act, 188d, and the Agriculturists Loans Act, 1884; 

Again, these agriculturists cannot obtain loans from bunks like the 
iiiijierial Bank and joint-stock bunks for effecting ])ermaneiit improvements 
to their lands. These bunks generally grant only short-tei iu loans on com- 
mercial lines. The agriculturists cannot be said to derive any kind of 
advantage fnim these institutions. 

When the monsoon fails oi* when the agriculturists have to pay the land 
assessment, they resort only to the local money-lenders and take loans at a 
liigh rate of interest as stated above. 

This apart, co-operative s^x•ieties have been established in several x)laces 
with a view' to remove in a way all the hardships relened to above. The 
agriculturists secure, at a low' rate of interest, the loans which they require 
from time to time for effecting permanent improvements to their lands 
and for meeting the expenses ot cultivation. The loans taken by them are 
secured hy a mortgage of property or hy other suitable security. As 
instalmonts for the repayment of the loan "are fixed with refei'ence to the 
time w^hen the produce of the crops raised will (oine to the hands of the 
agriculturist, facility is afforded to the person taking the loan to repay, 
without any difficulty, the principal and intere.st due to the society. 
Facility is also afforded to the agriculturist, who cannot sell the produce 
in the market for a good price at the time fixed* for the jiayment of the 
instalment, to pledge tbe produce with the society and arrange to repay 
the loan due to it at the stipulated time. Hence, under this system, the 
have been lelieved to a certain extent of the difficulties 
experienced by them. 

Such of the agriculturists as do not own lands obtain them on lease 
or varam tenure from those that own them on a large scale, and cultivate 
the same. It is generally difficult for those agriculturists that cultivate 
lands on lease to obtain them unless they agree fcp give the owners of the 
lands not less than three-fourths of the produce. The landholders them- 
selves generally help this class of agricuHtirists with loans for meeting the 
expenses of cultivation. Wlien the agriculturist takes this loan, he enters 
mt 9 an agreement with the landholder that he will give him the produce 
derived by him at tliree-fourths its market price. Soon after the harvest, 



iW landholder first obtains his share of the produce as stipulated in tiia 
letlio and then takes away the iiortion of the product© due to him acoordin^ 
to the agreement for the loan given by him. The same procedure is adopted 
even in resiiect of the cultivation of the land on ramm. tenuro. Hence, 
what remains in the end for the agriculturist who toiled hard in cultivat- 
ing the land is not at all much. 

When even the local soa'cai*s refuse to give loans to these people, how 
can the Government or otluji* hanks help thoinP Even the co-operative 
societies refuse to grant loans to this class of agriculturists. Hem©, they 
are in a helpless i©ndition and dej[>end on the landholders for their liveli- 
liood. 

The Government should,, in the first place, devise means to remedy the 
grievances of only this class of {>eople. The Adi-l>ravidas a^ho are in a 
majority, are in this unfortunate condition and it is only co-operative 
societies that will he mainly useful for the betterment of their condition. 
Separate societies should be* established everyahere for the Adi-Dravidas. 
They should i>c certainly removed frcini the scK'ieiies wherein the other 
classes are influential. The LuiK>ur l)ei»artment should kec^p all the Adi- 
Dravida senrieties under its direct control. This department inay l>o 
affording the necessary ivssistance to tliem hy soc'kiug and obtaining tho 
advice of co-operative institutions from time to time. 

It is inevitable that tlie Government should show greater concessions to 
the Acli-Dravida sewieties than to other co-operative swietios. The Adi- 
Dravidas aill not derive much benefit hy their societies Ixirrowing money 
like the other societies from the district central hank and lending the 
same to their memljers at 10 per c*ent per annum. The Government should 
evince some mercy and help the Adi-l)ravida societies with money at a 
low rate of interest. The money deposited in Courts in every district by 
litigants in view to a compromise amounts to lakhs of rupees. This amount 
should 1)6 deposited in the co-onerative central bank of the respective 
districts instead of in the imperial Bank and set apart for the Adi-Dravid.i, 
societies. Whenever these societies require loans, tho Government should 
help them with loans through the Labour Department at not more than 2 
or 2J per cent per annum. The British Government can adopt this 
arrangement if they i*eally wish to uplift the Adi-Dravida c*ommiinity and 
no difficulty or loss will result to them on account of this. T hope that tho 
Government will take this particular suggestion into eoiisicleration. 

Again, tJie administration of the Land Improvement Loans Act, IBB'l, 
and the Agriculturists Loans Act, 1884, should be transferred from the 
Revenue Department to the Labour Department. I believe that, if the 
Labour Department administers these Acts, the people can derive benefit 
from them. But the subordinate officials like the inspectors, who are 
appointed in the Labour Depai-tment should be like those in the (V>-operutive 
Department possessing a broad outlook and not caring for self-interest to 
recompense. It wifi be highly desirable for the Labour Department to 
appoint experienced persons from the Co-operative Dejuirtment for this 
purpose. 

4. As detailed in the reply to the first question, there is no institution 
which can help the landholders with the necessary financ© for effecting 
permanent improvements to their lands. Jt is not possible even for co- 
operative so(?ieties to grant long-term loans to the agriculturists to suit 
their convenience. It has been decided by experts that the establishment 
of land mortgage banks is highly es.sential for satisfying this demand. 
Several persons are trying to establish .such banks in the Madras Presi- 
dency. The working capital of the land mortgage bank, which is proposed 
to lie established hereafter, should consist solely of deposits, debenture 
bonds, funds from central institutions, which carry on banking business 
and share-money. 

f^hare-money. — A scheme should be drawn up in respect of the taking 
of shares by every member of a land mortgage bank. It should lie laid 
down that, if the value of a share is Hs. the loan granted for each 
share should be Rs. l.fHM). Long-term loans should be granted to a member 
to the extent of one-fifili of the value of his property for a period of to 
30 years. Purther, the aggregate loan granted to a member idiould not, at 
time, exceed Rs. 5,000. 
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If, as stated alwve, at least 6,000 shares at Es. 50 j^r s^e are suiv 
scribed iti a district and if a share-capital of two and a telf lakhs of 
rui>e0» is thus secured, a land mortgage hank can he wtahlished m that 
district. By-laws should Ik? framed for the payment of the aforesaid sliarc- 
caidtal in easy instalments. 

Debepture Now, next to the share-money, debenture bonds 

croiistitute the capital of the land mortgage bank. It is these bonds that 
are of vital importance to the land mortgage bank. Whenever the bank 
is in need of money, debenture bonds of the value of Its. 1,000, Rs. 500, 
Its 250, Its. 1(X) and lis. 50 will l>e issued on the condition that the money 
will be repaid Ijetween 12 to 20 years. The bank should pay interest at 
7 per cent per annum for the loan obtained from this source. If those 
that purchase these debenture bonds require money before the time men- 
tioiieci therein, they may sell them to othei-s; or, the Government themselves 
sliould purchase them for the iiroper pric^. The Government should always 
purchase delienture bonds at a price yielding interest at 6 or 6i i>er cent 
per annum to the extent of twice the aggregate of the share-money collected 
in the bunk and its reserve fund. The assistance of the Government in this 
matter is very essential. They should act in a very generous manner in 
this resjioct. The Government should evince much intere.st in seeing that 
the jirico of the delienturc bonds or the rate of interest payable thereon 
doc?s not go below the market value, and thereby afford protection. For, 
the land mortgage bank will jniberabl 3 ^ fail the very moment these bonds 
deprofdate in value. The public may lose confidence in debenture bonds 
and may not come forward to lend monej' to the bank on the security of 
these lionds. Hence, it is the onerous duty of the Government to atford 
suitable protet?tion .so as not to allow the face value and the rate of interest 
of these bonds to go very much below' the market value. The Government 
should not be indifferent to this matter, thinking that it ivoiiJd be enough 
if protection is afforded in respect of either the face-value or the rate of 
interest of the delienture bonds. J would emphatically submit that protec- 
tion must necessarily ho afforded to both of them. If this is not done, the 
land mortgage hank that is to he establi.shed will be like a body devoid 
of life. 

Deposit . — The capital of land mortgage hanks should be raised oven by 
means of deposits, tfust as the share-monc\v serves as the foundation ami 
tho debenture Imnds serve as the strong granite walls of the edifice of land 
mortgage bank, the de|>osits and other sources serve as the roof put upon 
tho walls. People wdll begin to have confidence and will venture to make 
long-term dejmsits only if the Government afford strong protection to the land 
mortgage hank. Hence, the deposits made hj' the iieojile will depend only 
on the amount for which the Government buy the debenture bonds issued 
by land mortgage banks. The Goveriimeiit themselves should inspire 
strong confidence in the outsiders who can make deposits in these banks. 
The rate of interest on the money deposited by the people should be fixed 
oidj’ with relerence to the period lor wliich the mouey is deposited. Interest 
up to 5 per cent per annum may be allowed on the money deposited for more 
than ten years. 

We sliould now' consider for what purpo.ses and at what rate of interest 
a land mortgage hank established as stated above should grant loans, under 
whoso control it should he and how' the title, extent, value, etc., of the 
lands mortgaged should be examined. 

The main objects of a land mortgage baJik should }>e to raise as much 
capital as is needed for granting loans for 20 or 30 years on the mortgage 
of lands, to improve the economic condition of its members, to redeem lands 
from p lev ious mortgages and repay earlier debts, to make lands more fertile, 
to afford facilities for the adoption of modern methods of cultivation, to 
promote <K?onomy', self-help aud co-operation among its members generally 
and do such other things. The interest on the loans granted for such 
purposes should not exceed 7i or 8 per cent per annum. Loans should be 
granted only after ascertaining by examination that there are no previous 
encumbrances on .the properties to be mortgaged. Encumbrance certificates 
should be granted fi*ee of charge by the Suh-Kegistrar’s office. It should be 
noted well whether the loans granted have been utilized only for the purposes 
for winch they have been granted. It is necessary to be veiy careful in regard 
to this matter; for, taemb©i‘s obtain loans from the existing qo-operative 
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for a certain purpose and s^nd the same for a different purpose. 
This is one of the main reasons for large overdnes outstanding against the 
msmbei's. 

B'urther, the village karnain and the village nmnsif witliiii whose juris- 
diction the land to be mortgaged is situated should assist in tho examina- 
tion of its title, extent, value, etc. The Revenue lns])ecto.’ also should 
assist in this matter from time to time when requiri>d. Moroovei, four or 
five superintendents paid by the Government and working under their 
control should be appointetl for every land mortgage bank f<»r eanying 
out these things with a sense of responsibility. 

The present Registrar of Co-operative Fiocieties should himself be tho 
protector of the interests of land mortgage banks. 

A provincial land mortgage bank should be established in Madras with 
jurisdiction over the whole of the Pi-esidency. All the district land mortgage 
hanks should be affiliated to the central land mortgage hank. It is my 
humble opinion that the hardships suffered by the agriculturists will dis- 
appear completely only if this land mortgage hank scheme is carried out. 

6. It is very important to de.scril>e here a * cottage industry * relating to 
agriculture, which once became defunct but has now revived and is deve- 
loping. 

The absence of help from the Government is indeed responsible for tho 
ruin of tho hand-spinning industry, which is foremost among the Indian 
industries and w’lnch was once in a very flourishing condition. Tlie Govern- 
ment of those days had afforded all the facilities which were required f{)r this 
industry. 

It is only if this industry also is developed along with agriculture, that 
it will be po.ssihle for the people to live without experiencing any famine and 
starvation as before. Of all tho cottage industries carried on in India, it 
is only this industry that all persons, rich and poor, young and old, weak 
and deformed, iiicluding tho (josIki women, can very easily carry on at all 
tinie.s remaining at home. It is otily this induRii*y that can yield a return 
immediately. Again, the product of the spinning wheel is one very much 
required by all ptH)ple and at all times. Neither a large capital nor great 
skill is needed for the development of this industry. It is only the hand- 
spinning industry that should be given the first place among tho minor 
industries relating to agriculture. 

The povei*ty, which results from our exporting the cotton grown in this 
country to other countries and buying and w'earing the cloth importeil from 
there, is removed. As a result of this, a sum of ahoiit 45 crores of ruju'cs 
is saved every year for tho whole country and all the ])oor people are ])ro- 
vided with a good means of livelihood. The economic condition of the counti^ 
w’ill improve in course of time and self-help and economy w'jII develop of tlieir 
own accord. 

If, in this Presidency which has a population of four crores, 50 lakhs of 
agriculturists and their women spin yarn with tho spinning-wheel, it will 
be possible to supply yarn for tho whole quantity of cloth required by this 
province. There is no need to find a spec ial market for tlu‘ sale of the artiele 
produced by them. 

Persons spinning yarn with the spinning-wheel can ordinarily earn two or 
three annas per day. But they may earn more in any other avocation than 
through the spinning-wheel. There is no compulsion that they should give 
up those avocations and engage themselves only in the hand-spinning indus- 
try. It is enough if facilities are afforded only to the idlers, who waste 
their time in idle talk without any work, for enabling them to engage them- 
selves in this industry. ♦ 

Generally, the work of cultivation lasts only for six or eight months in a 
year. Cannot this industry be carried on as a subsidiary industry to agri- 
culture during the remaining period when the agriculturists are suffering 
without any work? Will not their poverty disappear if they earn profi^ 
from this industry in addition to the profits derived by them from agri- 
ti^HureP 
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If ttgrtcnliuriBis weave also cloth from the yarn spun by them in our 
country and if we make use of the same, the wealth of tlie country will 
increase. If w*e buy cloth for one rupee, the w’JioIe of that nip^ goes only 
to agriculturists as described lieiow. The cost of cotton required for the 
manufacture of a piece of cloth worth one rupee is six annas. This goes 
to the person who cultivates cotton. Then the spinning, weaving and super- 
vision and other charges are four annas, five annas and one anna respect- 
ively. Henw, there is no doubt that the whole of that rupee goes only to 
agriculturists. 

This industry is developing every day in this Presidency. However, if 
the Government also afford the necessaiy assistan(*e to it, it will attain full 
development in a few years. 

About 20,000 t>fs)ple are at present spinning yarn in . this Presidency. 
The value of cloth manufactured every year is about 12 lakhs of rupees. 
The whole quantity of cloth manufactured is being sold as soon as it is 
manufactured. It may be stated that the supply is indeed less than the 
demand at present. 

T request the Government to come forward to render financial as.sistance 
to this industry through co-operative s(K*ieties and develop it properly. 
Spinning societies and hand-loom weaving societies should he establish^ 
every wh(M‘e. Airangements should he made for the yarn collected by spin- 
ning societies being sent to hand-loom weaving societies through a central 
society for being converted into cloth. Assistance should l)e rendered for 
the cloth thus manufactured being sold in tlie proper nmrket. These so<;ie- 
ties should be constituted into a separate branch and a few Inspectors, paid 
hy the Government and working under their control, should be appointed 
to supervise them i)roperly. 

Tf the Government render assistance on these lines, there will be no 
limit to the benefit derived by Indian agriculturiste 
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Written eridenee of XJEUEly. BH ATiTAM UDI VBKKATBAMA- 
KUBTHl Oaru, Booroteryt Gtep****"***™ I«otel Oo-opeirnttr* 
Unioxit Ck)pali^purain. 


I ssi5tt8ci&;6 sS0l8's&©3^ 

jStfso© ti>fjbS!r*e)SS»e»jSi>. 

1. (a) 'fStf.TT’tf fSo^SjiSaeffeoa 
«Sb t)tu& .ii*sr*ka-z 

(b) f5o^«s»oi&oa r*a/v’f&, ir*w« ©•ka* 

Sgi^bod 0«S.tfa tf.bSbe^ 

(c) TSo$3tfM«f&oaos» •W'tr* OOTT-tf^ 'fiS&tOf 

&Tr_& *>*s.!5() «.»*e>5 w'tfoife 
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-^o^aaaoffcoa ^^^5S>a»eef^ -5'So«)^^^^fo, 

ooo^sr-^aj Xi&r o»o?i& W^?&oO esTir-8 

<»ac*£DSr^«). 'iSS'T'S fJO^^AaeSe^ S^O ^^ct£i&o d-»o&<i(Rr^Ci). 

•y»OtJ "ftaSSa^fTT*, |7r*s5a>5»«r*cOE»oJfo (JC»s5o CV'tfceo 
i5o5Sbi6o3€B SP^aosr&o-CT' ©4 ooS'i6» 

^ 0X08^ ^^Sc*S>eoS«i^ 75^-»'8ito, 080x* TS«&o6jfc, -ato»a 

■^tooto ;s^>s»'5&oa 5rgao^'3c«>»<^^ : 

aBoc&& «*&0'Oeife*r^& p 
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sSaoiSb, ^ts««)ab rrjsr-stodb^^ahao £roao&io& afioSP^*. 

-#» oirjfitow ^a!«& ■S©JioH5oo«&4s<tf(Si> ^^^S. 
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*]ScOSl5i5^]tSb. OOar% rgi^SO nff%&otr* 

co£Dc^l8ot6p r*o4i59oO tt>OaSbo^SSoji^' iSo^ S'j^ 

ntfj^etCJO, a5ilS|^ «b;^Cdbo2fe, 2Sb:5»^ 9»Clix>?Sb ^JJ-•3g>^S>8r* 5 Sd^& ‘»l>c3db&* 
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^Sb ‘1^731600 ^cS^tdT^ 1 ^a±ci 7 S^^Sr* ■9?)oogo(& ? X>&-u> sSdOv) 

vr»P]D ^^tSo'fiS'g'i&oer* CBo-cr^dj#^ "SfiSb. Kj^g', ^sSa TSoS^aiwfT^ cxxr» 

ITXKoa&ootfaji). ^tt-sId ^^Sbiiu&fr* "ftoo^iOTT* WoC 

^ifo *?)0^i6o»^8b '®OcJao&otjr sr^e e5^ ^cOb*Tr*{J). 

^4JP l#?^5^S5i5^ifib ^“S fe;S3S^^15i^ 

stficJwooTpr a^5^-^o^»^88 oocn 

C^^86co7r> Woos' |W'?)OoocS5bg«'e?3o. oar» 

asoi^Sb efc •j^o^saSwp^SoTT'P e3 -^5T-•J^Jcx^D 

«^JD cw^ §'^O^j6ooeo ^OOOj^^C3b3r*i |j30 ^2r*si>'^5o5$D3^j^& 
^AtSooeo T*o£j6bCoj!5b« •y)jj€j^?sy^ooox3n» d)£0!s5oo?jo 3r*2^ §^o6cxr* asgas^doiT 
tfd^lsSb. crox>&€>ISb e5xr*cCbs6aD 
afc-tr^to 

2. «S?^Sb€)X3r»^'cn» aiJoHo^Sb;^©. sSi^Sbco ero^f^^s^eo ©?^;Sd 

r*p, r'&oer* cs6>o‘®«^8b. <:)?(bss^or*8& cx^o^yjsoii^ 

Oj^cISooer^jib oiofi^o ib^|5ooo4iw^Tr> e:^^§'?6oo ^cdbs^^S^f^. 

4. sSSr® t8er*€f^ ejJS^So ^ tJ?g)« 

6. I^^Sb^CflSDj^ 8 301^20 Qr*ex7»& Cbw3&o®o 

1Per» figa&ooftoiT *=SPe^fpX36oo eJ^s5co?x> "^oiSb 

^j^O, 1 ( 0 ) tr^ 'f>Sj^T^55' fJo^a^ooe) sSj^fio^’SoQji' 

<S8S)&e)j|i J^Ooo^cSb c^c6-6CS5Si6oo ^cS3b85£S!^(6o. T5o02:>d5b| 

'^o^i&oj^Sb ‘SDcS^Sbo’cr® iJ^afoo Hr^^fS^ 

%^0»p ^obw^ irooo^f^^ T^So&j^o^ ’iGa^c55bj6oo ^CX^sSi5c)^j6b. 

(Translation.) 

1. — Agricultural credit and credit facitities jor small industries 
1, The agriculturists obtain finance — 

(a) From the oo-operative societies and generally from the village 
bankers at a high rate of interest on ijro-notes with exacting conditions, 

(h) To some extent from the co-o|»erative societies and to a large 

extent from the village bankers on the mortgage of immovable propeity 

on exacting terms, and 

4c) From the co-operative societies and to a large extent from village 
bankers by mortgaging articles of gold, executing pro-notes and mortgaging 
immovable property on unfavourable terms, 

hy paying interest at 18 to 25 i>er cent to the money-lenders and 

agr^ing to sell the future crop to the money-lenders themselves and by 

taking (loans) from the co-operative societies without any exacting terms. 
As the village money-lender lends money whenever required, many |>ersons 
still depend upon the village lender. Only very few people derive benefit 
from the co-operative societies. The reason for this is that the village 
brokers are preventing co-operative societies from spreading.' 



Co-operation may be made to spread extensively all over the country 
without any loss to the capital outlay by adopting the loilowing remedial 
mCiftaures. 

Why have the Government apxioiuted the police constables They are 
appointed to see thatHhe wicked do not oause any trouble to the good 
and to punish the t'ormer in case they do any harm to the latter. TUo 
administration is good because the people are aware oi this system, it 
is the opinion of many that there is no fear as the village societies are 
working on the basis of unlimited liability. That is all wrong. At present 
the number of wicked pei*sons who are members of co-operative societies 
in the village is vei-y few. They are acting somewhat cautiously knowing 
that the societies are under the control of tlie Government, lint now, the 
number of persons who have studied the Act and the by-laws is increasing. 
There is danger in the future. If two or three membei*8 in a society 
alienate their properties, the money due from them has to be recovered from 
their sureties, and if it is not recovered by that means it has to 1 m 3 done 
so from the reserve fund of the society and if the loss is not recouped 
even then all the members in the society should have to bear it. What wo 
learn from this is that the wicked person in a co-operative society escai>es 
punishment and the honest man is liable to be punished. Some wisemen 
may say that this difficulty will not arise if good persons are admitted 
into the society. We do not know when our own kith and kin will act 
treacherously towards us. That being the case, how can we know when a 
member of the society intends deceiving the society K As the practice of 
leaving free the evil-doer and punishing the honest person does not obtain 
anywhere in the world, it will be well if this reform is effected in tho 
rural co-oi^erative societies. No one who is a member of a rural co- 
operative society should alienate his property without the knowledge of 
the rural society. When he so dist>oses of it, lie may take a certificate 

from the society to the effect that he may so sell it and then dispose of 

it. Further, the purchaser should give in writing a certificate to the 
following effect: — “If any society incurs loss as a i*esult of my purchasing 
this immovable property 1 shall make good that loss”. After these safo- 
guarcls are provided for, every rural society, as a result of the cash credit 
sanctioned to it, may carry on its business making use of short-tel*m loans. 
Arrangements should be made to increase tlie income and reduce the 
expenditure of the ryot. 

2. It is being carried on through merchants. The merchants purchase 
and store things taking all risks. If godowns are available for export, 
sales may be conducted by the ryot’s goods loans and sale societies. I do 
not know anything about bills and hundis. 

4. There are no land mortgage, etc., banks in our district. 

5. Ryots who lead a careful life, discharge their debts due to the money- 

lenders with the greatest difficulty. In the majority of cases, the lands 
go to the money-lenders. As stated in 1 (c) the ryots may be offered assist- 
anc*e on seeing the conditions prevailing after the Co-operative Societies* 
Act is amended. The ryot may be given any amount fif help wJicn it is 
enacW that a member should not sell away his immovable property without 
the knowledge of the society. 

I do not know. 

Do. 



Written eridenoe of MJLRy* O. NAGl BMDDT, Seoretory, 
Oo-^^eretiTe Union, *nd Byote’ Aesooiation, Kollknntln, 
Enrnool distriot. 


I s^BT^cssb «»«i»cssj02& <5»560 MS*»-o*(>eo. 


1. (a) ?r*e>yB^ r«o»o&o^ (7Pd>d>»jfoi£> 

•.S' ,58'"0' Ti'XbTSjb doAsfO •joSo'C&ia&T^fic- 


'itSg&iS * * ' 

• • • 

^gcoo^ • • • 


a — 

... 10 0 0 

... 80 0 0 

3 8 0 

8 0 0 


OW 


41 8 


(b) ;<j)osfo?r»07r»b iffifbifca ^S>7^p «5S> 

oifiotoSa t£r> 1,000 eo Tr»a ©otJooiiSb. 

fSoM^vo Jto'S* g'&>S»»a)d*o56ife{ir^:0. 


bOMtfceo 3 dxr'jSo0^f«5»2j^ sr»tt 4)3i^eo <raoifob&-7r»(& -^Jir sJ_g 
Bo®«es TB® l'’81008 «£r*l ^dTr>{Jd>9 s&<S'*(S) t>o&>eo 

o^a»o«& tLtSi^sr*^ 2*^*^ 

n^BT^cJS^dao t(i(S3^sfs^’K*fSi ^9 &>S" T5 500 {£r*'it*^^o3 
•r § T'n«%ct£oo^i&. 


2. 4^ dtr>0^ booodoeo ^o&o-O^ iSougo S_8^eSo 

■abiT' 6i. -Oab !S {?8oso Pozn er»<Jdo»d^ ;£&:)niSa}ecS£>o& 


C^O»ibeo ’STer* 

XcC^’®»0(tov*dE> TSiSafcTP ‘P«>r*D^^cjS>tf© Vcx>»^eo 

tS^}6i£^b2Sb^ • 


8e -1^ tfjrnsr# <ijgifio2io 

600 e^;^^s>d7r* osSDotfd2i&. 



607 

^ot&i tia^^iSotiaa sic^idMao ^fTr* 400 <£r*^ci£>eu 

(&) '3J5^0*£S'#' e(i3^)60d9d 1 «i5'“ar*8o 100 ^3or*:d» 

C5^>50 

(1>) ^flbsn»da S^^OoooiSb fC^sSooao 60 <56r%;i^COb2o 

"Sto^ O^5ooooii>2^>c;>. 

(c) ;S:)5rg3Sflb^ O^OMoOj:^ affi^tXiS HzT^ CX5»Dtfai>. 

4, 4r»cOcDOiS)to8o oo3^ ^gr*rf^ sSoer^AS eSiSa. 

'5r^o&2X) «Jg. 

^oSo c355cd<6^0. 

6^T®e>a5M eoooeQa6iM 'iy”^oSofio 

iii. o5&§ cxc^Hkfs ^vsT*^* 

Co eJ 

1. 85?^ ^aoSS SS^8 'S'^r^jjb^oSo 

-ify^cS^biSsoeo 


(I'ruuiiilatiou.) 

/. — Ayi iculluiuJ Cl edit and credit jaciliiicn for mnall indusirics. 


1. {a) To cultivate 1 acre oi dry land in the Koilkuutia village, KoilUuiitIa 
taluk, Kurnooi district ; 


us. A. 1* 


Cultivation exi)enses 
Manure 

Seeds (groundnut) 
Ilarvostiiig 


li) 0 0 

20 0 0 

li B U 

BOO 


41 8 0 


(b) 11s. 1,000 is necessary to sink a round or ;x squjiie well and to 
complete tlie construction work thereof. There will be spring at a dei>th 
of nearly six feet. 

(c) The people are very hard put in the matter of paying the land 
assessment. 

To meet the alx)vesaid three items of expenditure tlu^ ryots Ikuiow' uioney 
from local merchants on interest at 1 per cent per mensem and on thh condi- 
tion of selling the produce after harvest at a low rate? to the nioiiey-lendei* 
who advances money. In this district each ryot requires a loan of Ils. 500 
for purposes of cultivation expenses. 

2. In this district the crops raised by the ryots are sold to retail 
merchants. The retail merchants sell the same to the companies established 
in big towns at a large profit. The ryots are thereby put to great loss. 
The condition of the ryots will improve if the Government institute the 
pooling msethod of selling produce on a co-operative basiit, 

3. The price of an acre of black cotton soil land in this district will 
be approximately Rs. 500. The price of red mixed soil land producing 
groundnut will approximately be Rs. 400 per acre. 

(a) The lands which are sold in auction for non-payment of assessment 
will be sold at its value less Rs. 100 per acre. 
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(h) The lands sold by the court will be sold at its value less Ba. 50 
l>er acre. 

(c) There will be no difference in price in respec't of lands sold by 
interm^iaries. 

4. There is no objection whatever in this district to the mortgage of 
lands. 

There are no land mortgage banks. 

There is a co-operative bank. 

There are no banks which give long-term loans. 

^JIl,^]nvedmtnt hahit and attraction of capital. 

1. There are no full facilities for the people at large to invest their 
savings for interest. 



Written evidenoe of M JL&y. Q. V18WANATBAH OHSTTX 
Avmrgal, Probationary Deputy Begietrar of Cooperatlye 
Sooietiee» Beawada. 


I, — Agricultural credit and credit facilities far small industries, 

1. From what I have observed, the local ryot seldom distinguishes hia 
Imrrowings for various kinds of expenditui^. He has not reached that 
stage of advancement where like his con temporaries in the West, he can 
niaintain a regular system of agricultural accounts. To a large extent 
this IS due to his requirements which are but limited in scope. What he 
wante is money and seldom does he ever utilise it for the purpose for 
which ^ IS borrowed. Further the ryot seldom discloses the purpose unless 
he IS obhged to do so, e.g., to a co-operative society wdion he applies for a 
loan, while neither the village money-lender nor the town-banker ever 
bothers to ascertain the purpose so long as they are convincTd of tho 
borrower’s solvency, and even thi.s is ignored very often. 

The rates charged range from 1-0-6 to 2-8-6 (the six pics l>oing tagged 
on for purposes of charity and the expenses of the borrower) depending on 
the nature of the demand and the solvency of tho borrower and tlio 
soundness of the security offered. 

To a considerable extent the ryot’s needs are satisfied in his own village 
either by a fellow prosperous ryot money-lender or a Marwari nho has 
migrated to the village to spare the needy man the trouble of going all the 
distance to a town, f have it on excellent authority that there is more 
credit available than can find profitable investment in the villages. 


From w'hat I have gathered T am of opinion that the ignorance of the 
common ryot regarding the existence and operation of the Takavi Loans 
Act, the Agriculturists Loans Act and the Land Improvement Loans Act 
is deplorable. The local Tahsildar who is responsible for popularizing 
Government agricultural finance as well as its collection is rather reluctant 
to take the responsibility of recovering the loans, with the result that 
the needy farmer is forced into the tantacles of the village octopus. 
Unless the existing ignorance is dispelled, disabilities arc removed, and 
loans are liberally granted, no real benefit can a^c'rno to the npvitultural 
industry, while the Acts wnll remain on the statute book without justifying 
their existence. 


The Imperial Bank with all its resources at its disposal does not seem 
to finance the ryot either for cultivation expenses or for capital expendi- 
ture. But produce loans have become quite a common feature of the bank’s 
operations, and one generally .sees a bank agent going out on godown 
inspection to even some of the inaccessible villages where produce bos been 
stored in private storehouses under the lock and seal of the bank. The 
Imperial Bank would not be justifying its existence.^ backed with the lull 
support of the Government, if it does not change its present policy. It 
ought to break through the present conservative and overcautious policy 
and render real service to agriculture and influstry by liberally financing 
them. It may be argued that the Imperial Bank is neither an agricul- 
tural nor an industrial bank and cannot be expected to carry on its opera- 
tions as such. I do not mean to suggest that the hank should he turncxi 
into an industrial or exchange hank. It is impossible, b^ause exfliauge 
hanking requires a wide ramification of branches all over the world ,as well 
as very large resources ond great technical knowledge. 

Public funds are deposited in the hank in order that they should he 
lent and they would be lent most advantageously in the centres 

of trade and' commerce. Also it must not he forgotten 
Bank was obliged to open as many as 100 branches m a orb time 

in the national interosts. It can. therefore, nremiswl 
intention of the bank’s charter was that it should ^ 
cmmtrv and not confine its activiti^ to trade 

enter into the alleped uneconomic and wnf*'*’ 1 ^ 

stoek banks which hare done such splendid pioneering worn, 



JointHBtock hanks, situated as they are in Presidency capitals with 
few district branches here and there, I observe, are not in a position to 
finance agriculture, nor are they by their very circumstances in a position 
to extend their activities to the sphere of agriculture. 

A class of merchants known as Dalai i merchants or commission agents 
play a very great part in providing the ryot with all the money he no^s, 
and helping him after the harvest to sell his crop* and even advance him 
sums pending disposal of such produc?©. The commission agent has there- 
fore come to stay and threatens to become a very popular institution. How 
far it is profitable to the lyot to patronize this new entrant in the field of 
agricultural finance is a matter for speculation. But it must be admitted 
that the ryot is penalised both ways. The sec*ret of successful industry is 
to buy your finance cheap and to sell your produce dear. But the l^al 
ryot buys his finance dear and sells his produce cheap. His ci'editor 
generally fixes the price of both. 

Messrs. Shaw Wallace <fe Co. have a credit department attached to 
their fertilizers’ sales department and advances to the extent of 50 to 
GO per cent are made on mortgage of land. This is popular among the 
more well-to-do rj^ots who believe in intensive farming but beyond the 
comprehension of an ordinary ryot who cannot afford anything beyond 
the ordinary cattle manure that he is traditionally familiar with. 


The only way out of this turmoil is co-operation. Co-operative banks 
through primary agricultural credit .societies are doing a tremendous lot 
to help tlie ryot in solving the problem of his agricultural salvation. But 
it must lie said that he still needs financial a^istance which a primai*y 
credit society cannot render. Tf the primary societies are to supply capital 
to the ryot and the small landholder on a much more liberal scale than 
at present for permanent agricultural improvements, e.g., for ronsolidation 
of small and scattered holdings, buying improved ploughs, etc., they must 
be supplied with fresh funds which are not withdrawable on demand. 
Similarly the larger landowners require loans which are beyond the ability 
of rural banks a.s at present instituted, although they may l>e productive of 
much economic good. This involves lock-up advances. The resources 
of the co-operative credit societies must he augmented with long-term 
deposits in order that they may lend money to the ryot much more freely 
than at present for paying his debt to the Sowcar. 

The problem is therefore the same as for industrial capital, and the 
same sofutioYi is possible. A convenient form of instrument readily rea- 
lizable must be developed and an agency through which it may be issued 
must be organized. It is a common knowledge that in the ryotwari parts 
of India, land is the most popular form of inv^tment next to Govern- 
ment securities. There is no reason why this capital should not be forth- 
coming for investment in bonds supplied by a mortgage of landed proper- 
ties. Thus the accumulation of funds by means of land mortgage bonds 
is quit^ feasible. Indian capital has to a considerabfe extent got over its 
traditional shyness. We are in a better position now. There should 
therefore be no great difficulty in finding money for investment in these 
bonds, nor in turning them into cash, specially if stock exchanges are set 
up at important centres of India. 


It is estimated that the fund.s of foreign life offices alone available for 
investment everj^ year are Rs, 8 orores. At the present time Indian life 
offices invest the bulk of their funds in Government securities. A pai*t 
of this may at any rate he diverted to debentures without any difficulty. 
There are also the funds of Fire •and Marine Insurance C’ompanies. 


^ To popularise investment in land, bonds, debentures and similar secu- 
rities, stock exchanges should he opened in as many centres as possible. 
Pqhlie Debt Offices should^ also be opened in those places because Govern- 
ment securities form an important portion of the securities dealt in the 
existmg stock exchanges. Arrangements for transactions in smaller lots 
^ould he made, for these are, generally speaking, genuine investments. 
T would certainly condemn, Share hawking ” and if no stock exchanges 
are opened in the mufassal and no information is available to prospective 
investors, losses consequent on frauds and misstatements must contmue. 


, 2- Let me describe the present methods of marketing paddy, the prin- 
dis^i^. _In very few cases, the ryot takes his ptodvee 
opOT market. Very often his Sowcar or Dalali affeeiit f rom » 
t wn .seUs for him. Mention must be made of a new-ceraer on the scetiei 
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the rice-mtlk>wner even the emallest village. He generally undertakes 
te store the grain and enable the ryot to sell it whenever the market is 
favonrable. 

I am not quite hopeful of the possibilities of forming pools and co- 
operative effort generally in marketing produce. Not unless the inhabi- 
iante of a village are all members of a t*o-operHtive sales smiety, is it 
possible to organise a good system of marketing the prodiit‘e of memliers, 
lint it is doubtful how far the mmiibers would like to patronise their 
society. It api>eai^ to me that the ryots like to make their own arrange- 
menta as regains the sale of their produce and any attemjit towards the 
formation of pools may not meet with encouraging results. They ai-o 
highly individualistic where borrowing and selling are oonc*erned. l^ro|>er 
education alone can change the present condition of agrarian c*f»iisei v.v- 
lism. Unless the mind of the ryot is trained to see the l>enefits of co- 
operative sale, it would he hardly worth while attempting the formation 
of pools. 

The Imperial Bank lends on produce stored in godowns under its seal 
at 2 per cent above the bank rate subject to a maximum of 8 per cent. 
The produce is sold in due course and loan repaid. The part played by 
merchants and Dalali agents has been described already. 

5. I fail to see how an estimate even as accurate as possible of the 
existing indebtedness of the agrarian classes would materially h(0p to 
devise measures for the increase of credit facilities to the agricmlLuiists 
and even if it did how far it would soh'^e the problem so long ns the ryot 
remains unchanged. 

Tn so far as the causes of indebtedness lie in the inherited tendencies 
of the people, such as, want of forethought and readiness to promise any- 
thing in the future in order to secure present gratification, no remedies 
are possible except through the spread of education, the gradual growth 
of provident habits and a steady realization of moral responsibility. 

Thus, any measure, say, the liquidation of prior debts, would absolutely 
defeat its object if the people continue contracting fresh debts as the old 
ones are slowly paid off. This will l>e a perpetual nmtion unless the con- 
sciousness of the ryots is awakened by something tantamount to a miracle. 

What is more, the land revenue policy of the Government supported 
by the two conflicting theories of regarding land revenue as, (i) an appro- 
priation of the unearned increment and (ii) as a tax and that Government 
from time immemorial has claimed a portion of the soil. 


T may observe here that none of the assumptions underlying tho Bicar- 
dian th^ry of rent are present in India. There can be no free competi- 
tion where the choice is between cultivating the land and starving; the 
land revenue enters as an element in the cost of production ; it is not a 
differential profit or surplus. 

Tn short, there is a radical need for the revision of the land revenue 
policy, and unless this is done, agricultural improvement is impossible. 
AU expectations of wiping off agricultural indebtedne.ss. f think, arc futile 
in the absence of this reform. The Rtate demand sliould lie moderate 
and must be levied on holdings that are economic. Whatever loss of 
revenue such measures may involve directly to the Government will be 
more than made up by a material advance in the standard of 
the people. No remedy can lie adequate which dfies not take all the things 
into n<x}oiint. 


V (c) (Last hut one subdivision.) I am of opinion that a largo nnmlwr 
of the fanners faced with the problem of sustaining tliemselves on the 
fruits of uneconomic holdings which drive them deeper into debt prefer 
to ^11 them outnght and turn tenants. This tendency is an ontcomo of 
the monev-iendei^ ingenious ways of dealing with his clients. Ho Jong 
as interest is paid he does not worry abont c'opital and even systematically 
discourages su<^ payments until the burden of debt amounts to a figure 
when it is profitable to force the ryot to sell the mortgaged prop<3rty out- 
rirfit. This process has been going on with increas^ momentum 
isig.. efficient cultivators of their lands which become the possession of ihoii 
w^ho have no intention to cultivate themselves. 

106 
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Tf this state of affairs is allowed to perpetuate itself, the doom for 
Indian agriculture is near at hand. The new owner of land cannot be 
expected to do anything to improve his possessions by instituting scientihe 
methods of cultivation, intelligent rotation of crops, utiliaation of chemi<« 
cal manures, etc., ano raise the prodnctivity of his land. He is more 
than satisfied to lease it out to tenants and extract as much as possible 
froni them. Under a state of affairs like this, there is no incentive to the 
cultivator to produce more since he has no stake in the land he cultivates. 
The law of diminishing returns will soon come into operation since the 
tenant, without the slightest thought of supplying the exhausted proper- 
ties in the land, extracts to the lost grain. in impest is best served 

by trying to get as much as possible without taking into account the havoc 
that rcHuits by pursuing a short-sighted policy. But this is the result 
of the landlord’s unreasonable demands in the form of rent from his 
tenants who seldom produc*e more than what they have to pay. The ryot 
must produce enough to pay his rent and meet his domestic demands with- 
out the slightest consideration of the effects of his cultivation on his parcel 
of land. 

7. So far ns I know, the only Imnd of relationship l>etween co-operative 
banks ai^ the IiTi|>eriaI Bank of India consists in the very liberal over- 
draft which the latter gives to the former. This is undoubtedly of inimonso 
financial help to co-operative hanks at times when suflfirient deposits are 
not forthcoming to satisfy the demands of co-operative credit societies. 
But T now undei'stand that the Imperial Bank has notified to the central 
co-operative ?>anks that the overdrafts now l>eing granted to them on the 
Hccuirity of co-operative pro-notes would he withdrawn. 

This unexpec'ted move, I may ohsene. on the part of the Imperial 
Bank oonsidernhly reduces the facilities noiv open to the co-operative certial 
hanks in the way of financing primary societies. Tt is obvious that, to 
that excut, the co-operative movement would V)e .seriously inconvenienced. 

The step^ taken is rather serious and will seriously affect the work of 
credit so<;ieties. Local hodi<*s and other prihlic institutions in this province 
have now invested over two crores of their monies in these hanks, and it 
is extraordinary that while this is the case the Imperial Bank should he 
so suspicious. The Imperial Bank has a serious respousilulity in this 
matter as its notification threaton.s to iipsot co-operative finance in this 
presidency and shock the trust reposed by people in tlie co-operative 
movement. 


Tliere are no ioiiit-sUKrk hanks in my circle. So far as indigenous hanks 
are concerned (I would call them only indigenous ]ending-Bhop.s liecaiise 
they don’t undertake to accept deposits which is by far the nio.st impoH- 
tant function of a hankerL the co-operative banks do not have ver\^ miK^h 
to do with them dire<‘tly, though each helps its elientelo with funds uheti 
the other presses hard for the repayment of its loans. I/et me explain 
my statement. 


Quite a large majority of the members of eo-operative societies are also 
debtors to some one or other village money-lender. Thus when the time 
arn^^s to pay the co-operative societies, he borrows from his old friend, 
the Sow'^r, and when the latter presses hard for his loan, the co-operator 
runs to his swiety for a loan to clear his debt with no doubt under the 
pretext of utiliicing it for a genuine productive purpose. This is an every- 
day oocuTTenee and co-operators cannot afford to wink at it. 


believe that Kemiine co-onerative societieg ghould be Rrmited 

add oonsideraWy to the growth 
of i ^ave a right to claim since the siimlns 

^s^ts over hahilities is Reneroll.v a small amount, fifty per cent of which 

anythme hBt commercial profit cannot bear the additional 

majority . of the members 
and to tax the lienefits 

ftccrmnR from co-operation does not at all appear to be equitable. 

the ’of ^bentnres issned by nrovindal co-operative banks In 
insnire ereatly enconrasre the ahv-invesfer. 

sSffirientTin^t^ ^ •operative movement witTi 

Siorati™ Iff and p.we fbc wnv to the 

amelioration of the Ruricultoral discontent and baekwardness of India. 



il*^lnd%g€n0ut hanking, 

1. Tiio tuiictiou£» oi the iudigeuuutt betikei* me>' be cbi^^hiiied under the 

heetU; — 

(i> Lending on promissory natee, 

(,Z) lending on mortgage of land, 

(d) lending on security of jea'otlery, 
i^) lending on produce^ 

(0) discounting of hundies, and 

(ti> atioaing cash ei’edii on tiie S€»curity of produce. 

2. More than any other institution, the indigenous banket (days a 
part of eoiir^iUerabte imponatiee in liuuueiug agrieuiiure and Itudc. 
industry, 1 nuiy oiiserve, does not appeal to him so much as agrieuiture. 

It Ls no exaggeration to say tliat he specialises in eatering to Uie sevetal 
needs oi agriculture and agriculturists, and it is almost a truism to say 
one eumiot subsist witliout the other. 

He is a great opportunist, knows everything a ryot needs and tries to 
aceoiunioilale hiiii every possible a ay, e.g. : — 

(1) Purchase ol seed, 

(2) Xiui'chase ol mnnure, 

(,d) pei*manent improvements, 
payment of kists, 

(5) purchase of cattle and houses, and 
((i) tlomestie and customary exxienses. 

Ihe banker in most cases sells the harvested produce on l>ehali of his 
client anil even advances Muns ol money on the protluce, awaiting a good 
price. 

7. Paradoxical as it may seem, bunking tbrougb banks is extremely 
rare lu India. Money-ieiider, ol’teii known hy the dignihed name ol indi- 
gtuious bunker, is an institution in iiiinseJi, who is <lej>endeut on the Iradd 
of the eonntry, and tlie traile ol tlie country is dependent o)» 
Him, It js lor this reason that he is an indispensaiilo adjunct 
ill spite of the too- well-known fact that liis ut>erations cause 
havoc in the economic life of the people in the countryside. Firstly 
because he cliarges an unconsctonahic^ rate of interest. StH^oiully, because 
he imiioses iniquitous restrictions on his borrowers in the ‘purchases and 
sales made by them. Thirdly because he lentls money lor uueeonouuo^i^ 
uses, e.g., tor ruinous litigation, for extravagant social ceremonies, etc. 

In fact, the conditions are no lietter than those in (lermauy in the ths- 
trict where Haiffeisou started his lirst swuety in 1847. Despae siicli a 
state of affairs, his popularity does not seem to suffer any aefoat. He 
remains unbeaten in the field. 

The dealings of these bankers are, it is rather ditficuit to say, con- 
ducted on sound lines. Accustomed to a system of accounts handeil down 
by their forefathers, jealously guarded and pursued by the present gene- 
ration and not standardised by law, they are almost bewildering in their 
diversity. The unsophisticated ryot, with a ‘‘burden of debt on one 
shoulder and a burden of ignorance on the other is not often known 
to dispute the demands of the banker. He has l>eeome an iudispeusuliio 
evil, and the i*yot8, in spite of all their grievances, cannot afford to exist 
without him. 

8. With the rapid modern issatioii of India going on before oui eyes, 
the indigenous banking system must l>e remodelled at os quick a pace as 
possible. The best method is not to supei*»ede the system, however Imd 
it may be, either by co-ojierative societies or branch banking, but to adopt 
it to present^ay conditions. Facilities for investment should be provided 
to tempt money from the hoards but also wean the banker iroin uneco- 
nomic advances. On the other hand, the ryot must not only l>e pnnided 
with funds on easier terms but should also be taught the fatal consequence 
of extravagance. 

Indigenous banking with all its evils has a place in the nutiona) 
economy of India. The indebtedness of the ryot should not daunt us. 
There w the necessary credit, for debt is only another phase of credit, 
and there is also the nec«ssary capital in the country. The quostioii w 
#ne of better methods and lietter organization. All coinpononts of hank- 
ie must be brought together. Registration and licensing of ^ their busi- 
noss. would help them considerably to expand the scope of their aetivitie^j 



as it won 14 increase public ooniideiico. But they may not like outside ton« 
troi and regulation and pubiicaiiou of ligurcs tor this reason that they do 
not want publicity of this nature which is almost ati aiiuUienia to them, 

III, — InvesimctU habit utul uttractii^n of capital. 

1. Tlio iollowing are the means or institutions in existence in this 
province tor encouraging savings and iuvcstuicnt habit: — 

(1) The Imxieriai Bank with its branches. 

(2) The Joint Stock Banks (with brandies in tJie case ol a lew). 

(J) Co-0|>erativc Central Bunks and the Madras (Antral liibun Bank. 

(4) The Exchange Banks. 

(5) Land mortgage hanks. 

(6) Government Savings Banks. 

{7) Nidhis. 

{H) Fund oiUces. 

(9) Cliit funds. 

(10) Government bonds. 

(11) Joint Stock Coiupaaics. 

The i>ublic, 1 thinks have ample facilities for the iiu cstiiicnt oi their 
savings. 

1 think that th^ liabit of the peox>Je oi iiidia to invest in gold, silvcjr 
and diamonds is systematically growing and times of it nuiy '>e seen 
even in the houses ol coininon lyots. The readily realisable nature of the 
investment appeais to his mind so considerably that even at the iisk ol 
personal discomforts he would invest his savings, if tliey could be so termed, 
us well as his borrowings in gold and silver. The extravagant habit of 
investing in diamonds lias not spread even among the richer agricultural 
ciasSj while in towns and cities its popularity is aiinost alarming. Jt is a 
well-known fact that unlike gold and silver, diamond jewehery does not 
fetch a good xinee so readily as the foriuer which liuve always a ready 
market. To ail iiiactical purxroses gold and silver may be regarded as cash 
in hand but diamonds are not in such a liapi>y i>osition. Ax>ai*t from their 
alluring brilliance, they have nothing to reeoiiiraend themselves. 

2. 1 learn that tJie postal cash certificates are not very popular in these 
districts. As ‘a first step towards making them more x>opul ir, 1 should 

^ suggest that they are made negotiable. Jt is mostly the lower middle class 
that resort to such forms of investment, lii most oi the Western coiintnca, 
this institution is most popular among the agriculturists and industrial 
workers. >Jo traces of such popularity can be said to exist in India. 

1 am of opinion that it is not so much the coiiiiietitioii of the Goveiii- 
nieiit with bankers and banking institutions that matters most but the 
use to which all such savings ot the country are put to. They are, if 1 
may so say, utilised for the curi*ent expenditure of the Goverunieut, and 
the peoi>le are deprived of the benefits of their savings. It would not bo 
out of place to mention the grievance of the Father of Irish co-operation, 
Bir llorace PJunket, that the deposits of the local savings banks were 
transferred to London and so lost to Ireland which has never enjoyed a 
plethora of money. If Indian agriculture and industries are to he sup- 
plied with all the capital they can usefully employ, the savings of the 
people should as fur as possible be made available lor their deveioiuuent. 

3. To a considerable extent, farmers lend to fellow -agriculturists on terms 
much more favourable than the village sowcar. Any surplus money in a 
prosperous year after meeting a few loans is invested in gold and silver 
and [and. 

4. The development of cheque habit in India has not kept pace with 
the development of banking facilities, it has made very slow progress, 
i^yond the official class, and the regular merchants, cheques are not 
popular as in the West among the other classes. This is vastly due to 
the minimum balance, generally prohibitive to an ordinary person, itisist- 
od upon by the banks. Unless lower amounts ai'e accepted and our shop- 
keepers educated to accept cheques for even small amounts, no bright 
future for the cheque habit can be foretold. 1 may observe here that the 
abolition of stamp duty on cheques has not made any appreciable differ- 
ence in the volume of dieques. As already stated, the cheque habit is 
popular among the h^er official class and merchants who are not at all 
affected by the abolition while it is not sufficient ihdueement to acquire 



Tiit» It may be premised that the abolition has not matorianf 
affected the cheque habit. 

Two thiiifis should be done iHjlare the clteciue habit could spi'cad through- 
out tile country. It should bo in the vernacular script oi the province ^td 
the small depositor should not be Iriglitonod away by very high miiiimuni 
balances. iViy expcriciico ot beotch banks is that they do not insist on any 
luinimum. ihere were times when only a lew shillings wore left to the 
credit of my account. 


1 am not very hox>eful that u measure like the payment of Ooveriuueitt 
ii^^rvants and bank employees above Ks. iOO by cheques W'ould in any way 
lui-ther the cheque hahii. To start with, it may Im observed that except 
111 the case ot a fea, the transactions of the majority of us ut‘e sttial!, 
involving small amounts, aiid the ordinary gi-ocer, laundry'inan, iniliiner, 
butcher, etc., have not yet ucquii'ed the liabit of uc*(«x^ting (diocpies in 
satisiaction of sums due to them. Why^ must of them do not have a bank 
account, and in the uhseiice oi a bank acx.‘ount W'e cannot exiH?et them to 
acc*oi)t our cheques. Jiuiiking in iiidia has not developed so far and the 
advantage ol caequo currency in national linance is almost a cIoschI book 
to many. tntil and unless banking laeilities ai*e brought aithin the 
reach of men ol limited means, us it is in most oi the western countries, 
it would be difficult to popularize clitHpie habit. 


Cheques, pay ing-iii-slix) hooks, deposit riM.eipts and other bank forms 
may be hiiinguat. J’he hank advertisements iiuMuding those of the Imiwrial 
iinnk now appearing in vernacular papers arc so clumsily worded as to 
iKi iuconiprcnensihle to readers ignorant of Kiiglish. A inore simplified 
form, avoiding tec*liiiical words, should lie adoptuci on the lines of American 
adv'ortisenients. The inqiorlunce ol u ju<liciuus^ propaganda in vernacular 
newspapers for stimuuitiiig hanking in rural areas caiiiiot he over- 
exaggerated. 

5. 1 do not wish to suhscrihe to the opinion held liy a i lass of wrilcis 
that the hanking and iiivcstinent haidt in India has not heen very marked, 
it must he said that their growth coulil have l>een accelerated hy certain 
factors. Mention should at the same time l»e made of (H:U-tuin forces that 
have stemmed the tide of haukiug in India. 


The iHoiieers of hanking in India have not ^et succeedcil in evolving 
a compact money iiiurktd. C)ur hanks work with inado<iiiate cash lefjcrvo 
and as Keynes puts it. * Kvery one is rtH'koiiiiig in a cri.sis upon every 
one else.” This anomaly has not heen removed with tlie amalgamation ol 
the three Presidency hunks. Tlie Imperial if auk of India as at present 
constituted cannot he called a Central Bank although it is easily the most 
important constituent ol tlie money market in imlia. 

The right of issuing currency lias )>een vested in the Coveriimcui. This 
divorce between paxier currency and banking has made our currency system 
extremely inelastic. The evil was aggravated when the mint also was idosed 
to the public. The expansion and contraction ot currency aio thus entirely 
in the hands of the Government. Apart from this iundamental defect, 
big reserves have under this system to he held in Jjoiuloii, viz., the Gold 
Standard Beserve and the sterling portion ol the Paper Currency iU'serve. 
if these could be kept with the Imiieriul Bank, proiKuiy recon.s true ted 
for the purpose, or with a State hank, the credit iamine from which India 
is at present suffering would be a thing oi the past. 

This leads us to the second cause, that of the relation hetween Indian 
Banks and exchange banks which form the second main uuusiituciil ol tho 
money market in India. As our banks are practically debarred irom doing 
exchange business, the exchange banks look to their head offices abroad lor 
finances at the busy season and not to the Imperial Bank of India oi any 
other bank. 


This brings us to the ineftective nature ^ the Indian Joint Stojk 
Banks, the third main constituent of the Indian money market. In the 
absonoe of a regular discount market financYi by tlie 
bank rate will continue to be merely nominal as at preserit. 

Bank must occupy the same position m the money market in India as the 
Bank of England does in England. 

If the relationship of the Imperial . Bank the organia^ wust^ 

tnents of the money market is so loose, it is no wonder 

fitih th© unorganised constituents, represented by the indigenoua banker^ 



(with ^riTAto banks standing at one end and the small village soaviit 
cfiargitig usurious iu terost at the other) must l>e very remote. (t is 
theretore clear that until the money market is better organised so as t<i 
brmg all its eanstituent parts into more intimate touch with the Imperial 
Bunk, there can be no real impetus to the growth of bunking in itiuia. 

I wish to suggest that the l>est way to develop Indiaa banking is to coii> 
vert the imperial Bank into a State bank or to start an itide|>endciit 
State bank; to which will be entrusted as a matter of course all tbie funds 
and all the banking business of the Government, including the i^suo or 
notes. The primary aim of the State bank should not be higher and higher 
dividends but better and l>€tter banking facilities. The unhealthy rivalries 
and other inherent evils in the present system can be removed only by 
this measure, it ought to sene as a banker's bank, it should instituio 

clearing houses and lend through these banks rather than do it directly. 

One of the most salutaiy effects of the oi>ening of new branches in recent 
years by the Imperial Bank has l>een the case witli which auy one in nee<l 
of money for a short period, In? it even u few days, can get on the secunty 

of jewels de|>osited with the bank at 1 |)er <.?ent above the bank rate sub- 

ject to a minitiiuin of 7 per cent, i have it on authority that this ls 
increasing in popularity among all classes, especially with the upper 
middle class who are very parti<ailar that their transactions ought not to 
be known to others. 

It is rather difficult for most people to get aiarommodation for a few 
days with the indigenous bankers. But tlie Imperial Bank is ready to 
come to tile rescue of such people. Take for instance a local dealer wanting 
money to pay for a consignment of crackers he has ordered for DeepavaJi. 
What lie wants is a sum of money and ho knows be can rej^ay it imme- 
diately after the festival. He takes a jewel or two to the Imperial Bunk 
and gets advance on the pledge of the jewels and redeems them us soon as 
h© realizes the amount. The bank insists on the iniyment of a minimum 
interest of one rupee, wliieh no one would grudge to i>ay. 

As already mentioned, produce loan business has vastly developed, con- 
ferriug real Ijeaefit on the merchants wlio cannot find an immediate market 
but must have cash to carry on their business. 

Lastly it may lie observed that many indigenoiiij bankers in tlie good 
iKKiks of the bank are enabled to borrow- from the bank to augment Iboir 
available resources and lend out to their usual constituents at higlicr latcs 
of interest. This state of affairs has a demoralizing offec^t on genuine 
banking operations and it is high time these interlopers are done away 
with. 
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7 . — AgricuUural credit and credit faciliiie$ for $maU industries 

1. The present system by which the agriculturist obtains finance (a) 
for ex|>enses during cultivation, (h) for capital and permanent improve- 
ments, and (c) for other s|>ecin! ne^s, e.g., failure of inonstKin. for land 
revenue, ©to., is through (1) co-operative societies in villages where they 
exist, (2) local money-lenders, merchants, (sowcars) landlords and inamdars 
and (3) Government under tlie Agriculturists Loans Act and the Land 
Improvement Loans Act. 

The rates of interest charged hy co-operative societies is 9jl ]»er cent 

for all kinds of loans, i.e., short or long-term loans, whether on the seiairity 
of standing crop, produce, surety, or mortgage of land. The n.te of inte- 
reBt charged by Government on takavi loans is now at 61 per <‘ont. As 
regards the rates of interest charge^l h3' Wal money-lenders nnd merchants, 
etc., they vary with reference to the individual borrowers, their financial 
and other circumstances, the period of loans and the .so<'iiriti>s given and 
accepted. The details are as follows. 

Short-term loans reparable at the next harvest : 12 t^> 1ft ncr cent is 

generally charged to ordinary ryots, mostly gold security is accepted. 
Money-lenders do not generally give loans to ordinary rvots on simple pro- 
notes.^ In cases where the agriculturists agree to give over their pro- 

duce in repayment of the loans, merchants generally finance agrimUnrists 
hut the interest in this case works out at 24 to 4R per cent or even more. 
Solvent ryots always secure short-term loans at 9 or 10 pf*r I'cnt on simplo 
pT*o-notcs. As regards long-term loans, ordinary rvots g(4 lliein on the 

security of land mortgage at 10 to 12 per cent whereas w^ll .<o-do n'ots 

procure them even at 6 to 71 per cent. Long-term loans by uiiv <*lass of 
ryots are secured only on mortgage of landed properties. 

Co-operative societies give loans to their memlHU's for shoit-tcriii pur- 
poses on the surety of two memlKU’s or on the Rec*urity of standing crops 
or produce and for long-term nurfmses on the mortgage of landed proper- 
ties repayable in a number of instalments out of the .'inutial savings of 
members. Takavi loans hv Government arc secured by the mortgage of 
land in the case of land improvements. 

The part played in agricultural finance by Government is flpongh the 
Agriculturists and Land Improvement Loans Act. Doans needed for the 
purchase of agricultural cattle end other requisites arc given under the 
provisions of the Agriculturists Loans Acjt repayable in a numl>er of vears. 
Fcr permanent improvements to lands and for reclamation of waste lands, 
loans are given hy Government under the provisions of the Land Improve- 
ment Loans Act. These loans are also repayable in a numlx^r of years. 
Only in Government villages these loans are generally given. In zamin- 
Hari and other in am villages these loans are not popular. The Imperial 
Bank of India and other joint-stock banks do not finance the agriculturist 
direct. The Tranerial Bank of India finam^ the big rnonev-lcndci*s in 
towns by way of cash credit for moftey-lending business and those f*eoplft 
in their turn finance the agriculturist at higher rates of interest ranging 
from 12 to 1ft per cent on the security of gold. In some cases wdiere 
the money-lenders or merchants have no credit, with the Imoorial Bank 
oi have exhausted their credit, they collect the gold olTerc.1 as pk^lgo 
to them by the agriculturia^. lodge it with the Imperial Bank, draw 
money on its security at 7 or 71 t>er cent and lend it to small agriculturist's 
at not leas than 12 per cent. Other 5oint-sto#»1r hanks are not popular in 
this part of the country as the Mysore Agricultural Dairy Farming Com- 
pany failed to function successfully. Co-operatiye hsnks play a very ini- 
ftortant nart in the agricultural finance now. There are nearly 
co-dnerative societies in the Vizagapatam district and nearly 600 in the 
Oaijiam district.. AH these societies are popular and they loans 

tbeix mesnhers for all agricultural purposes on advantageous iorms, Tha 
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fndi(?miow« hanks and bankers, professional money-len«1ors, nierchanis and 
dealers, also plaj an important part in the ai^iciiltural finance. Bni they 
are not as advantageous to the agrienlturists as the co-operative societies. 
1he former look to their personal benefit while the latter attempt to 
l>enefit the agriculturist in every way. If co-operative societies are improved 
largely and made to finance their members more freely on the security 
of standing crops and produce and even gold the condition of the agricul- 
iiirists will >)e largely ameliorate^!. 

Coin^>anies trailing in fertilisers, etc., are not very popular here. 1‘hey 
are giving a month’s credit to agriculturists through certain institutions 
taking up the distribution of the manures^ etc. They should try to l>o 
more popular. 

A rough estimate of the t4f)tal requirements of the Gan jam and Viaaga- 
patam districts for ogrieiiltiiral purposes specified al»ove will he aliout two 
croies of rupees. 

So far ns eo-operative societies are concerned the chief defects in the 
system of agricultural finance are the following: — 

(1) The borrowing power of rural societies is gcner-iily fixed at not 
more than J of the net assets of the members comprising the s-xdety hut 
the individual borrowing power is not fixed on the mme nrinciple. This 
is mostly fixed with reference to the average, needs of flie agriculturist 
which is not sufficient for large producers. Slo the fixing of the individual 
maximum borrowing power in rural pieties should on i more lilK'ral 
hasl< so ns to satisfy the needs of all log agriculturists in villages Iwiih under 
short and long terms. The fixing of the maximum borrowing power of 
societies also should he more liberal so ns to cover the long-term needs of all 
the members ns land mortgage hanks cannot he expected to function for 
each and every village. 

The obtaining of loans by sricueties from tlie central hank was 
niginally on the strongtii of the loan recoin mend at ion of the Assistant 
Hegistrar. Of lnt<* this |K)wer has been transfer?*ed to unions functioning 
properly and much delay has lu^en saved. Sitill there arc some unions 
which have not got the jiower of direct recommendation of loans to the central 
hank and there is naturally some delay in the societies affiliated to eueh 
unions getting loans from the central hank. Rteps luive to he taken to 
improve the condition of such unions by educating the governing body 
members and by exercising lietter control over the supervisors enqiloyed by 
such unions. 

(3) In n majority of the siK*ieties, want of ediic.rtion on the part of 
the office-bearers of wK^ieties not to speak of the memliers stands in the 
vay of getting loans at the proper time. At everv stage, the societies 
vstand in neetl of help and guidance fi-om the supervisor. Steps should he 
taken to impart necessary education to paiichnyntdars of sof^'eties ns well 
as members. 

As I’egards the svstein of agricultural finance by other agencies such as 
the indigenous hanks and hankers, professional money-lenders, merchants 
find dealers, the well-being of the agriculturist has no consideration at 
tlie*’r hands as thev always look to their personal profit. These agencies 
are not well organised and controlled hv any Act. ITonr-c this system of 
finance w'hieh only aim at self-aggrandisement cannot but he seriously 
defective in many ways. Tt is, therefore, highly desirable that these agen- 
cies should he governed hv an Act of Government like the Usurious 
TiOans Act ” and effectively controlled and supervised. 

There is co-ordination among the various credit agencies including 
Government as shown below. 

As between the Imperial Bank and Government, tbei^ is apparent 
co-ordination Ih view of the fact that all the funds of Govornraeht are 
liwlged in the Imperial Bank with little ot no interest and that said 

Imnk functions as an agent of Government for the receipt or paytnent of 
any money due to or duo by Oovoimmeiit where such hranches eki^; As 
amongst the co-operative hanks and the Imperial Bank also, thore is oo- 
oidinatioa as the latter allows overdrafts to the former to facilitate their 
transactions. There is co-ordination between Gie Imf^erial Bank and tJm 
indigenous hanks and hankers, professional ttioney-lendez^/ metriira and 
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ciottlers m the Iniporiai Batik allows casli credit to the various other 
cw. But this co-ordiuation is not healthy in some eases where tho Iniporiai 
Bank finances nioney-lendei*s and merchants tor ©xuloiting the ignorant 
Hgrioulturists. There is no unhealthy comiietition betwoen the Iiiiperiai 
Bank and the other banks. 

2. The present inethoil of inarkeiitig principal crops is timt ouch indi- 
vidual producer who is indebted to 8 oa*car and who enters into an 

agreement with him hands over the pi'oduce to the sowcar accordingly in 
repayment of the outstanding debt against him at the rates in kind fixed 
at the time of borrowing .money. Others who produce large quantities and 
who can aflord to take the jirotiuec) to tho nearest market centre, sell the 
same iM their advantage in a favourable market. Small producori; sell it 
in their villages only to village dealers wdio go about in making purchases 
foi; merchants in towns and are often cheated by them in measure and 

price, being ignorant of the prevailing foreign market rates. There is a 

general tendency on the |?art of thft illiterate^ and ignorant produirors to 
dispose of their produce outright without waiting for a better market as 
there are no facilities in villages to stock the tii'odiit^ for some time at 
least after harvest. At all important market centres, comini.ssion sales 

are carried on by inerchauts on behalf of tho producers who have to pay 

them a small connnission. If the whole of the proiluco Irought to the 
market is not immediately .sold, some advance is given 03 ^ the commission 
agents on the security oi the produce which will be sold when the market 
is favourable. 

At .some important market centres, eo-oj>erative Joan and sale societies 
are organized with the ol)jeet of assisting the small producers in the mar- 
keting of their iiroduee, chiefly the commercial one. These societies aro 
making headway and hope to benefit the producers largely. I have a lew 
suggestions to make in regard to the pooling of tho prodviw and eftect- 
iiig a sale on co-operative lines. It is an nndonbted fact that tho price 
of any commodity will be iavouraVile to the producer at tho inarket centre 
than at the village where it is produced. 'rherefore, if ev«uy producer 
who proposes to dispose of his produce joins the organization called the 
loan and sale society, ho ivill have the benefit of swuring his saleable i»ra- 
duce in the godown of the organization which wnll be at th(‘ mark(;t centre, 
till a better pric‘e is got. If immediately after he remove.s the }. reduce 
to the godown of the loan and sale society, the desired price is nvit secured, 
he may, if he re([uires money, take a pledge loan and leave the produce 
in the custody ot the so<*iety. The produce left in the custody of the 

society by a numl>er of such producers may be co-operatively marketed to 
a single wdiolosale foreign company dealing in export trade. Such wlioie- 
salo companies can aflord to give a dw'ent price when they secure any 

' fpptduce in a Jot. If eacli individual producer wants to di.sj)osc 3 of his 

" produce as and when he pleases, better price cannot bo securetl, us such 
small quantities will be within the purchase powder of small niKtilleinen. 
1, therefore, suggest that tho produce of agriculturists espcnually the com- 
mercial one, such as, groundnut, cotton, jaggery, etc., should t>e encouraged 
to be pool^ at the market centres and co-operatively marketed to tho 
benefit of the pixiducers where possible, making the produce ready for 
export by big companies making wholesale purchases of such produce. 

V ^ , As already stated above, the credit facilities existing during the coui*sG 
of marketing products are that the producers can have advances up to 
a certain extent on the se^ritj^ of the produce brought to the market 

godewms of Joan [iud._jUMjiN|lljill;ilf1 in as well as private merchants. Tlicso 
godoiwns^*^*b^fig generally . sitqated at the market centres are not within 

the easy reach of small produeef8-#ituated at a distance from the inarket. 
It is always* the small ' prqdiSto‘<ithit ^fe exploited by the merchants or 
dealers who^o-to vilm^s pWcha^e stock at dubious rates under false 
weights or measures from these iiroducers as they depend for their liveli- 
hood mainly upon the produce ^ raised by them. The big pioduc(jrs who 
do not depend for their living on the money realized by the sale of their 
produce immediately after it is harvested can afford to wait till a better 
price is offered for their produce. These people also dispose of their 
produce early being unable to secure the produce safe. If they are given 
facilities to keep the produce secure in some godowns near their villages 
Und ' to borrow the needed money on tlie security of such produ^ there is 
scope for improving the economic condition of tho agricult uristf^ 
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Co-operative aoeieties here and there and oo>o|ierativo loan anti bale socie- 
ties situated at the market centres are ti-ying to help the produceni in 
this matter this is on a very limited scale. If cver>* village or a 
group of villages is provided with godowns within five miles from their head- 
quarters to stock their produce with facilities to borrow money on the 
security of such produce, it is sure that evei*y producer of commercial 
crops will certainly hold up the produce for a better market and will also 
try to market the produce on co-operative lines so as to get all the profit- 
that is now taken away by the nnddlemen for themselves. 

Foreign trade is not generally undertaken by agriculturists but is 
mainly attended to by European firms. 

The Imperial Bank of India gives loans on the stHurity ot produce 
collected and jdaced in its custody either at its godowns or the godowns 
of the millowners. Bankers and merchants also give udvar.cos on the 
security of produce placed in their custody. 

For internal remittance the facilities available to the public are that 
hundis are discounted locally in the Imx>erial Bunk of India at the time 
of presenting if the presentor happens to be a constituent. 

Where there are no branches of the Imperial Bank internal remittances 
are found to ho difficult. Facilities may be created at all important 
market centres to open sub-branches of the Imiieriai Bank. 

Sample copies of hundis current in these parts are attached. 

1 have no suggestions to make. 

Hundis are discounted locally in the Impel ial Bank of India at the 
time of presenting if the presentor happens to be a conscituent. Bui* 
generally the disc'ounting business is done by other bankei's wlio happen 
to have their head offices at metrox>olitan centres. Hundis are liekl l»y 
middlemon, merchants or commission agents also. 

At first cajntal is raised by the village sowcar on (lie pledge of produce 
collected by him and sold to the merchant in the town. i'be merchant 
in the town pledges the produce in Jiis turn witii the Imperial Bank of 
India and obtains idedge receiiits and letters of iiiinsler are accepted 
and hnuiice obtained by the owners. 

No difficulties came to my knowledge. 

1 have nothing to say. 

3. There are several kinds of land tenures in this area and the duel 

among them are: — v » 

(1) Zamindari jirayati, (2) Government jirayati and (3) iuam. 

The value of zamindari jirayati and Government jirayati lands are — 

Zamindari dry lls. 50 to Ks. 300, zamindari wet Bs, 150 to Bs. 600, 
Government dry Ks. 90 to Ks. 600, Government wet Ks. 200 to Ks, 1,000, 
inaiu dry Ks. 300 to Ks. 700, and inam wet Ks. 500 to Ks. 1,200. 

The value of land in Government auction for non-payment of revenue 
or sale by court decree decreases by 25 per cent to 50 xier cent. 

4. There is no legal impediment generally. 

There are no land mortgage banks but 4hitre are co-operative ceiiti al 
banks for the provision of long-term credit to primary societies* 

The co-operative banks raise fund# the basis of their paid-up share 
capital and reserve fqnd up to ten tii^ give long-term loans not 
exceeding six years* 

A central co-operative land mortgage bank for the province has been 
recently prganizea with the object of raising long-term credit required. 
To utilize the funds raised by this bank primary land ' moi*tgage banks, 
on the lines of the models now working, may be freely organized in every 
district for providing long-term credit to landholders atii tenants. 

(a) Subdivision and separate registering of holdings may be freely 
|tid promptly carried on both in the Governm«it and zamindari tracts.* 
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Tw, from deposits^ funds from central institntions or debenture lK>ndi 
and ahare capital by members. 

Yes the debenture bonds should carry Government guarantee for both 
principal and interest. 

The mortgages obtained by the bank should be pledged to Government 
as c^ollateral security up to 50 per i^ent of the guaranteed amount in 
excess. 

6. The following are the small industries allied to ugrieulturo. mostly 
hand-spinning and jngger>' making. 


II , — I ml igeno hank i ng . 

1. The functions of the indigenous bank or banker are: — 

(1) Money lending, (2) hundi transferring, (3) wm^mund gold loan 
business, (4) purchase and sale of silver, gold and gold coins and (5) giving 
ciedit accommodation to small merchants and dealers. 

V. Indigenous banks and hankers assist agriculturists in agrit ultural 
seasons by giving loans to them on the pledge of gold and by also giving 
them clean advances after obtaining contracts from them to deliver their 
produce to them at prices fixed or for sale at their godowns on commission 
system. Some bankers give cnnlit accommodation to iH*tty traders. 

3. The organization of the indigenous banking systtun generally com- 
prises a capital outlay of ten to fifty thousand rupees and the vrdume of their 
l)Usines.s extends to aliout ten times their outlay. I'heir expense range 
between 15 and 25 ]>er cent of tlioir profits. Excepting clerical and some out- 
door business, the remaining work is personally ittended to by the banker 
himself. There is no relation lietwcnui one iiidigonons hank and nnotlior, 
but a majority of indigenous banks have credit acoommodation with the 
Imperial Bank of India. 

5. Indigenous bankers generally give loans on the pledge of gold or on 

condition of the agriculturists* produce being delivered to them either at a 
fixed rate or on commission system. Twelve per cent intorost is charged! 
on loans which are generally given on pro-notes. Houw mortgage in 
towns or sureties are taken generally. Cash credits are allowed at 9 pen* 
cent to well-known traders. • 

Indigenous banks and bankers will have some outlay in the lieginning 
which will be subscribed by a number of them joining together in some 
cases. They raise funds from the Imperial Bank by way of cash credit 
and also purchase goods, etc., on credit by making small advan(,*es. 

1 have not knowm instances wdierein these bankers receive d(*posits. 

6. Generally 12 to 18 per cent is charged in money while the rate in 
kind works out at 24 to 48 per cent. 

If the agriculturists are organized in such a way as to completely repay 
the dues of the bankers annually without having running accofints with 
them, these rates could bo brought down. Honesty on the part of the 
agriculturists also would go a great way in ameliorating their present 
deplorable condition. 

7. There is prejudice and the borrowers nre helpless. 

Yes, they are sufficiently protected. 

Yes, they are conducted on sound lines. There are no defects. 

8. The establishment in recent years of co-operative banks all over the 
Presidency has to some extent brought down the rates of interest on loans 
by indigenous banks and bankers and merchants. Tlie organization of 
the co-operative movement on more sound lines and on a larger scale 
would set the indigenous banking system on a l>etter footing and improve 
the level of honesty of the bankers. The indigenous banking community 
will resent the introduction of any measures for regulating their opera- 
tioug. The system will organize itself in course of time when there gre 
pthpi* eppeerpg to correct it. 
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9 The net return would come to twice what other concerns are ^ 
i.e., if honest banking yields 6 per cent, indigenous banking would yield 
12 per cent, 

10. Generally they are able to meet all demands but are now and ^en 
obliged to refuse some on account of the unacceptable nature of seeunties 
offered. 

11. A link may be formed between tbe indigenous banking system and 
the central money market and proinncial capitals only if these bankers 
deal honestly and moderately and if they transfer tboir ple<1p;ed securities 
to the central money market and provincial capitals. In that case all ac- 
commodation required l)y these banks may he allowed and facilities created 
to take their surplus resources on reasonable terms. 

T would suggest the establishment of local banks with local directo- 
rates at all important centres where indigenous banking system prevails 
with facilities created to indigenous banks to get aceommodaiiim from" 
them. The sphere of operations of these l)anks may be restricted to mer- 
cantile or other activities so that there max he no unhealthi^ competition 
between them and the hanks organized exclusively for agriculturists. 

Such hanks may he formed with indigenons hankers also as their consti- 
tuents having share or interest in them so that those hanks may utilise 
the local knowledge and experience of the indigenons hanks and also 
inspire their confidence. 

The eonipotition of the indigenons hankers with such a hank will he 
avoided if such hanks use the indigenous hanks ns their agents and restrict 
their operations mainly to the indigenous hankci’s. 

12. T do not think there is a large amount of idle monev in the hands 
of indigenous hankers. However, a few hankers here and tliere mav keen 
idle monev for want of sufficient enterprising spirit. Propaganda with 
such people wiM bring out the money for remunerative employment in 
the concerned districts. 


^ 177 . — Jnvesiment hahii and nttracfwn of capital. 

1. The existing hanking resourc;es in the provinoo are deposits hv 
eamindars, big landlords, merchants and officers, funds of insni'anoo and 
other companies. 

It is not additional capital that is so much reM|uircd, hut the habit of 
hanking. 

For encouraging savings and investment habit, the chief institotiens 
in existence are: 0) Life insurance companies, (2) postal savings bank, 
co-operative banks, ('4) ioiiit-stock banks and (!S) debentures. Govern- 
ment promissory notes, postal cash certificates and war bonds and provident 

funds. 

Tes, facilities are provided for, but there is no comi>ulsoi*y means of 
savings. 

The existing facilities can l>e extended in smaller interior placea also 
by carrying on propaganda at a time w^ben the rural population will be 

in possession of funds. Postal savings bank accounts also may be opened 

in branch post offices. Co-operative hanks and societies mav be induced 
to attract deposits by offering favourable mtes of interest end the ufiu- 
rious money-lending profession should be killed by the enactment of a law. 

India being a self-contained agricultural land, its people had no nece-^ 
sity to deal with foreigners in bygone days. Tbev used to invest their 
savings on lands, gold, silver and other valuables. In times of need, 
they could easily raise monev on tbe mortgage of the gold and ailver 
ornaments or bv their sale. Now ,on account of the western civiliaation. 
this habit of investing in gold and silver is going out of fashion in ^ en- 
lightened circles. A majority of people are now investing their savings 
not in purchasing lands but on Government paper, debentures, etc. 
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Posl^I oisk certificates are popular in these parts to a small extent 
iU;^ ^lightened circles. Intense propaganda will make them more popvlar. 

Ho change is reciuired. The existing rates o( interest and terms of 
issue are good enough. 

No. The restriction on withdrawal of monoy once in a weok has to he 
removed and interest on daily balances may *l>o allowtHl. 

Gktnerally the officia] and enlightened class resort to siujh UmwH of 
investment. 

Yes, by altering the existing rules to suit the convonieneo of labouring 
classes. 

I do not think there is competition. The rotes" nllowod on ptvsfcnl cash 
certificates, etc., are reasonable. 

3. Government securities can he purchased and sold freely nt the 
Imperial Bank of India and certain other hanks and the Govorntnent post 
offices at par. 

Small agricult urisis and small investors do not go in for thi.s form of 
investment. 


Land mortgage hanks issue and puivhasc debentures. 

Generally agriculturists invest their surphis funds in n |)rosj>eroti.s 
year in purclmsing gold and neighbouring lands or in giving lonns on the 
mortgage ot lands. Other classes of peoide invest thfur savings in 
banks or in disehargiiig prior debts where* there are such. 

The farmers lend to fellow agriculturists at 12 per cent on the mort- 
gage of land, Surplu.s money in a prosperous year is invested in pur- 
chasing land or gold or in giving it as a loan on the security of land. 

Among the indigenous population very few havc^ money rocjuired for 
capital. The few that possess money invest it in loans to fellow agij- 
culturists and thus improve the capital which is distrihutcfl most gen€^ 
rally in the village itvself as the supervision of the capital can bo eaKily 
made hy the concerned man himself personally. 

4. Only in the Imperial Bank and in the Vizianagram Cential Bank 
the habit of using cheques on current accounts with tb(' hank.s finds a place. 

The abolition of stamp duty on cheques did not popularize the habit 
of using cheques in these parts. 

Only officials and business men use cheques. The cheque habit may 
be further promoted by irulncing highly-paid offic-ers to open current 
accounts in banks. 


I have no suggestions to make. 


5. This is partly due to the non-existence of banks in India in oldcju 
days within the easy reach of the investing jiuhlic wlio were all landlords 
and partly clue to the alisence of enterprising spirit among them ns they 
were all a set of uneducated people. 


Well-to-do and wealthy people and zamindars may he induced by 
Government to put in their surplus money in productive undertakings by 
carrying on propaganda and bv offering Government guarantee as to their 
proper utilization of the funds. 


Among business men and middle class people banking habit has taken 
root and people freely resort to the banks for investment i 

rowing also. Every merchant of some standing has credit with the bank 
and they have all* kinds of transactions with it. Gold loans are taken 
from the hank by all middle class people. 
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Written eridence of M.R Jly. C. BHASKARA RAO NAYUDU Gartif 
B.A., Deputy Registrar of Co-operative Societies, Rajahmundry. 


I, — Ag» it ulf mat credit and credit facHitivs fur sniaU industries. 

1, (a) Agrifultiirusts get loans (i) from co-operative soeielies in 
villages where such societies exist, (ii) I'rom local uioney-lenderB (.sowcars), 
and (iii) iroin the mei'chant who stipulates to buy the pnHluce as soon 
as it is harvested at a price wdiich is lixed to his advantage. Jt 
cannot l>e definitely stated what proportion ol the financing is done 
them. The working capital of Alainnru Co-operative 8(Hiety is its, 1, 08, IKK), 
of Kapileswarapiiram Co~oi>erative Society is Jls. 01,880, of llaniacliandra- 
j>urain Co-operative Society is Us. 80, (HK), <»f Palivelu Co-operative Society, 
Us. 95j0tK) and of Uodasakurru Co-operative Society, Us. 1,00,702. These 
are a few of the larger societies. But the majority of the societies arc very 
small institutions, (iv) The agriculturists are financed indire<tly by the 
Imperial Bank also. The less the efficiency or activity of the co-oj»erative 
society co!K‘erned tlie larger is the part played by the other two agencies. 
The number of societies doing appreeiahle work cannot he more fhun 10 per 
cent of the total number of such .societies while 20 per cent of them 
are practically dormant. 

(b) In the case of capital and permanent improvements the co-operative 
society, the land mortgage liank where one exists, and the loeal eapitalist 
(e.g., a rich brother ryot) finance the agriculturist. The Covernment lends 
up to Us. 50,000 to land mortgage hanks which lend lor permanent iminove- 
meiits of land besides the redemption of prior debts. 

(c) For special needs as failure of moiusoon and for land revenue 
the agencies mentioned in (a) play the most important part. 

The rate of interest in co-operative societies is as a rule Ojl per eent per 
annum, while the rate of interest of the local money -lender ranges from 0 or 
7a per cent to 18 per cent or 36 per cent. TmcIvo per cent is the normal 
rate when the security is good. In the case of the merchant who Jtuids tho 
ryot entering into forvV'ard <ontracts with him, the rate may work up to 
24 or 3G per cent. In some cases it may he even more (say 50 i»er cent). 

As far as co-operative societies are concerned the rates are tlie sumo 
with regard to (o), (b) and (<•>, hut in the case of the ordinary money- 
lender the longer the term and tho more substantial the security the lesser 
is generally the rate of interest, but the difference in the rates may not he 
more than 3 or 4 per cent. The normal rate may he taken to Ins 0 per 
cent. 

The periods fixed in. the case of loans referred to in (a) arc mostly one 
year or less according to the nature of the crop and the season of harvest. 
In the case of capital and permanent improvements the periods range from 
two to five years and in some cases they may run up to even 10 years. (Co- 
operative land mortgage banks lend for 20 years. In the case of (c) the 
periods are the same as in the case of (a). 

In the case of (a) and (c) the loans arc mostly 6n personal security or 
on the security of standing crops or produce; while in the case of (b) tho 
security is mostly immovable property. 

In the case of (a) and (c) ivhen the local merchant finances he Jays down 
tho condition of the produce being sold to him alone at a price fixed at 
the time^ which is generally considor^ibly lower than the iirospective 
ruling price at- or after the harvest season. In the case of weavers, when 
they borrow from a cloth merchant they enter into the contract of seliitig 
the hnished product to the creditor alone at the price fixed by him. 

The Government lends up to Rs. 60,000 to each land mortgage bank. 

Takavi loans are also given for land improvement. The OovernTnent 
g^ves loans to co-operative societies for the consti’uctiou ot godowne tor 



storing grain, for the improveinent of lands and for sinking wells to irriga- 
tion co-operative societies and to land reclamation societies, and through UiO 
industries Department to rjots for the purchase of machinery' connected 
with aater-Jifting. The dairy societi^ have also l^een helped by the Govern- 
nient. 

The lmi>crial Bank of India is allowing cash credit to co-operative central 
banks on the collateral security of the promissory notes of societies. This is 
of course an indirect way of helping the agriculturist in the village. 

The bank gives loans on the pledge of produce in a few cases to 
rich ryots storing largo fpiantities. But the ordinary rj-ot is not 

directly helj[)ed. It is the merchant that mostly gets loans by the 

mortgage of agricultural prcnhice. Thus indirectly the ryot is l>enefited 

as the merchant who borrows inont^y pa3's it to the ryot as the pric-e 
'of the produce. 

The part played, b^' joint-stock banks in the matter of agricultural 

finance is not in evidence in this part of the countiy. 

There are co-operative bunks established throughout the Presidency. 

The Madras C’entral Urban Bunk supplies funds to central banks in 

the districts. There are four such bunks in the East Godavari district 

and one in the Wast Godavari district. The district c*entral banks give 
loans to primary agricultural societies in villages which in their turn Jeiid 
out to the individual r3’ots, 'rhus the said banks pla3' a very important 
part w'ith regard to agricultural hiiance. There are established not less 
than 15,000 primary societies in the Presidenc)^ financed by 50 ^district 
central banks and two iirovincial banks. Seven lakhs of mernliers are 
benefited by them. In the East and West Godavari districts theix' are 
more than 1,000 societies and 80,000 members. 

There are several Mar\varis spread over tlie country who have made 
it their profession to lend out money to the agriculturist as well as the 
urti';5aTi and the pooi* and tlie middie-class people in general. They give 
short-term loans on ,the jileclge of movables sucJi as gold and silverware 
and ornaments. I’he rate of interest for the fiitit three months is lie. 1-0-0 
to Jls. 1-0-0 per eent jior mensem ordinarily. ihe principal and tlie 
interest must bo paid at the end of the third month, in case of default 
the rate is lls, 1-14-0. These shylocks are found even in villages where 
tliere is any opening lor their trade. But they haVe not given an appre- 
eiable number of loans for agricultural purposes. Their Joans are never 
long-term loans. There aix> indigenous proiessionil mono3'- lenders 
(sowxars) in villages, who permanently live therein and cany on their 
trade regularly. In every village, small or large, may ho found such 
11101103 -lenders. Their rate of interest varies from 6 or 7 per cent to 
18 to 36 X)er cent. Thev term fixed is geiierall3^ a few months but they 
are not jiarticular about punctual repayments. They often allow the 
loan to run on for years so that the interest may accumulate. Some 
of them may like to become owmers of the property tliat is mortgaged 
to them. When the security is good they like defaults. They are not 
anxious like the Marwari to get the interest. It ina3’ be safely said that 
a very largo per c'ent of agricultural financing is done by these village 
money-lenders. Probably it is as much as 50 per eent. 

Merchants and dealers. 

This class of money-lenders generally give loans to ryots for various 
agricultural purposes including kist. They are emergent loans and tiie 
ryot approaches the merchant at a time of an urgent need and agiwe^ 
to such disadvantageous conditions as selling the produce to him at a 
certain low price whatever the market price be. He does not mind 
to stipulate even the rate of interest. For, the forward contract entered 
into enables the merchant to get sometimes 30 to 100 per cent of interest 
and it is a short-term loan only. He gets back in a few months much 
more than what he lends out and is ready again to finance the ryot 
at the next occasion. Thus, the poor ryot is compelled to be a chronic 
debtor always at the mercy of the merchant depriving himself of the 
^a^ of the produce rightly due to him, This soi't of agricultural money* 
lenders are qfuite numerous, 
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Defects in the system nf obtmning finetme by the aijricuU mists, 

I shall take up one agency alter another in discuasiug this question. — 

(1) CV>-operative societies are not eatabUshecl in all the exiHting 
viUag€«. Tlie reason is that there are not sufficient active agencies to 
organise sfaneties in all the villages where thei'e are no societies now. 
The remedy is to create new agencies or make the present agencic^s (e.g., 
unions, federations, honorary organisers and adnnnistnvtivc inspectors) 
sirfficiently active. 

(2) Even in the villages in which the societies exist the whole 

financing is not done by them — 

(а) All the ryots are not admitted into the society. 

(б) They are not supplied with funds as readily as they should. 

(r) Even the ryots who are already members of the existing 

society are not supplied with the entire money refiuiriHl. 

Iteasons. 

(a) (i) Good character is the most important condition of admis- 

sion into a co-operative .society. Several people aro therefore necessarily 
kept out of the.se societies. 

(ii) Tim panchayat of some socneties are indifferent to their duty. 
They do not mind taking the necessary trouble to find out and induce 

actively all the meml)eis iliat may 1)0 admitted. Owing to ](X‘al differ- 
onces or disagreements or party spirit existing in their minds the pan- 
chayat ])asitive1y refu^^e or prevent the admission of even men of good 
character. 

fiii) The old money-lenders have such strong hold on their debtors 

and place such obstacles in the way of th<» ryot (his old client) extricating 

himself from his clutches that the poor ryot does not find it possible 

to join the co-oi)erative smicty and have dealings with it, for fear of 
the local sowcar creditor. 

fiv) For want of ability on tlie part of the society to supply 
sufficient funds several agricultnri.st.H do not give up their old creditors 

and join the society, because such restriction.s ns individual inaximiim 

liorrono'ng power and society’s maximum borrowing power exist in 
societies. The sowcar in the village or outside it, when he can supply 

money, will do so without such restrictions provided there is snffii-ient 
security, i.e , if the value of the property given as security is double 
the amount of nionoy roc^uired. Fnder the present rules obtaining in 

co-operative sw'ieties the needs of all ryots cannot be Kiitisfietl to the 
extent rennir<»d. The rules (hy-laws) cannot he so soon changed for 

fear of difficulties that may present themselves in the lealf/.ation of 
the diK»s from inerrd)ers, Tt may not be possible or desirable to change 
the rule of one-eighth of the net assets of members in fixing the maxi- 
nmm borrowing power of societies. Thus the problem may be solved 

in the near future only to some extent and not completely. 

fv) In some cases want of sufficient repaying caoaeity stands in 
the wav of some of the rvots beiior admitted into sofueties or at any 
rate «)f getting the recjuired funds. The sowcar c'ares only for tin* security 
and df>es not mind the repaying capacity. 

llemedies. 

T suggest remedies for the ahovesaid defects seriatim. 

(i) St<^ps iiiiist 1)0 taken to improve the charofitei* of people by 
example and ])r<Y-epi hy the existing meinl)ers of th«» Sfaiety exmeorned. 
Fn some cases the character of men has improved after they were 
admitUnl into co-operative sotn'eties os such societies exercise a whoh‘- 
sorne influence on its members. The panchayat may admit men who 
are not bej^ond correction on their solemn promise of improving their 
character and conduct. Thus one after another all had char)ut<u-s may 
liecome good in course of time. 

(ii> The indifferent nanebayat must be made to l)e attentive to 
its duty by the general body. Tf it is incorrigible it must be removed 
and replaced by better panchayat who impartially deal with men in 
matter of admission as well as in the matter of granting loans or eoUeoting 
them or otherwise dealing with them. ^ 

108 
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(iii) It the ee*f>perative society l>e enubletl to fully satisfy the 

requirements of tiie wouIcI-Ik; meiiiliei* he may defy his old crfiditor, 

repay all his prior debts, and boldly" join the society. 

(iv) Societies may gradually increase the jiidividual tnaxiimmi 
borrowing power and their own maximum borrowing power by infusing 
conhdonc *<5 into the minds of tinancing l>anks by their regularity and 
punctuality in fnifiliing their obligations to the depositors or the banks. 

Possibiliti€»s for supplying long teun money tlirough such iustitulionfi 
as land mortgage banks niay Ik* developed gradually both regards 
the amount of money lent out and the jmrpose for which it is lent, 
^j’lie munugement must prove to b<‘ sufficiently efficient so that the 

banks may comriumd iiie confidcn<‘e of the public. In course of time 
funds may flow in and all agriculturists may be soiwed satisfactorily. 

As regards the defects found in the system of the agriculturists being 
financed by bjcal UK)ney-leiub*rs and merchants the remedy is in the develop- 
ineut of the co-operative luovcmeitt itself. When the inoney-lendei* or mer- 
chant finds that lie is either scorned or despised by the most influential 
of the villagers or by the lai’gest number of them be must C'ome dowm on 
his knec'.s and correc't himself in his own interest oi’ give u]) liis trade and 
join the co-operative soc ieties itself. 

There is some co-ordination betw-eci^ .some of the financ‘ing agencies. 
There is iinmonse scope for the development of suc*li co-ordination w'bere 
it exists and for its creation wliore it i\oes not exist or is only nominal. 
For instance, the co-operative banks and the joint-stock banks and the 
iiiclividual money-lenders or indigenous banks may be brought cOoser, and 
greater facilities for the flowing of funds from tbc' one to the other 

may he created. 

2. There are four important marketing centivs in the disti^'ict, viz., 

Cocanada, llajahmnndry, Tuni and Peddapurain. As regards cc^conut, 
specially Bodasakurm in the Amalapnr taluk and Amhajipet in the 

Ilazole taluk may he considered to be market cerntres. The ])rincipal 
crops such as paddy are taken by some ryots to the marketing centres 
where they are sold to tin* liK*al mereJiant who deals in them. Mill 
ow’ners also buy paddy and husk them. Agents of grain dealers are 
sent round to villages for advancing money to ryobs and wlien the* 
crop is liarvosted they gather the jiaddy and take the same to tlie mills. 

There arc also merchants wlio act as commission agents and buy 
paddy, etc., in re.sponse to orders received from otlier places. Small 
ryots who get a limited quantity of crops take their produce in their own 
carts to the markets and sell them to ineichants and consumers. 

Co-operative loan and sale societies are useful agents for pooling 

produce and arranging for its marketing. Loan and Sale societies may, 

1k> organized at such marketing centres in the district as Cocanada, 
Rajahmundry, Tuni and Peddapurain. The societies will not only 
encourage tlie pooling of produce but will also help the agriculturi.st 
in selling it to the best possible advantage. The merchants and their 
agents advance loans to agriculturists and draw them into their meshes 
and never permit them to escape from them. The cultivator is obliged 

to take his produce to him and sell the same at a price fixed by the 

creditor. Next, under a number of heads, e.g., go-dowm rent, clerk’.s 

remuneration, kolagaram (measuring and weighing chargesb agents’ 
commii^ion, contribution to charitable funds, etc., the creditors make 
deductions from the sale price. The amount realized bv the sale of 

produce is thus i-educed till at last he is allowed to take with him but 
little after the necessary amount calculated in his own way by the 

creditor is credited to the loan account. The cultivator is therefore 
obliged to resort to the old customer again for a loan at the next 
season. Even when he is not indebted to a sowoar at the marketing 
centre, he is obliged to be at the mercy of the cunning merchant or 
wmmission agent at the place, as the ryot has no godown of his own 
to keep it m the town for leisnrelv arranging for its sale. He is 
anxious to sell nwav his grain or other produce quickly and get hack 

nis village. Tn his hurry to find a sale for the produce he is obliged 



to Itsd awuy by tiio cral ty doalor ou the uiul atlowi!» hullin' 

to t>e deceived uud robJiod l>y hiia. la llieMJ uiurkt'tinji ceutms ail tJie 
deuietb piuy the* bu»ne i^auic with the helplei^si agiuultvuist ho thut no 
one ol tne ioiiuei- is luoixj eoiiHiderate to the eiiltivutor than lite other* 
Co-o|>c*rutive loan and nalo WHoetioH will remove all these evils and help 
the ryot ni obtHiniiig hi.s full .share in the HaUv[)roi'ei*ds. it eo-operalive 

societies in the neighhoui hood bectnno members ol the loan and sale 

society in the market tentre even the cai-ting may he eo-operutively 
axTanged. The ryot may ol)tuiii the advuiiws required by him in his 
own village irom his village society and he may ileliver all Ins produt*!' 
to his society wliich may pool all the produen.' ol the village uad arrunge 
lor the same being caitod to the offic'o ol the loan and sale society wliere 
it may Ik) stoical up in the godowtis ami sold when tlie best priie is 
odereci. As the Loan and Sale Society is u c-o-operative orgain»atiun, 
the profits will lie directly or indirectly sluiied )>y tlie indivulual ryot 
in hi.s turn tlirough his village sex iety aec urdiug to the by-laws I rained 

to the lies! advantage ol the individual nmmher ol the village society. 

It is ol couise an ideal hut it is an ideal which may lie acJiievcnl siKiner 
or later il only the co-oiKMators concerned liave the neec*s.sary deter- 
iniiuition ol [uirpose and steadlastiiess ol will in trying to attain it. 

Morchaiits and luill-owneis buy the produce eilfier in the village or 
at the market centros. Thc?y advanc*e money to the cultivator in several 
( iVses and w hen the iiroduce is uctiially delivt*retl, the hulance, ut ter all 
imaginable deductions are made, is paid to tlie cultivator. Jn a lew 
caHc*s th<‘ \illage ilealer doc*s tlie same thing. in other cases I he <‘ulti- 
vator takes tlie prochne to tlie market centres and sells his produce there 
and returns to his village with such sale-pro<*c'c*dH as he suc*ceedK in 

getting, 'J'he disadvantageous position ol the ryot is e.vplaiiied above. 
There are several <‘o-operatjve societic^s which advance money im thqf 
pledge ol produce or otherwise, thus enabling the ryot to hold back 

the produce until lie ('an sell the same to tin* best advantage. He 
need not burriedly sell away the produce. 'Fin* Imperial liaidi is also 
advancing money to the big merchant or ryot on tin* pl(*dgc ol’ prcKluce. 
lint a piKir ryot is not similarly helped by the said batdv. The co-operative 
societies are serving the [)oor as vvcdl as the rich ryot CHpialiy hut 
thei*e is (oiisiderahle scope lor the development ol tliis Inanch <i| 

activity on the part ol credit soeic»tio8. The <|nantiiv ol work done Wj 
the said .societies would apjiear to he very small when it is coiniiarcd 
with the work that has yet to he done. The necc^ssury lacilitievs for 

.storing up the produce salely and for insuring the same* in small villages 
arct not readily available. II loan and sale unions are organiKed in 
market centres and the village .societies become members ol such unions, 
better lucilities botli lor financing and marketing may b<* availabUi. 

There arc inoney-lender.s in villages wdio play some |>urt with regard 
to hnaiicing of pi'oducts. lint the rulc^ at which they lend or the 

condition.^ ol repayment is very often disadvantageous to the agricul- 

turist. 

Ill the case ol jiroducts ol weaveis, the lotail dimlers in yarn and 

cloth finance them. Hut in this case also the system is attended with 
evils attending the part playcnl by the middleman. Ka incest attempts 

liavc IwM?!! rnii<io by the ( o-operators, official and non -official,, to eliminate 
the middleman by bringing into existence a nundier of w^eavors' socie- 
ties. They have not sufficiently fulfilled the objoc’ts of such iustitntionA. 

3. The value ol land in whicdi pacfdy is cultivated or that ol tlic* coconut 
garden lands (e.g., those in the Hazole and Amalapur taluks) ranges from 
Us. 500 to Its, 2,<K)0 or Rs. 2,5<^. Rs. 1,000 to Rs. 1,500 is more commois. 
In the ca.se of dry croj the price ranges from R^t. 100 to Rb. 500 or evoii 
to Rs. 1.000. Rs, .*100 Rs. 500 is normal. 

(a) Value of fertile land in Government auction for non-payment of. 
revenue does not fall when there is a sufficient iiiimlK^r of agriculturists in 
the locality. Tn deltaic tract.s the nundier of cultivators available i« Ikrge 
and there is little chance of the price falling. Tn dry areas where ibere 
is iiaucity of cultivatoiii the chances of reduction in the price are greater* 
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(//) Even in the cam of <jourt decrees the same conditions prevail. 

(v) Jn the case of private negotiations, us the hurgaitiing is dotio 
more leisurely, the seller has greater ohances of waiting for a favourable 
offer. Even then, if there is not much demand for land and the man 
who offers the laml for sale is in pressing need of money, for some one 
reason or other, he is obliged to jiart with the property for a pri(?o which 
is below the normal. In all the three cases the price deiieiids (i) mi the 
fertility of the soil, (ii) the num)K?r of cultivatons available and (iii) the 
facilities existing for taking the produce! to the market, in unhealtby 
areas, wdiereiii people feel it uncximfortabJe to live, even though the lajid 
is fei-tile, its price is not so high us in healthy tracts. If there is consi- 
derable dilficulty to transport the* produce, the cost of transport may be 
great and so the difference between the price of pioduce where it is bar- 
vc'stocl and that where it is sold is great and this accounts for the price 
of land being less than the i»rice of land near a market cxMitre though the 
fertility and yield are the sa?ne. Thus, when an unexplored country is ot»ened 
by the construction of the fine roads and railway lines the price of land rises. 

JjUnd mortfjage hanks or ayricultural banks, 

4. 'riiere arc! two land mortgage banks in the East (lodavari district. 'J’herc! 
are a iniiiiber of cf>-ojierative credit societies in almost ail large villages, 
which serve as agricultural banks in their own limited sphere of activity. 
Of course, there is immeuso need for develo]>nlent. All the agriculturists 
in a village have not joined the society in that village. Even those who 
have joined liave not been fully fiiiaiicecl. Some of them are still seeking 
the help of the local sowcar or are continuing to be indebted to him. The 
individual maximum borrowing i)ower is so restricted in most of the socie- 
ties that a iiuinlier of the ryots are not able to get all that they reciuire. 
Sufficiently long-term loans are not given by the societies which are not 
able to get sufficiently lojig-term credit. At i>i-eserit some of these village 
societies give loans repayable in 5 or 6 years. In several cases, though the 
loans are given only for 1 year, the short period is ojily so, noiniiially, as 
the member is pra(;tically allowed to continue to be indebted to the society 
year after year 1 ) 3 ’ means of direct hook adjustjnents, or what are in effect 
really book adjustments. This probabh’ reveals the fact that the ryot is 
not able to releaso himself of his indebtedness or even to reduce it. In 
such eases tlio repaying capacity may not be sufficient for one reason or 
other. This is a serious problem, if things go on in this way what i)uri)Ose 
does it servo to have a co-oi)erative societj’ iii the village concerned ! 

The most effective way to get over this difficulty appears to be (1) to find 
means and methods of augmenting the O’ot’s earning capacity and therefore 
of his repaying capacity and (2) to take steps to reduce his expendituie. 
The money wasted by the cultivator in tlie i)erformance of religious and social 
ccreiiionies and in carrying on litigation with his brother agriculturist is 
enorinous. Then the other way to make it possible for him to be able to 
repay his debt is to give iong-teriii loans. The existing land mortgage banks 
are so few and fur between that the work done in this direction is veiy small. 
There is need lor the organization of such banks at least in ever 3 ’ revenue 
ffrku. Perhaps two or more may be estabUshed even in one firka. But who 
is to manage thenir' The management of such banks requires considerable 
legal knowl^ge and skill. It demands the close attention of the directors. 
Considerable intensive investigation work has to be dofie before the loans 
are given and equally intensive supervision work after the 3 " are given. 
Collections have to be made quite promptly. Tlie affaii*s of the members 
have to bo cx)nstautly watched and they should be approached and pi'essed 
for repaj'ment at the right moment. All the vigilance of the local money- 
leader must be exercised bj’ the Directoi's of the land mortgage bank so 
that even a pie available may not be lost uncollected. These baiiks are now 
in their infancy but we can see ahead and almost correctly guess what their 
future will be and what precautions have to be taken to make them success- 
ful. Until sufficient human material is foi-thcoining, until the villagers 
themselves are trained to habits of punctuality in repayment, to habits of 
rigid thrift and economy, not only a good deal of propaganda an^ educative 
work but also close supervision work has to be done by a staff employed by 
the Government or by the central land mortgage bank or a union of primary 
land mortgage banks. 



Meihoil oj u'i/rh and <#/ misinif rapthd bjt the land tnarhpiife hank». 

A of laiid-owiierh form into a MK‘k*iy. "J'lirv put iu ilm 

SHry amount of capital, Tho mtio of the aniount of .sliaro capital wbicb 

a tnem!K>r has to I>ut in to the amount of loan is I : ItK Next, the amounts 
of loans they I'^qnire uiul the partit’ulais of luiuls to Im luoi IgugtHi ami 
other nwtsssary iletails (c.g,, ixypayin^ capacity, mciiilK'i-s in Urn famil,y) 
uith cncuiiihraiux? certificates ai'o furnishotl to the iimnugement. 1j<ihu uppii- 
cations are thoroughly scrutiiiiiw'd and tho loans art^ sanciimuHl hy the 
managing l>ourd. The indenture lioiuhi are registercHl ami deliveixMi in the 
offifS) of the Iwianl. A trust deetl is executed liy the hank in favour of the 
Hegiatrar who is the trustee for the dehonture hohlers. 'fhe llogistrai 
grants iiermissiou to the hank to float delientunvs iijj to the rtspurisl amount. 
Temporary deposits are na^uved fixnn [hmsous (ir institutions that are pie- 
fiared to buy dehentnres fixnn the hank. The loaii.s sanctioned aiT disInirscH 
to tlic incinhers concerned and debentures are issiieil. 

No difficulty whatever is experiencdtl iu raising capital. On the other 
hand it is over-flowing. The rat<? of interest, viz.. 7 jku' cent, is so liigh 
and the security is felt to lie so sound that jioople who have money to spare 
are volunteering to huy delieiitures. The Pithapur J.<und MoHgngi' iiank 
i.s to a large extent financed hy the Muharuju of Pitluipuram. 'J’he Alaminu 
Land Mortgage Bank sold its deliontures among others to Doctor Swami- 
nathan and the Madras Central Urban Bank and the Government. It has 
already disbursed loan.s amounting to a lakh niul a half, wliile the loans 
dishiirse<l by the other hank amount to nearly Rs. 5d,(KKf 1’hero is every 
possibility of the working capital of these Iianks steadily increasing until 
it amounts to some lakhs. There is therefore every necessity for tiiese hanks 
and every possibility of working them siiccessfuily. Kvery revenue tirka 
may have its own hank. 

The individual maximum borrowing power is now only Rs. 2,0(Hh It 
may lie inoreasetl to Rs. .‘J,(KKJ immediately and wJien these hanks arc foiiml 
to lie satisfactorily working ilie borrowing limit may )>e exteiuled to Iks. ri,0<H). 
So long as the management is g<M>d, there will l>e no difficulty in getting 
funds for financing the hanks. Tlie Board of Managcimmt of new' hunks 
must he thoroughly trained before they begin to work. I^ractical hints tor 
their working may Ih^ given to them. The few jahnts of law' that (‘oncern 
them may Ih» explaiiunl to them. 

Thera were certain practical i^uestions relating to the working of these 
bunks which may Ik? taken up into coiisideration. (J) 'fJie memher may 
repay his loan in advance hut he has to pay three months’ interest in advance 
because the bank has to pay three months’ interest iu advance to the dehen- 
ture-liolder if a delienture is rec*alled. But tlie collection of interest which 
is not due is felt to Ik? a hardship hy the inemliers couceriitHl. iiow' to get 
over the difticiilty (2) Another question tiuit fui-es the management is : 

“ What is to ho done with the money riK*<?ived from memhers hy w'ay of 
oixlinary repayments y ” While the amounts of the loans are repaid hy mem- 
liers in annual instalments the delK3ntuie-holderH will not like to receive 
hack the nioiie.v thatr they invt^stiHl in fniying debentures. If the money 
received from menilK'rs under repayiiK?nts of loans is again lent out for 2d 
yeai*s, it w'ould not he fully available for repayment of the value of the 
original delK?ntures c*onc*erued. It is suggfjsted that the Madras Central 
Urban Bank itself may get long-term money hy issuing 2d-yoar debentures 
ithd the existing district central hanks niay. in their turn, get the said 
tehg-term money for being lent to individual land-<>wners through xirimary 
societies. The Aladras Cential Urban Bank coiiimaiicls the eontidenco of the 
public and there may not he any difficulty iu that hank selling such deben- 
tures even if it offers interest at 6 fier cent. Thus the existing hanks tlieiii- 
selves may give long-term (20-.year) loans. Jii such cases the muxiniMin 
borrow'ing power of indniduaLs in .societies may lie enhanced gradually, i.e., 
year after year, so that greater and greater numlwrs of laiidholder.s in a. 
village may obtain relief, the period of each loan lining fixed accxirding to 
eircumstanees. 

Branches of district hanks may he ojiened at convenient centres so that 
primary credit societies may find the financing institutions close at hand 
lor purposes of obtaining loans as well as for repaying them* 



^ At pref^nt the Managing Boards oi the land mortgage banka are 

requtiseci to exercise coasiderahlo caution in giving loans. They have to 
atudy the history ot the title to projwfrty. Tliere are cases in which it is 
lound di^lcult to irac^e back the <ltitereut owners oi the property in the 
past iar enough. At a certain stage the question how a pai'ticular person 
hapi>eJied to got possession ot a certain piece ot land is not answerable satis- 
lactorily. Tlie tear that there may l>e some legal tiaw^ suinewhere in the 
chain of descent (Iransinission l»y inheritance) pi-eseiits itself. Then the 
diihcully ot minors is facing the nianageinent in sev€n*ai causes/ There iijis 
l>een actually a case ot a minor, after liecoining a iiiujor, ohjecting to the 
sale ot a (.certain piece of land l»y his father to a member oi a land mortgage 
bank, who mortgagtKl the said piece ot land to the bank. The civil courts 
decided that the .sale was good as the purpose of sale was good. Had the 
jHU jiose been dec ided to be bad, probably the .sale would have been sot ■ 
aside and the loan given by tlie bank would have lo.st its security. Jt would % 
be a Ikioh to siic*li l>unks it it is only possible to legislate tliut suc*h mort- 
gages by the bunk.s are invulnerable, unless it is proved that the Jtoard ot 
Management acceptcjd a piec*e 4>f lancl tlu>ugii the fact of the unsound natiii'« 
of the .security is cpiite patent. 

ih) There does not appear to be any great clifliculty with regard to 
foi’C!ciosure and sale by any land mortgage l»ank. Execution of awards 
through the civil cjoiirt is very nnsatistactory. Awards may be excMUtcHl 
by the Revenue Officers also as if the amount cs arrear of laud revenue but 
tlie number of execution jictitioics tiiat can be scut to the Revenue Depart- 
iiient is rc^>*tricted to 40 pen* yc‘iu‘ in a taluk. The niovcment hies so far 
developed tliat it is found necessary to allow double or triple this nuudwM- 
ot petitions being sent up tor extH^ution in a taluk, 'riiere has been till 
now no ocHja.sion to foreclose any loan. If iiiovision lias to l»e made lor 
future contingency the above suggestion may naturally be made. 

(c) it may be made the duty of tlie village ofliceis to furnish any 
n©c‘OSvSury inforiiiation to the Hoard of Management readily. 'J’he encuin 
brance certificates are now* given free and the indenture Ixnuls and tlie 
trust deeds are ul.so registered free. If there be no restriction as regaids 
.submitting tlie number of exts ution jietitions from the Hoard of Management 
of land mortgage banks to the Revenue Department for necessaiy action no 
furtlier concc.ssions or [irivileges may ho necessary for them for the present. 

It may be desirable tliat three or four banks may employ a reliable legal 
practitioner to give his expert advice cvitli regard to title to property, etc. 

The present scheme of obtaining working capital liy the sale of dehen- 
turcs is good enough. Prospective debenture-holders temporarily deposit 
money in the hanks and wlion the orders of the Registrar to issue deben- 
tures are received they are sold to the depositors. The provincial bank is 
also now Inlying the debentures of the local land mortgage hanks. The 
mortgage hanks may he allowed to accept long-term dei>o^its for 10, 15 or 
20 years also if there are individual depositei*s or institutions willing to 
offer them. 

The Board of Mauageniont and the deberiturc'-holders will of course he 
ciuite griitifiecl to have the guarantee if the Government he pleased to give 
it. But as far as 1 could judge from niy present knowledge of the woi*king 
of the.so hanks, the guaruntee may not he cxiiite necessary, The )»anks are 
able to get offers to buy debentures without the least difficulty though there 
is no such guarantee given at present. Even if the rate of interest is^ 
ix^duced to 6 iier cent, I believe, it would lie possible for the hanks to soHj? 
debentures so long os their manugement is good and they command tlit i 
couhdonce of the public. 

0 & 0-A. There are several rice-mills in the district. There is no systematic 
clair^ farming industry. Men and women of the .shepherd community bring 
milk, butter and c*urds from villages and sell them to people living in neigh- 
liouring town.s. Even in large villages milk, curd, hutter-milk and clarified 
butter (ghee) ore sold. Large quantities of ghee are daily brought to tht 
market at Rajahmundry in tli© morning and bought by the local merchants, 
who, in their turn, sell the article to customei-s throughout the day. There 
are |>ett.v-tra(lers who go about the villages, collect ghee and pack the same 
in tins whic^h are either sold in large towns or railed to cities like Madras. 

Rough canvas is manufactured in villages like Mandapalli. It is uiied 
for cots and ooinp easy chairs. 
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^ Palmyra jaggery in manufaetureil in some villager in the West GcK^iivari 
district. It is sold in stiandis at KnHa}>et4i in the Huxolo taluk iir tlie 
Ea.st (»odiivari district. It is cheaper than the sugarcane jaggery. It is# 
KiippluHl in lau-ge quantitit's to the sugar factory at Sauinikota. Sugarotiuc 
jaggery is inaiiufacturi>d in several villages in the Kast (lialavari district 
(e.g.. Peildapuriim and Thuposwurain). It is stH*n railwl in large quantities 
from Dwarapudi radway Ktation. 

Palmyra fibre is extracted round about Rajauagaram, u large villaj!l;t> at 
a distance of Id indes fnun Rajuhiniindrv. Tairge quantities of it ar<» luongld 
flown tfj (’ocamida for loreign export. 

^ CfK*onul coir is mannfactnred in small quantities in several villages in 
^ ^the district for local consumption. 

^ There is a large papf‘r manufacturing factory at Rajahmundry. 

Cotton spinning and weaving is dfuie in several villages in bfith East 
and Wf^st (h)davari districts, but the weaver, as such, is not quite pr<»spf*- 
roUH. He is mastly poor though hard-working. Men and women, all work 
for several Iioiirs a flay. Of csnirse, thor<» are )i few ricW imunbers ol tin* 
weaver eomm unity liert* ami th<*re because they are t?aflf‘rs and gaim*#! profit 
and made small fortunes thereby. 

Fruit trade is carried fm in largo quantities in several nmrkf't eentrf*s 
such as Rajabmundry. Pitliapurfim and Tuni. There are «*xtensive gardens 
of imttavia and mango tmvs in the district. From the East fhxlavari 
district tb(*y arc* f'xported to distant places like Hydf*rabafl ami (bdcutta. 
There are st'Vfual ri''liermf*H hamlf'ts along the s«'a (‘tiast north of (Nx'anada. 
Tiurgf* fjuantitif*s ni lisli are caught and sfunc taken to tfiwns like Rajnh- 
mnudry bv motor buses and sold in the markets but a eonHidf*rable fpiantity 
of fish is saltf‘(l and prf*scrvf‘d and exported tf) distant tfiwns in thi* count rv. 
Dry fish is sold in shandis in villagfvs. Some f»f the* fishermen art* rich. 
Hut their liamlets nr<» rather umdenn ami insanitary. Most of them, if not 
all. drink toddy and are poorly clad. 

Then; niv small silk tactorifvs at Peddapiirani and Itajubmiindrv. Silk- 
yarn is inipfirtfs! and aoven intf) cloth. Tin* yarn is also (*f>Ionr<*d at TVulda- 
nnnuii b^fort* if is ^\ov(‘n. fn a ff‘w villages in the <li«trict (e.g.. (hillapaiem 
in tin* ('ocanada talnki flotb is f>oionrf*d. (’onsiflei’alih* skill is exliibitofl 
in the art. 

There are sluK'-makcrs in alnnist all tin* villagi's. Hofit.s and shoes of 
tlie Kurof>f*aii pattern are manufactured in tfiwns. Hnt tin* shfie-makers 
are all poor. Tln*ir habitations are mostly huts or small hovels. Their 
cl<»ffies are dirt.v. Seveial f>f them are driinkardfi. 

Mats, baskets and umbrellas are made of the paimvra leavt's. Mats are 
made of date-tree leavi*s also. Small Imxes ami taitis are made of bam- 
hoos. There is a regular community of bambofi tatii and baskf't manu- 
facturers eallod M(‘(hnn.i in every tfiwn. 

There are s(*veral carpenters, .smiths, silver-smiths and gold-smiths almost 
in every village and tfiwn. 

The nmrnifaeture and trade in ahiminium vessels is carrif*<l on af Rajali- 
tnnndry. Cattle arf* sold in shandis on an appmiahly large .scab* at Tuni. 
%j{iihapnram and Draksharama. 

^ , The once famous earpet-making indiistn* of Ellore has he<*n declining 
for some years past but it is still there. Rough woollen blankets are also 
wfiven on a small scale in the efumtry'. 

A few families earn their bread hv brass and eopnor and gun-meia) vessel 
manufacture in places like Tuni, Pithapuram and Rajah mntldr>^ 

Potters may l>e serm carrying on their profession in most of the villages 
but they are verv few in numlMjr and the pottery is not of a refined qitaliiy. 
They just meet the local demand. 

Flat tiles (like those called Mangalore tiles) are now lieing manufactured 
at Ramarlakota. 

There are masons living in all the large villages and iowua, 
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Iron and HieeUlioxe^ {tnn»k» and suit cases) are now manufactured trfc 
najalimutidry as in Madras. They arc also nicely painted. 

There are Ht»vcral other [irofcssions in the c*oontry carried on on a small 
scale. ^ 

With alt the almvesaid non-aKricultiirnl professions and trades the people 
in general are still fKxir. There Is a large sco|)e for the educated or better- 
informcil in the (onntrv to create or encourage cottage industries on a 
large scale in villages for engaging the i>oor agricultural lulwurer in the 
off-seasons and supplementing his family iiif*ome. CV>-operative industrial 
Sfarieties may formed hut there should l>o the nef^essary number of hono- 
rary workers t^> guide the meml>ers of the mx'ieties and help them in making 
their trade a success. Hrx’ieties fail for want of honest and earnest souls to 
guide the small artisan and to fiiiaiK*i» him and arrange the marketing of 
the finishe<1 gomls. 

The weaver must grow solx^r. Weaver s<xietic‘s may 1 k> established and 
unions of such societies may lx» formed and a eentral organization, which 
may ho a federation of tlie unions, may lx* ostahlishetl at Madras to give 
instructions to societies through unions as regards the kind of cloth that 
may he woven. The ne^•essarv kinds of yarn may lx* bought wholesale and 
supplied to six'ieties through unions. Kocietif^s of fishermen, fruit-sellers 
and small artisans, may Ik' formed and <‘entral societies in places like Madras 
nia:<^ Iw organ izcxl for the regular prefitnhle sale of the produce. The middle- 
man or tim capitalist, who is tn.aking a profit, may lx* thus eliminated. 
There is scope for the development of the art of growing vegetables in 
Rajahinnndrv and Peddapnrain taluks as in Bangalore. 

The particular art or rirofeH-sion (indii.stry or trade) in which a farmer 
may engage himself when he has any time to spare, can ho determined only 
by a close stvidv of Icxal conditions and natural resources. There is c'onsi- 
derahle scope for the de\’eloinnent of <*oir industry, for the manufacture 
of hrnslu^ and for the spinning of yarn if suitable small machinei'y can be 
supplied such as can be liandled by a man or woman in a cottage. The art 
of canvas weaving may be still furtlier developed. The tape manufacture 
done in Rnjahmnndiy by women mostly may lx* oncoiirag^. The manu- 
facture of banians is done in pla<*es like Vizianagram. But it is doubtful 
whether the j)oor agriculturist can buy the ne(*essary machinery. The art 
of making toys may he imnroved and even the farmer and the members of 
his family mav he trainecl in tlie art. At Kondapalli in the Kistna district 
and Nakkapalli in the Vizagapatarn district the art is found to exist. How 
far it may be learncHl by the agriculturist and his family members may be 
studied. Beautiful Indian toys may find a market in the foreign countries. 

Cotton carpets are also manufactured hut they l)ecome dirty soon. Bopes 
are also manufactured of aloe fibre as well as hemp and coconut fibre. 
Scissors and iron eljcsts and locks are also manufactured. Pestles and mor- 
tars of different sizes ai*e cut in stone at Rajahmundry and its neighbour- 
h<x>d. Bandies are made in Amhaii|>et near Amalapnr. Charcoal is prepared 
in villages near Raiahiniindrv. Kavidie.^ of such charcoal are brought down 
to Rajahmundry from upland villages. 

S<X‘ieties for encouraging these cottage industries may be organized 
ill villages. It is host that funds should lx? supplied by local capitalists The 
district hanks and the provincial co-operative bank may also finance thee# 
<*oncet*ns under the necessnrv restrictions or conditions. The Govern nlept^ 
may help the industries with some suKsidy. The scheme of taking shari^ 
as in the case of joint-stock hanks may lx* introduced, hut the shareholdeiiR 
must <s>me in inoi*e with a philanthropic spirit than with a desire to get 
a large ]wc-entago of profits or dividends. There should lx* right-minded 
jx^rsoiis willing to spend their time and energy in managing the affairs of 
th<» said societies properly and in arranging a market for the products. 

Skjhools of arts must lx* established at convenient centres so that children 

the farmer may learn useful arts in which they may engage themselves 
in after-life when they can spare any time after attending to the tilling 
of the soil and the sowing of the .seed or after harvesting the crop. 

7. The co-operative central banks are allowed cash-credit by the Imperial 
Bank of India. This accommodation helps the said banks in the matter of 
maintaining fiuid resources required by rules. The surplus funds of the 
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<M>-op«rative banks are kept in deposit 'writh the Imperial Bank of India. 
The joint-stock banks and the indigenous banks do not appear to have any- 
thing to do with the co-operative banks. 

There has been no difliculty found in obtaining short-term finance for tha 
co-operative societies. Loans may be given without difficulty up to 5 or 0 
years. But further long-term money is not now obtained by the banka. 
The scheme of the hanks issuing 20 years debeutums may be considered. 
If this is allowed to be done at least by the Provincial bank (the Madras 
Central Urban Bank), the difficulty of supplying long-term loans to agricultu- 
rists may be solved. T believe if 6 per cent interest is offered, money will 
flow in to any amount rcnjuired. If this scheme proves suct'esaful, thert» 
need l)e no sei)arate land mortgage banks. There must however be provi- 
sion made for nef‘t»H.sary scrutiny of the security offered, of intensive super- 
vision of memlM>r>i and of timely <M>llection of dues. Steps must bo taken 
to avoid all default. To ensure this, the lepnying enpncity of the borix^wer 
must also l>e carefully studied. Resolutions sanctioning loans must not l>e 
hurriedly passed by the management. **Slow but sure” is a very important 
maxim to be observed in tlio cn.s<5 of disbursing such 20-year long-term 
loans. 

Roughly estimating the outstanding indehtedneHs of the ryot it may pro- 
})ahly he taken to he one lakh per village on an average. This district (East 
CJodavari) may perhaps rcxjuire, to completely repay the old debts of all 
agriculturists, approximately 000 lakhs. This is of course a mere surmise, 
hut T am inclined to believe that it gives a rough idea of the scjope of work 
that is before the credit branch of the co-operative movement. Several of 
the persons involved in debts inav bo beyond possibility of relief being 
afforded according to the system of working of the co-oporative movement. 
Prohahlv one-lmlf of them at least may he relieved of their outside indebted- 
ness. Thus this one district may rtH|uire, T surmise, at least 1^00 lakhs, 
i.e., about 60 times the present working capital of the banks. 

T see no competition existing between co-operative banks and joint-stock 
banks in the Ea.st and We.st Godavari di.stricts. 

It would be for the furtherance of the movement if it is granted exemp- 
tion from ineoine-tax. Reduction of money order commission and insiiranoe 
charges may be allowed with regaid to the remittances by the C‘0-operative 
societies. 


. //. — fn^Iigenous hanking. 

1. Functions. — The indigenous hanks financje agriculture and trade. The 
Marwari lends on the mortgage of i>etiy ornamentH and even of cloth. 
Some of them of course give loans on the mortgage of imniovahlo property. 
Their aim is not to acquire property. They want to make money. Their 
native country is the Bombay Presidency end Gujarat. They like to grow 
rich as quickly as possible. Their conditions of rei>ayineut are such as to 
oblige the borrower to pay down as much interest as po^ible. They do 
not wish to know whether the object of the loan is prfKluctivo or unproduc- 
tive. They lend oven if the loan may prove positively injurious fo tlio 
borrower. 

The village merchant also lends money to the agriculturist. He ia 
also a petty trader. His rates are high as he often rcxiuires the produce 
' to l>o sold to him at n rate fixed to be less than wdiat he expect to be the 
market rate at the time of harvesting or subs€5C|uentIy. His aim is to be 
profited by l)eing able to get the pro<luce into his hands to he sold by him 
when the price of the same is high. 

There are also money-lenders in villages who aim at acquiring the * 
property mortgaged. Their rate of interest is high. They do not mind the 
repayment of the loan. Tf possible they avoid it so that the loan may 
multiply itself and within a few years become so far increased that the 
credi^r may take the proi.erty in lieu of the dues. 

Money-lenders in towms finance trade also. Their conditions of lending 
are more favourable than that of the Marwari who lends on the security 
of property mortgaged. The loans are only short-term loans, repayable 
within a few mont^. 

6. JRafes of intertst that ike aijrieuUuriitt pays, — ^To the village flowear 
the agriculturist pays interest at the rate of 0 per cent to 18 per eimt. |si 
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ihe OAM of forward oontracts tinder whidttlie a^icnltnrist haa to aell hie 
produce to tbe money-lender at a certain fixed price wHioli i« very often 
conaiderably leas than the prevailing market price the rate of interest may 
amount to even 36 per cent or more. The rates could be brought down 
if the co-operative societies work efficiently admitting the agriculturists in 
large numl>ers and giving them loans satisfactorily so that they may not 
be obliged to seek the sowear also in addition to the financial help received 
by the society. 

Beduction of the rate of interest and favourable terms of borrowing 
will certainly bo conducive tc) the woll-lMong of the ryot in general. But 
how far the said reduction will induce the ryot to buy l>etter agricultural 
implements and spend more on agricultural improvements cannot be stated 
with certainty. Ho may spend more on non-productivo purposes such bls 
social or religious ceremonies or on providing more costly iewellei*y to the 
women of the family or on litigation. How far he will be wise to find 
means and methods of bettering his financial condition, one cannot be sure 
of. The richer the ryot, if he is unw'ise, the greater is the debt he incurs 
and the greater the chance of his being reckk^s spending more and more 
on litigation and in giving vent to petty jealonsit^s and ])arty spirit if one 
already exists. His heart must bo reformed. His habits and customs must 
also change. 

8. Horv to mahr indig finotis hanhrra more servicealde to the community . — 
The selfish money-lender will not give up liis w^ays unless he is compelled 
to do so. The legislature must come to the rescue of the ryot or the 
co-operative movement should so far develop that the money-lender may 
find himself neglected or despised unless ho reforms himself. If he finds 
that his money would be idle unleas he deposits the same in co-operative 
societies or lends it out to the ryot on equally favourable conditions, he 
will necessarily change his ways of money-lending. 

Improvement of the indigenovs hanking sgsfem. — The several banks, 
co-operative and otherwise, may he connected with each other in such 
a way that the surplus funds in one may, without difficulty, flow' on into 
the other when needed. Co-operative credit institutions should be orga- 
nissed in every village and town under the special management of the 
local people and the general management of the taluk or the district central 
organization so that the man in the village or town, who has any money 
W'ith him to spare, may put the same in the credit institution close at 
hand without hesitation, being sure that it is safe and used in the most 
economical manner, in whichever institution it may bo invested and w'bat- 
ever the kx'al needs or c'onditions may l)e. Wherever the drops of rain 
fall, in the forest or on the hill and dale, they all flow into the river, which, 
in its turn, supplies water through a net-work of channels to the tiny plant 
at a distance that requires nourishment. Nature again carries the water 
up above the same hill and chile from the sea and fiom the marshy laud 
to send it on again to the field dow’ii below* in a petty village. Facilities 
should l>e created for the ready flow of funds up ajul clowui all through the 
countrryr so that there may he no hoarding, no sur]>lu8 anywhere, and no 
want of funds for any economic undertaking or industry, w^herever it may 
he instituted. This is not a utopian scheme. If all credit agencies come 
to a common understanding, with one eve, with one angle of vi.sion, entirely 
directed to the general well-being of humanity, in this or any other 
country, the scheme is bound to succeed. 

Facilities to he given to the indigenous hanker. — Facilities for ready 
investment in reliable institutions clase at hand and for economic utiliza- 
tion of funds so aceiimulated should be afforded to the indigenous banker. 
Of course, the indigenous banker may like to continue to have his own 
way of carrying on his profession. If he is made to understand things 
rightly, bo will w'elcome measures intended to regulate bis operations and 
for giving publicity to the same. His education on right lines is needed 
to make liim a more useful citizen or member of the populace. 

9, Net return to Hie indigenous hanker after making allowance for legal 
expenses, etc. — ^The local village money-lender and the Marwari in tjie town 
take the necessary precautions to avoid losses and to make their funds 
secure. T believe their net return is encouraging to them in carrying on 
their tix^de. The rate of profit on their investment may not he less tbap 12 
per cent, 
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Meeting demfinds.^l believo the individual hanker m^ta most of tti6 
deiuaiida, the refusal being only an exception. He is in close toudi with the 
Iwrroaer and is able to realise his funds by employing personal pressure. 
Even in cases in which he is obliged to seek the help of a law' court, he 
generally succeetls. Ho loses when the borrower declams himself an insoU 
vent. But such cases, though present, are rare. Ho is too crafty or clever 
in his trade to lose much. In exceptional cases, if he loses, ho makes up 
for the lass by his knack in managing his business in other cases, liidi-> 
genous joint sUnk banks are verv few iu the country and 1 beliovo they am 
not so sua'ossful as the Im|>erial Bank. They require facilities for attract- 
ing funds and if they l>e connected with the Imperial Bank, as tho co- 
opej'ative district central banks are connected with the Madras Central 
Ih-ban Bank, they may prove considerably more useful than they aro at 
present. 

11. Method of Unhiny the indigenous banliny system with ike ventral 
money market . — The co-oiK*rativo district banks aro connected on one aide 
with the Imperial Bank and on the other side with tho Madras Contra! 
Urban Bank and the ^ladras Central Urban Bank is itself connected with 
the Imperial Bank. The link of tho indigenous hanking system with tho 
central money market may he formed somewhat after the same model. Tho 
relation of the indigenous hanks with tiie Imperial Bank may bo made 
less rigid or restricted so that inflow* and outflow of funds from the one 
to tlio other and vice cerso may bo more friH? and serviceable to the agri« 
culiurist as w'ell as tho tradesman and the artizan. 

jMethod of inspiring eonfidenev . — The .smaller district organization may, 
with advantage, hoar tlie roiationship of a branch with the mntral organiza- 
tion, so that the same may he closer and less formal or rigid. The local branch 
may have a local dire<-toraU\ which may he mprescnti^d in tho diriM^ioraio 
of tho central iiustitution. The country should bo studded with brunches 
of one hanking organ izut ion and tho ItK'ul individual hanker and Imnk 
should merge with su(’h oiganization, all occasion to he selfish being 
eschewed, tlie nature of tlio constitution and the system of working 
being such as to make every such individual or institution to feel that ho 
or it is a limb of a body with one end to fulfil and one goal to mich, viz., 
tho wcll-l>eing of the country and its ptniple. 

Competition to he avoided . — When tho indigenous hanker becomes u 
part of the system, there can he no possibility of competition. 

12. Idle capital . — There hapi>cn.s to be some idle capital remaining with 
the iiidigeiiouK bankers. As stated above, even tho Madras Central Urban 
Bunk has several lakhs of surplus funds gathering and remaining unpro- 
ductive for appivcial)Ie periods. There is possibility for such funds being 
employed usetuliy only if tho contemplated links are created and trades 
and industries are developed in the village and in tho town, and bounties 
of nature are made available by tho scientist and tho capitalist and the 
labourer heartily co-oiierating with each other to achieve the one end iu 
view, viz., the conunori prosjierity of tho country, like the lire and tho 
water, the piston and the wheel in a steam engine. 

IIL — Investment habit and attraction of capiial, 

1. Existing banking resources in the province and additional capital 
rcQuired . — These questions have already l)een answered. The country 
requires several crores for tho relief of the indebtedness of the active agri- 
culturist and the absentee landlord, big and small. There are several 
crores of idle money also in the country in the shape of gold and precious 
stones. Nature is Ixiunteous. There is incalculable • latent wealth in tho 
bounteous forest, A^Tiat i>ossibiIity of development of cottage industries 
there is in the w’onderful palmyra trees existing in uncountable numbers 
in the country, passes one’s imagination. The unexplored mine and tho 
several water-falls, small or large, in the country appeal to tho scientist and 
the capitalist to co-operat** and to make use of them to add to the wealth 
of the country by providing useful employment to the several millions of 
half idle men in the country. Indigenous industrial development is bound 
to create opportunity for the economic utilization of idle capital or unwo« 
ductive gold and to indnee the people to cultivate the investment habit* 
Profitable concerns close at hand are bound to attract local capital* With 
# li^twork of small and large brapeh bapks affording f aeUithw for 



iuiemire ^OTaioiMnaxti of industries, the man in the street and tie agri^ 
eulturUt in the field are sure to ho induecnl to save and to invest. For a 
scheme of such economic develoinnent of the country to succeed in nil its 
aspects, it is necessary that a sound healthy character, a pure spirit of 
patriotism, should develop also. Petty loc‘al jealousies and [lai^ty spirit 
should sink into oblivion. The villager and tiie citizen should be active 
not in the law court but in the field and in the small factory. Communal 
difierences must be forgotten and forgiven, once for all, never to l>e express- 
ed or felt. Meml>6rs of different castes and creeds should co-operate like 
the head and the heart of a physiological bo<ly. 1 lay emphasis on these 
pious wishes as 1 always felt that they are really the sine qmi non of success 
of the banking scheme conteinplated^ as of any other scheme, with a similar 
laudable object in view. The pertinent question whether the co-operative 
movement was a success was olten put. As 1 ventured to say on anot^r 
occasion, 1 bog leave to reiterate that it has lK>en succossiul wherever men 
of character, disinterestedly working, have been devoting their time and 
energy to the cause. Every type of .smiety at Vizianagram in the Vizaga- 
patam district, is successful as thew i>s one earnest soul existing in the town, 
who is wedded to the cause. The stores society, the labour union and the 
khaddar society and the urban bank at V^izianagram are models of suc- 
cess because there is Air. Ch. Subba liao and liis brother co-operators work- 
ing devoutly with intense love for tho cause. Tlie land mortgage bunk 
and the village I'econstruction schemes are successful at Alamiir (East 
Godavari) because of another earnest soul (Mr. N. Satyanarayana). With- 
out men of character nothing can succeed, i feel that it is the very founda- 
tion on which any edifice of eeonomic institution can be built. If the 
foundation is sound, the edifice is lioiind to .stand, 'll it is weak, the whole 
construction, however well-pluuiie<l and built up, is liound to come dowii 
sooner or later. 1 feel strongly on the point. My exiierience of 20 years 
in the co-operative movement, in different offices, teaches me the truth and 
I venture to lay all emphasis on it. Mr. 11. M. Hood, with all devotion to 
the cause, with unexampled indefatigable energy, witii a determination of 
purpo.se and steadfastness of will found in few’, has paved the way for the 
succms of tho movement, for its health and longevity, in all possible ways, 
liut if the member of the primary co-oj)erativo society in the distant vil- 
lage is W’anting in the nec’essary character, and if the union siipervi.sor and 
the governing body member in an area is negligent, the schemes contemplated 
by the gentleman cannot attain the success aimed at there. Success of 
banks depends upon the succ^iss of trades, industries and institutions of 
economic activity. If these fail, the financing agencies must fail also. 
While it is important to formulate a scheme of efficient banking, it is also 
necessary that simultaneously practical measures for the ingraining of busi- 
ness honesty, truthfulness and a keen sense of duty in the hearts of people 
concerned must be schemed and enforced with equal earnestness. 

Facilities for the iuvestnient of savings by ike public . — It must be said 
that very few people understand what it is to invest in a bank or a co- 
operative society. The educated and the cultured are comparatively small 
in number. The masses are yet in darkness of ignorance of the principles 
of economy in vogue in the civilized world. 1 may be pardoned for making 
the statement that not only are facilities for education wanting but there 
am also elements in villages misleading or misdirecting the ignorant and 
the illiterate. While facilities me created for the i>lanting and nurturing 
of institutions inducing people to save and invest, attempts muSt be made 
to remove the noxious germs also. Co-oi^erative societies must be organized 
in every village, big and small, and the people should be taught of the 
value of investment therein. These swieties must xirove efficient financing 
agencies giving necessary opportunity for all the inhabitants of the village to 
make use of the institution in their midst, not only for borrowing but 
also for depositing their savings, small or large. If they are successful, 
the local money-lender, the rich and the poor ryot and the labourei^ and 
the artiza»'Will be induced to put in his money in the institution close at 
hand. Cheque books printed in tho vernacular, in the proper form, may 
be issued to the villagers by the societies. As soon as a ryot sells his pro- 
duce, his first thought should be to put his money in the village bank, as 
a matter of course, and not in his private chest. The habit of invest- 
ment should ^ cultivated by him. Considerable propaganda is necessary 
to achieve this result. The village society must deserve the confidence of 
who bo as sure of the safety of funds invested in snob 



Wtiiuiiow^ a& the rise of the sun iu the east. They must feel tbut tlie 
liMititutioii IS tlioir own, existing; in their midst to serve their emise. "^'his 
knowledge or feeling is wuiitiiig in the majority of the ignorant villagerK. 
They believe that the village swiety is a private institution of the all-imwer- 
ful or prominent president or the seewtary. Kven M>veral of the paii- 
chayat inemliei-s do not fet*l that they ai*o* as imieh ies|H)nsil>le for tho 
successful administration of their stKMcty as the presidtuit or stMietary. 
Facilities should be created for the immediate investment of surplus funds 
by village societies in the co-operative district lianks. Jiranches of such 
banks should l>e opened at t^onvenient centres at the raU^ of, at least, one 
at> the headuujirters of each taluk and the Government may he pleased to 
afford facilities for the free remittance of funds from the village society 
to the said taluk branch of the district co-operative hank. The village 
offitei-s must he made to fWl that it is one of their essential duties t<» iielji 
the society in the village. If the scheme ot the ntnenue collections being 
made in a lump sum through the village society is put into force the village 
ofRier and the village society may be brought closer together iu the dis- 
charge of their respective fuuctious. 

Habit of inveafing in aih't'r ami yi^hL — The women in the llinciu family 
invest tlieir small savings m silver oi golden ornaments wtnii on their 
person, 'i’he father oi the Inide is required to give his daughter a present 
of jewellery wortli hundretls and even thousands. TJie bridegroom receives 
dowry in cash, which is in most cases s|>eiii auay on marriage festivities, 
while an eqnafly large amount is reciuved by tho bride in tlie shape of 
ornaments both before, on and after the marriage occasion. This is <lono 
now as a matter of coui’se. It ap[>cars to be a hercuhan task to make tho 
people change these customs. The poor father pours down at fin* ftH‘t of 
the liridegroom, with several bitter tears, I believe*, all that he has taken 
\eais lo save by <lint ol strict economy. Tin* bridegroom’s party having 
got tin inone\ so easily do not care to make a profitable investment of flic 
same. 'Pliese ami sevt‘ra! juiiioiis customs must be checked with a strong 
hand. Frobalily only legislation (like the Saruda Hill) tan set these people 
right. Other\vis<‘, they will take (cnturies to reiorin themselves even on the 
most plain and rational lines. 

2. Pufital cafili (( rfifiralea. — Several people June not pi’obubly beard ol tlnv^o 
cash certificates or lla^e lorgotten them. They are bound to lie popular 
It the peojile are made to understand the advantage ol investing their 
savings in buy in g them. 1 believe it is necessary to advertise them iu 
the village and in the town and the villager should be able to buy them 
in the village aUo. Six j)er cent is a sufficiently attractive rale ot inter- 
est. They would be made more popular it there lie greater lacilities loi 
turning them into eush w henevoi' required by the investor. The village 
officers may be permitted to sell the cash ccrtificaUjs or to give cash in 
exchange. They arc entrusted with the work of collecting several thousands 
of tho revenue. 1 believe they may bo safely trusted with this work also. 

Savings banks do not afford all possible facilities to the public. Tlicy 
will surely be more popular if they allow to investors the faeilities of current 
accounts in hanks. The restrictions, both as r<‘gards the intervals ami 
amounts of investment and withdrawal, cause some discouragement. Even 
if the staff of i>ostal clerks has to he increased, 1 believe it may be well to 
affoi*d greater fui ilities in dealing with the savings hanks. 

Only the dclucated and the literate classes of the jnqiulutioii resort to 
sUch form of investment. Frohahly several villagers do not know' that the 
Government lias so kindly afforded the facility for investment and several 
village post offices are not allowed to open savings bunk accounts. Tho 
Gov'crument may be jileased to permit the o[>ening of a larger number of 
savings banks w'ith greater fiieedoiii to invest or withdraw' money. Tho 
village branch postina.ster may Ikj asked to give iwrsonal or property a<KJurity 
if nec*essary. 

If postal savings banks are opened in villages where they do not exist 
now% and if their existence 's advertisc*d by lieut of tom-tom at stated 
intervals and the village officers explain to villagei's tho advantage of invest- 
ing their savings in the said banksi 1 lielieve they will grow more and 
more popular. Advertisement is necessary in this matter, as well aa in 
others, to remind people of the existence of the opportunity afforded for 
a safe investment of their small savings* 



Perrmcuhr Mcrip($ in banking. — it would tie advantageous to iis© vema- 
eular f^r^ripts in banking. The chccjiies should lie printed in the vernacular 
also, 

5, tSlow growth of iHinhing and inveaimtnt habit. — I supfxirt the view 
that the hanking and investment habit in India is of slow growth. The 
iimin cause appears to be the want of hanking facilities in the ;^unlry 
for conturioK. The inass of the population is in villages and it is necessary 
that the facilities should he found in the villages near at hand. The egrl* 
irulturist who sells his produce is tempted to spend the sale-pi'oceeds away 
for unproductive purposes. The religious and social functions that he has 
to attend to are responsible for a considerable poi*tion of the expenditure. 
The more money he has on hand the greater is the temptation to sjiend 
money. If the sale-proceeds are immediately invested in a bank the risk 
of sjiending the same would lie less. 

Kdumthig the peojtle to save and invest. — The village schoolmaster should 
he required to teach the hoys the wisdom of saving and investing money in 
hanks or co-operative societies. The village officers should be required to 
explain to the pefiple how' advantageous it is that the eultivaUir should 
deposit in a bank all liis savings, nay, all that be realizes by the .sale of 
his produce and that the village labourer and the artizan should invest all 
his small savings in the iiostal savings hank or the eo-operative societj' in 
the village concerned or in a neighbouring village. 

Ojiening of new branches hg the hnperhd Bank of India . — I believe that 
the opening of new' branches by the Imperial Hank of India has afforded 
greater facilities for borrowing jiy the agriculturist as well as by the mer- 
chant and til us bellied the former to hold wp the produce until he could 
secure favourahlo prices and the latter to develop his business and lK*come 
more prosperous. 
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Written evidenoe of XJ3JEty« X. aXR3L4PPA Ayarsal» B.A., 
X>epnty Begietrar of Co-operatiTe Societies. Calicut. 

I, — Agricultural ere<Iii and credit facilities for small industries, 

1. The agricalturist requires money mostly for cultivation ex|>onses and 
for this purpose he looks either to the co-operative society if one exists in 
his village or to the money-lenders in the village. For capital €»xi>eiKliturc 
and permanent improvements to lands, the landho1dei*s do not generally 
borrow from the villagers. A fairly big landholder is able to effcxt perinn- 
nent improvements on his land with the aid of his savings fiom agricultural 
income, otherwise he liK>ks up to Government for help under the Land 
Improvement Ixmns Act. But T understand that applications to Govern- 
ment for loans under the Agriculturists Loans Act and the Land Improve- 
ment liOans Act are steadily on the decline as the ryots get ojdy alH>nt 
half the amount thej’ apply for, the balance leaking through the various 
channels. Moreover when co-operative societies play such an important 
part in the agricultural interests of the rnnintry, I do not think it n<‘mssary 
that Government should a^lvance money directly to the agriculi urist nnd<‘r 
the Land Improvement Loans Act and the AgriciiUtirists Loans Act. 
There need Ih^ no conflict in the inatU^r. As I have ah*o»dy said ahove, 
ryots do not fully avail of the pi*ovisions of the .Acts for the ngricnitnral 
finance, because they do not get the full amount, hut, on the other hand, 
it dwindles to a small sum ns it has to pass through so niai y chnnnc'Vs 
before it reachovs the man who actually wants it. In the case of failure 
of monsoon. Government and in a few cases tlie co-operative societies 
geiiorallv come to his rescue and help him also for the pa>inent of his 
kist. I’lie rate of interest charged on the loans on pcrsiiml secnrify varies 
frcin 12 to 24 per rent, while interest on loans on the seciritv of landc'd 
property varies from 8 to 12 per cent, standing crops being rarely ac<‘e|»ted 
as security. The loans on personal .security are generally made rof)ayah)e 
from one to tlnx^e years, while those on iminovahle nroperty are renayahle 
within 12 years. But I should like to point out in this connection that the 
old professional class of money-lenders no longer* c^xist or exist only in a 
very few village^^. It is the richer class of agriculturists that have taken 
their place and grab the land from the poor hy ternirting them with loans. 

Government finances ryots under the Agriculturists lyoans Act and the 
Land Improvement Loans Act, while the Tiniuirial Bank docs not advance 
money direct to tlie.se agriculiiiristM hut only tlirougli the middleman. Kven 
the joint-stock hanks rai-ely deal with the i-yots hut sitiiatcnl as they are in 
the urban areas they have more to do -with the traders than w’ith the ryots. 
The Imperial Bank of India advances money et rates varying from 4 to 9 
per cent to their middlemen. Some of the Lahhais and merchants from 
Karachi enjoy large overdrafts from the Imperial Bank. This amount is 
advanced hy them to their agents who in turn go out into the villages and 
advance money to the ryots at rates varying from 18 to 36 per cent. It 
may happen, therefore, that Government balances are utilised hy the 
Imperial Bank only to ruin the ryots. 

If agricufture is to pay and the ryot to thrive, money must he made 
available to him at a very low rate of interest and a co-operative society is 
the organization most competent to discharge this function in a village. 
But W’hat happens is. money is not made available him even wdien he 
wants it. A lot of delav is reported in tho matter of disposal of loan nppli- 
eations hy members of the panchayat. In the first place, it is very diflicult 
to secure os panchayat members men with genuine desire to work for the 
ryots. The panchayat members mostly look to their own profit. With an 
indiflperent panchayat, panchayat meetings are delaye<l. Members of the 
panchayat, unless they are interested in the disposal of particular loan 
applications, do not care to attend the meetings of the panchavat with the 
result that loan applications are delayed. Again there is also delay in 
getting money from the central bank. If a rvot is to go ip a co-operative 
society for money for his agricultural and domestic requirements, money 
must be made available to him without any delay. The r\’^ot goes to a 
money-lender because 'he gives him money without any delay. If co- 
enerative fwjcieties are to he popular and advance the cause of agriculture, 
they should make money easily and readily available to the ryot. In that 
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I am 6tii^ all tlia ryots in a villago will join a co-oparatire aocieiy 
and more applicationg would come in for Tillage co-operative aocieties. As 
it is, applications for societies are rare and members in co-operativ§ societies 
are few. To meet the agricultural needs of the ryots promptlj^, I would 
suggest that the societies should be trained to forecast the requirements of 
members for a certain season or for a whole year and get the amount sanc- 
tioned by the bank and all the formalities completed. When the Secretary 
of the society applies, the money should he remitted at once. The delay 
in remittance could he avoided by recognizing some sound joint-stock hanks, 
the Nedungadi Bank for example in Malabar and the Canara Banking 
Corporation in South Kanara, as transmitting agencies. These banks may 
he trusted with small amounts required by co-oi>erative societios urgently. 
Every good society may also he given a cash credit by the central bank 
subject to the limit of its paid-up .share capital and resei*ve fund so that 
every de.serving meiiiher of the society ma^' he given cash crtidit, it* he drawn 
upon to meet his urgent domestic i*e4|iii remen ts, siihje<'t to a certain amount 
which should lie fixed from year to year on the- Mccnrity of bonds excs-uted 
by the mcrid)ers und attested by another member. 

The only part the Imperial Bank plays in agricultural finance is in 
granting to central hunks cash credit for small sums whicli are liacked up 
by the pro-notes of co-operative societies. The Imperial Bank now wants 
to hack out of this small duty it has been dischar'^ing to agriculture. I 
lave no doubt Government will come forward and grant cash credits to 
central hanks direct. But I strongly feel that Govern men o, rather than 
allow the Imperial Bank to use its balances to enrich rich bankers and 
traders, will do well to divert its funds to thfs co-operative m«ov«mH^nt a!id 
advance money direct to loan and sale societies and industrial societies libe- 
rally to enable them t() build godowns and purchase machinery .so that agri- 
cultural produce may be handled and marketed to the best advantage. 

At present there is no co-ordination between the various financing 
agencies. The Imperial Bank on the one liand advances money to the 
merchants on the pledge of goods or other sound securities while the joint- 
stock l>anks lend money on security of j<»wels and goods also. Both are out 
only for profit. Rut the institution which deals directly with ryots is the 
co-operative society und this is the best agency to finance agric’diure The 
JTots hav^e no doubt to thank the Governinent for the facitities afforded to 
them by the Co-operative Societies Act. But if more could he done by the 
Government by way of finance, so much the better for agriculture and the 
prosperity of the country’, 

2. Under the present system of marketing, the ryot stand.4 mostly to 
lose and the trader mostly to gain. As it is, the rvot borrows money either 
from n co-operative society if one exists in the village or from the monev- 
]endei*s. If he borrows from a co-operative senaety and thereby is able to 
get cheap money, manage his cultivation at less (‘ost, he is in no way better 
because he does not know where the market for his produce is and neither 
is the society able to help him in this work. The society will demand its 
dues at the proper time and the iwot anxious to discharge his dues in time 
will dispose of it in the village for whatever he can get. He may not be 
able t^ pay his dues in full. He will have again to Imrrow. If he borrows 
from the village money-lender he has to .sell his pi’oduce to him for whatever 
price he demands, for such generally will he his stipulation. Thus either 
way he is not benefited. Unless the society is able to show a good market 
for his jiroduce to enable him to sell the produce to the best advantage, there 
is no use of y)roviding cheay) money for him. The societies have not taken 
up seriously the question of marketing. Unless credit is associated with 
marketing also, there is no salvation for the ryot. The co-operators have not 
taken up thi.s matter because it would take more of their time. The socie- 
ties will not he able to pav for their labours in the initial stages. Market- 
ing has to be done on a large scale so that it may l>e possible to employ 
exoerts. Societies should therefore combine and build godowns with the 
aid of^Govemmont moiiev so that the nroduce of the members of the co- 
operative societies can safely be deposited and held up for better prices. In 
that case the societies have a chance of recovering the dues from the mem- 
bers liecause the produce is in their custody. At each district headquarters, 
there should also be a central godown for depasiting the produce of the 
members of co-operative societies in the district. Central banks can advance 
money to co-oy>erative societies on the pledge of produce as they enn check 
the stock convenientlv. Here we have to employ an expert in the line. We 
have to yiav him well. His business will be to tour throughout the district 
and pool the produce of the ryots and arrange to market it to the best 
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advAntatfe. From district to district if central sale societiee are etartod 
and godowiis €>onstrucied, the produce of one diatrict can he niarkated 
thr<r>^li the central sale societies in other districts where there is a demand 
for it. As it is, wo find iijeiT*liaiits or inoney^enderH ptwl the pi'oduce of 
those who are available to them and get themselves into touch with the 
traders in tow-ns and arrange to transport it whenever tiie price is 
favourable. The ryot on the other hand has neither the finance nor the 
facility to trausi>ort to towns. The iiieridmnt in the towns a*ith the facility 
he c^iild c<uninand accoinnuKlates himself with advances from the Im|>erial 
Bank or the Nedungadi Bank and exports it to oilier plac'os wIumi the 
prices are favourahle, Tt will thus appear that the ryot, the actual culti- 
vator at the hottoni, is not l>eiiefi€ed ny the prices and therefiyre lives only 
from hand to mouth while the merchant in the town is able to live a life of 
luxury hecau.se ho is able to market the produce to the liest advantage. 

Government assistance is ncK'essary only to enable the co-o|ierativ© socie- 
ties to build godowns w'horever necessary* and T do not think Government 
RHsistance may be necessary for marketing the produce. 

The system of forming pools is good in a way if the producers ran combine 
with advantage to thcmselv©.s and with no dishonest motives, Imt a scheme 
of co-operative effort would he better than a .sy*stem of pools hecauKc in tlic 
latter case the ryots can take advances on security of produce and thus 
lie enabled to hold on for some time. Wliat a ryot wants is not. merely 
the holding up of produt-e hut timely advances to enable him to tide c»ver 
his <lomestio or other needs. Goods are exported to foreign countries ihrongh 
lo<al merchants and Knropean firms and their value is recoveinvl through 
exchange hanks. The Tmperial Bank provides some faeilities for internal 
trade through joint-stock hank.s. But these hanks lew higher rates of 
interest on theii- constituents. Tt is. therefore. snggcM^ted that more hranchoR 
of the Tmperial Tlaiik may he opened in €»ach district .so ns to provide credit 
facilities to traders and produoei‘K. But T understand no hraiuh of the 
Tmperial Bank will be openwl in a plaee unless it is self-.supporting at the 
start itself. Tii a big trading nlacc like Palghat there is no branch of the 
Tmperial Bank and on enouirv T have ascertainofl that a branch may not ?>e 
self-supporting there. This .should not he the r»»ain view f'>oirit. Hne brorifh 
mav he roaring with profits in one place, but it may not be bo in anotber. 
The obioct of the Tmperial Bank should l>e to foster trade an<l advanc*' 
money to producers also on the pledge of produce. Tn all urban areas and 
in some weH-developed rural areas also, there should be branches of tlu* 
Tmperial Tlank, Bui no branch of the Tmperial Bank need he* forr'cd in a 
plaee where there is a wel1-<-oudm‘ted joint-stock hank. But if it is found 
that a greedv bank is churging a higher rate of interest, the Tmperinl Bank 
might stop in. The influence of the Ttnperial Bank should be such ns to 
compel the ioint-stock bnuks; to bring down fb<*ir ruinous rate of intcuest. 
Thev sVio nlft not conflict with joint-stock banks or the loan and sale socie 
ties. While the latter advance small sums to the petty traders and pro- 
ducers. the former should «‘onfine itself to big sums bv mutual agreement. 
The Tmperial Tlauk might help them with small overdrafts when reouiiwl. 
BesidoR being a balancing centre, the Tmperial Bank might bring about a 
healthy influence on those institutions so that they may encourage trade 
and agrieultnrx^. 

Internal !‘eniittances are usually done through the Post office for want of 
branche.s of the Imperial Bank and joint-stock hanks in rural areas Co- 
operative societies remit money through B.T.B. free of charge. T should 
think it would he better if ireasurv remittance facility is thrown open to 
the public as that would foster trade in rural parts. A small pen*entage 
mav l»e charored on dvnfts which W’ould cover the julditional on a 

small establishment. The co-operativo central hanks should also dis^'ount 
hills and huudis like other hanks. When every central hank in the Presi- 
dency does this business, the discounting work will he easier. Where there 
are no branches of the Imperial Bank or joint.-8tock hanks. colle<*tir»n work 
mav he don© through treasijries. No more need central hanks sit with ffdderl 
hands confining themselvc^s hnly to lending monev to co-operative .societies 
They should bp banks in every sense of the word, IVfoney is also rernitt-ed 
tbvpugh hundis. These are of two kinds — fl) payable at sight and f2) 
deferred payment. periml generajlv does, not exceed W, davs a«d the 

rate of interest is 12 per cent. The hundis are more or lew bke 
Pays hie to order or hearer or the person in whose favour it^is drawn. The 
hittidis are generally discounted locally. Tlfindis are sometipii^ di^otn^ed 
a linmher of +ime8 hv endorsements at" the' back before the atm date of conec- 
«<»t, the endorser being ultimately liable to the holder for peyment* 

110 



644 


Railway raoeipts are used in thi* district for raising money. Bui it is 
not ranch. The risk notes iranoee a laiwe number of conditions, while tli^ 
railway accepts no responsibility for risk. The traders are not, weTefoie, 
able to raise enough money. But if the railway a^i^ees to reijUMrse the 
loss, if any, in transport— of course checking the stodk carefully when they 
are received for transport — railway receipts will be more x>opn1ar in inter-* 
nal trade and inter-district trade. 

The system of licensed warehouses may be good in a way. They might 
ensure safe custody and on production of warehouse receipts, the trader 
mig^t receive a substantial advance on the produce deposited within. But 
the only objection is that it may not find favour with the producers, because 
it is not theirs. The ideal method is for the producers themselves to com- 
bine and to construct warehouses at their own cost or with the aid of 
Government or central bank money. 

3. Value of land , — The value of land per acre for paddy fields in Malabar 
will he from Rs. 800 to Rs, 1,200 for jen mam lands. The value depends 
largely on the fertility of the soil, irrigation facilities and yield. The value 
of lands for coconut gardens varies from Rs. 1,000 to Rs. 1,500 and in 
some cases more than this rate. Near the seashores and banks of the back- 
waters, the price will vary from Rs. 2.000 to Rs. 3.000 as the yield per tree 
will be much more. The value for arecanut gardens ranges from Rs. 800 
to Rs. 1,000. The yield dej>endR on the facility for the irrigation of the 
land. If a garden is not watered in on© year, the whole plantation will 
lose in value as the trees will not yield much. Tn areas where watering is 
not necessary, the yield is much lower and hence the price is also consider- 
ably lower. The value of dry land is from Rs. 10 to Ra. .30 per acre. The 
important factors affecting the value are proximity of the land to road, 
railway and water ; the fertility of the soil and the general health of the 
locality also contribute to the value. 

(o) The sale of land for arrears of kist is not very common except 
perhaps in Wynad tnhik where land fetches a vei*>' low value in revenue 
sales. 

(h) Tn the event of auction by court decree the value may sometimes 
be high. Much would depend on the encumbrances on the property. In 
cases where there are more than one creditor, the value of auction sale will 
be higher. But the value of sale by court decree would generally be lower 
than the real market value. 

(c) Any reasonable value accordinc to tlie yield and other (conditions 
will Ik? offered which will generally b(‘ higher than the value fetched under 
(o) and (h). The value increases generally ©(‘cording to the requirements 
of the purchaser, Tf it is only for safe investment of his monevs, a moneyed 
man cannot generally expe<'t to get more than 4 p(‘r cent for his investment 
on lands. 

4. As a large majority of p<H>ple both in Malabar and in South Kanarn 
are governed by Marumakkattayam law of inheritance, they have no lands 
to pledge. Particularly in Malabar the lands are owned by a few Nambu- 
dris. A few of them are also indebted to some extent but there will he 
no difficulty to raise loans l>eoause the indigenous hanks and hankers are 
ready to advance money at rate.s varying from 8 to 10 per cent. The ordi- 
nary land mortgage banks will not be able to help them because these hanks 
cannot give the amount renuired by them. They require sums varying from 
five to fifteen thoui^nd. Tn fact, a suggestion was made to me by Ran 
Bahadur M. C. Krishna Vsrma Rajah, one of the earliest co-operators of 
the district, to start a land mortgage bank in the district with power to 
lend Ra. 10,0(X). T told him tliat there may not l>e any objection to register 
a hank of this sort hnt Government may not come with financial help for 
such a bank. Then he dropped the matter. Tt is therefore clear that if 
any land mortgage hank is to he started in this district it should he one 
with power to lend more than Rs, 10,000 to its members and T doubt very 
much wYiether such a co-operative institution is at all neeessarv to such big 
landholders or jenmis, as they are called in this district, as they can well 
afford ^ rai^ sufficient capital necessary for improvements to land and 
for liquidating their prior debts, because they have got the backing of their 
property. 

As for the land mortgage hanks, I would suggest that their funds should 

j long-term deposits, funds from central institntlons , 
and debentui^. It is a very good idea to have start<^ a c<»itra] land mort^ 
gage hank. The primary land mortgage hanks, located as they have to he 
m a rural area covering a gipup of villages, are unable to attract people 
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to )^«rcih«9e tiio ^eboAittrod. It seems to be neoeeaary also for the success- 
ful working of the lend mortgage banks ^ particularly the central laud mort- 
ga^le bank at Madras, that Oovemmeni idiould guarantee interest for a 
certain number of years s<i as to attract people to purchase del>etttures iksuchI 
hy the central land mortgage hanks. And I would also suggest tliat the 
Provincial Insolvency Act he so t*evised as to protect the amount advano^ 
by the land mortgage hanks. The land mortgage banks should be pemuadecl ' 
to lend money at 7 per cent, providing only \ per cent for their working 
expenses. The system of foreclosure should not be enforced rigottniKly, hut 
every attempt should be made to recover the money without resorting to 
foreclosures. 

5. It may he necessary to reach an estimate of the indebtedness of the 
agriculturists but T doubt whether it will be possible to get a correct and an 
accurate estimate of their indebtedness. The agrieulturists in this country 
seem to think that debt i.s a normal addition to the family, so that many 
a time, when qnestione<1, the ly'ots say very coolly that they liavo got some 
debts, as if it is not a thing to l>e rid of. They are wi arsMistomcil to the 
incubus of debt that they feel it to l>e their ordinary^ companion. Tf it is 
desired to reach an accurate estimate of the debls of the agrieluturist it is 
advisable to select in each district a suitable area, say a village, where the 
agriculturists are sufficiently enlightened to know the serionsness of their 
position. This enquiry will enable us to know ekaetlv what causes contri- 
bute largely to those debts. Tn this district ns well as in South Kanara 
debts have l>een iMciir!*ed not so much for marriages and ceremonies, for 
their expenditure on ceremonies is noeeasarily low, but because l)oth these 
distriets are often hit by floods and failure of eix>ps. These debts are mostly 
due to indigenous hanks and bankers. The debts io indigenous bankers 
are rarely diHeharge<l )>ecau.se the interest ranges from 12 per cent to 36 per 
rent. T would ver^^ mueli like that a ‘‘ Usurious Loans Act ” like the one in 
England is introduced here aiwl enforced verv rigorously. From the last 
census report, it would appear that land is slowly passing from the hands 
of the agriculturist class to the non-agriculturist class with the result that 
agriculturists are becoming moi'c tenants. Tt need hardly bo said that it is 
ownership that encourages a man to improve land. A tenant feels that he 
need not improve the land la'cause all the resiilt of his IrIkiup would only go 
to sw^ell the pocket of the landholder, while a hig landliolder does not 
care so Tiinch to improve his land, because his income is enough to enable 
hitn to live a life of luxury. Land is therefoix* neglected from day to dav 
and unless this deterioration is arrested, agriculture will stand to suffer. Tt 
seems to me therefore that a ** Usurious T^oans Act ” will he of consider- 
able im|>oriancc in ibis country. Even if land mortgage hanks are started 
with the noble object of relieving the ryots from their indebtedness .and 
making them masters of their lands, there is nothing to prevent a ryot anxious 
to hide bis dehf and unw'illing to go through the formalities in a land mort- 
gage hank, from going to indigenous hankers or professional money-lenders 
and borrowing at a ruinous rate of interest and thereby ruining his property 
and ruining himself. If ryots are to l)e freed and if agricultmxi is to 
advance, the ** Usurious Tynans Act ” should he put into oT>eration in all 
its vigour at the earliest possible day. A hanker has no justification to 
take undue advantage of a person less farourahlv placed than himself owing 
to circumstances l>eyond his control. T should think Government had better 
step in in the interests of the ryot. 

6. The industries supplemental to agriculture are coir, handloom, 
weaving, fishing and mat-making. Tn Malabar particularly, weaving is 
done on a large scale both as a cottage industry and under the fac*tory 
system. But the difficulty is with regard to the handloom industry. The 
handloom weavers are unable to get the necessarv eanital for their industry 
and they do not know also where their market is. Whatever thev produce 
at home in small quantities is sold day after day either in the village 
or in local shandies. The weavers as a class are generally indehtefl an<l 
addicted to drinking. Every weaver colon;!? will have a money-lender who 
Is a merchant. Every merchant in the weaving colonv will he either giving 
money in cash or yam to the poorer members of the eoinin unity in th^ 
colony. Money will be lent to the weaver either for his domestic expenses 
or for expenses in the toddv shop. Tn the case of yam he will have to give 
the cloth hack taking only hia wages which may be little or nothing. Even 
if a weaver is able to purchase yam for oasn, driven by necessity, He k 
^ltg 4 ?>d to sell it to the merchant in the village for whatever he can get 
because he is unable to find out where the market k, \Biinks hesitate to 
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fifiAiiee ih0 »oeieit^ Waa«e the weavem as a daw are indebted and also 
addicted to drinking. They have not also property to mortgage and even 
if a few of tJiem have, it would be encumbered. But I strongly fed that 
it is a coininuntty to lie encouraged, aimve all, in its profession. I dumld 
think a sp^ial staff will have to be appointed to supervise the working of 
such societies practically in areas sudi as Nileshwar and Tanur where they 
are very targe in number. If hanks are shy to advance money to these 
smneties l>ecaiise they cannot furnish security. Government has to make 
advances of money to a few sclofrt societies. But I would suggest that the 
weaving Khould Im done under the fa<*tory system if it should l>e a success. 
Weavers sliould lie drawn ont of their homes and made to come to some 
centra) |)lac*e and asked t<i weave ac^cording to a tyjie for which there is 
demand. In the face of mill-made cloths, their old time-worn cloths will 
not stand and if they want to live, they will have to come out of their 
houses and ^aler to the needs of tlie present day generation. T have already 
said weavers do not know their iiiarKet and as such they do not know the 
real value of their pnxlucre. I would therefore suggest the need for a 
c*<mtral weavers’ WKuety, preferably at Madras, which would he able to pool 
the iiroduee of the weavers in tlie Presidency, waU*h the tastes of the people 
and the fluctuations of the market, and advise the constituent societies in 
the mufassal as regards the quality and the quantity of the articles required 
by the people. As regards the coir industry this does not suffer for want 
of finance or want of a market. There are quite a number of exporting 
firms here and the moment the manufactured products are sent out to the 
firms, money is made available so that a very small amount is necessary 
at the start. •‘But the main difficulty is not one of capital hut one of organi- 
zation. The coir industry starts with women at the Ixittom, and this 
requires to he organize<l. An attempt has lieen made to organize one on 
co-operative lines at Calicut. The women who are handling eoir in their 
homes have hecui ix’irsiiadecl to come out to a certain place selected by the 
society and work there for a fixed number of houiM each day. Particular 
designs to suit the taste of foi'eigii markets have to he manufactured and 
the goods marketed. But a special staff is necessary here to organize this 
industry on a very large scale so that the central (*oir society may deal not 
with the middlemen who are not a feu’, hut with big exporting Kuropean 
Anns lu'ro direct. An expert in the trade will have to he appointed and he 
will have to bo paid high. The central society in its present condition will 
not Ik* able to pay him. So Government assistance will he recjuiretl for a 
time. 

As regards fishing industry T should say tliat it can also he handled on 
co-onerative lines. But the co-onerative banks are shy to advance money 
to these fishermen societies as the fishermen follow a risky and uneertaiii 
profession. But if tlie Government would, advance’ money to some more 
fishermen .societies both in Malabar and South Kanara on the lines of the 
Blangad and Palaputti fishermen societies to ennlile the fishermen to buy 
boats and nets t<i carry on their fishing profes.sion, the f‘entral hank might 
wme forward to advaui'C money to such societies and the industry can thus 
bo handled 8uc<*essfully on co-operative lines. But sunervi.sion— and close 
^pervision should lie guaranteed by some agencies, preferably the Fisheries 
Bepai-tment. 


But T should like to suggest one point in the matter of financing cottage 
indtiatry in the district. I would not, as some people often do, ask Gk)vern- 
ment to finafice this industry and that industn. I would suggest that the 
people themselves should take interest in the advancement of cottage indus- 
tries m their own district. For this purpose development boards like the 
one su^ested by Mr. K. T. Paul in his minute attached to the report of the 
Gommjttee on Co-operation or a district advancement association should 
come into existence^ in each district. The obiect of this association should 
he iny^tigate the possibilities of developing the cottage industries iu 
tno dist|>ict, to utilize the natural and financial resources for this purpose 
and when neces^ry, to call in the aid of the Government. M^n people 
organize themselves for this purpose and are prepared to labour and spend 
money for this purpo^, Government will not be shy to advance money for 
this purtMW. Tn this Association, officials and non-officials interest^ in 

corain«jn platform to devise means so as to 
I contemplating one 

trmstnro ^ ^ ^ ^**7 W for the ^eine 
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Written evidenoe of BC«R.Ry. Rao Sahib R. RARGARATHA 
ACHARIYAR Ava^rgal, BJLk, Deputy Regietrar of 

Ck>*operatiTe Societie8» Beswada. 


1. — AgriculturcU credit aii^d credit facUitict for uncdl inlmtrte$. 

1. The agriculturists in this province obtain finance, 

(a) for expenses during cultivation, 

(b) for capital and permanent improvements, and 

(r) for other special needs for failure of monsoon, land revenue, etc., 
mostly from co-operative societies, village sowears and rich ryots of villagea. 
The 3 ’ also obtain loans from Government under the Land Improvement Loans 
Act and the Agriculturists Loans Act for capital and permanent improve- 
ments. Tlu' tobacco growers in Gtintnr district receive advances from foreign 
tobacco companies for cultivation on tbe understanding that the produce 
will be sold to the companies 

TJie rates of interest charged are as follows: — 

Co-opemiive Societies, 

Local Sowears and rich ryots 


Takavi Loans 


Borrowing and repaying in grain obtains in some parte of the country 
and it is called ‘ Nagu syst^nu Rate of interest in this case is ueurioUF 
and g(H\s up to 50 per cent. 

The period for which loans are taken varies from six months to one 
year for cultivation expenses, land revenue, etc., and from two to six 
years for capital and permanent improvements while it is generally 10 to 
20 years in the case of takavi loans although the maximum permissible 
is 35 years. The In-laws of the land mortgage banks make provision for the 
grant of loans for |)€wmanent improvement of lands, but no such loans 
have yet been granted in the two such banks working in this circle. 

The securit.v given in co-operative societies is either personal consist- 
ing of one or more sureties or pledge of produce in the case of short-term 
loans, or real consisting of mortgage of immovable property in the case 
of long-term loans. Rowcars take pro-note or mortgage security and in some 
cases pledge of jewellery. In case of default penal interest is charged at 
12| per cent by co-operative societies ; some sowears deduct the interest when 
giving the loan while the village rnoney-lender generally enters into a con- 
tract with the ryot that the produce of the land shall be sold to him at a 
favourable rate immediately after harvest or shall only lie sold through him 
if he is a commission agent. 

Tfie part pla^^ed in agricultural finance by the several institutions is 
as follows : — 

Government gives fi) takavi loans, (ii) loans to co-operative irrigation 
societies, (Hi) tenants’ co-operative societies for depressed classes and (iv) 
loan and sale societies for construction of granaries, and they indirectly 
assist agricultural finance to the extent of eight lakhs of rupees per annum 
by defraying the cost of the Co-operative Department which is mainly^ intend- 
ed to promote agricultural finance. The Imperial Bank of India gives 
loans to rich ryots on the pliedge of produce, mainly paddy and sometimes 
cotton, groundnut,- chillies and tobacco, stored and sealed in their godowns. 
Ruch loans are no doubt given to agriculturist hut are not always for 

agricultural purposes. There are very few joint-stock hanks m the Telugu 
country" while there are several indigenous * Nidhis ’ in the Tamil i^untry 
corresponding to jointstock banks. The Nellore Permanent Fund which has 
been working for 40 years satisfactorily and own.s a substantial building 

111 


91 per cent per aimum, 

9 to 12 per cent in a few oasoe, 12 to 2i per 
cent in the majority of oases, and 
24 to 37} per cent in a few oases, depending 
on the etatus, soNenoy and needs of ths 
borrower and the reason for borrowing. 

5 per cent before 1907. 

61 per oent till 1921. 

7} per oeiit from 1921. 

6| per oent from let April 1929. 
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irorth about R«. 30,000 is such a nidhi. It gives loans mainly on the security 
of houses and jewellery to petty traders and wage-earners in Nellore town 
and to a few agriculturists. The only joint-stock banks working in this part 
of the country are (1) the branches of the Indian Bank, Madras, at Guntur. 
Beswada and Narasaraopet, (2) the Andhra Bank, Masulipatam, estaUished 
four years ago with a branch at Cocanada recently organiee^, (3) the Bharata 
Lakshmi Bank, Masulipatam, which is only a few months old, (4) the Liberal 
Bank of India, Nellore, of a recent origin and (5) the branches of the 
A^icultural Bank of India at Guntur and Nellore, which is also of recent 
origin. Only Nos. (1) and (2) are doing any appreciable business. The 
Indian Bank works on the same lines as the Imperial Bank of India and 
gives loans on the pledge of produce on the godown system. The Andhra 
Bank gives loans only to ryots liolding substantial propeii-y and on pro-notes 
with sureties. None of these hanks give loans to the snial] ryot. As regards 
co-operative banks there are four c*eiitral hanks in this circle, two in Kistna 
and one each in Guntur and Nellore districts with a working capital of »30, 
24 and 16 lakhs respectively or an aggregate of 70 lakhs. They finance the 
agriculturists through the agricultunil jirimary societies of which there were 
464 in Kistna. 587 in Guntur and 422 in Nellore on .‘tOth June last. There 
are two land mortgage hanks in Kistna, one at Gudlavalleni and the 
other at Vadlarnannadu. financing ryots for redemption of old debts, for 
details of the working of whlcli please see answer to question 4 infra. There 
are very few indigenous banks or hankers in this part of the country apart 
from local money-lenders. »Son»e unregi.siored Beddy hanks were working 
in Nellore district until recently Imt most of them linve bot'ome dormant or 
been wound up. The hulk of agricultural finance not coining within the 
scope of the abovenientioned ugcMicies is supplied by jirofessional money- 
lenders, merchants and dealers in villages. Coin|)anies trading in fertilizers 
like Brunner Mond ^ Co., and Parry & (V»., sell chemical manures through 
their local agents in Kistna. Guntur and Nellore districts to the extent of 
about ten lakhs per annum and in some eases afford credit facilities tn big 
ryots on the responsibility of tlieir agents. 


The total amount of capital required for the various purp(»ses slate<l 
above is roughly as follows: — 


(1) For Land Bevsnue 


(2) For Cultivation expenses 


LAKH8. 


R8. 


' Kistna district 



30 

Guntur district 



67 

Nellore district 



27 

* Kistna district 

, , 


100 

Guntur district 



200 

Nellore district 



100 


— Thwi hav« been worked out as under : — 


Cultivated extent. 

Kittna — Acres 6 lakhs (2| wet") 

plus 91 dry). Rs, 30 per acre for wet land and Rs. 10 per 

Guntur — Acres lo lakhs (3 wet aore for dry land is reckoned hs the noinml 
plus 12 dry^. cultivation exponoes per annum. 

Nellore — Acres 6 lakhs (2 wet I 
plus 4 dry). 


No estimate can be given for the total amount inquired for capital and 
permanent i inp rove men ts , 

The main defect in the present system is the necessity which still 
exists of the ryot having to go to the local sowcar or monej^-lender and 
hWTOWmg at a usurious rate of interest on terms highly disadvantageous 
to him and which practically leaves nothing to him as profits of his labour. 
This is due to the fact that the co-operative movement has for obvious 
reasons touched only the fringe of the population, the factors contribut- 
ing to such a state of things being (1) the general illiteracv of the masses, 
(2) want of co-operative education, (3) want of a sufficient number of 
sincere honorary workers and (4) factions in villages and especially the 
importation of late, of communal and local hoard politics into the adminis- 
tration of co-operative societies. The remedy lies in compulsory primary 
^ucation of the masses and adult education followed simultaneously bv 
intensive co-operative education and the expansion of the oo-operative 



fnoi^ment hy the organisation of a large ntunber of societies in tlia grawi 
to irhich the mo\^einent has not yet extended, and cvuisolidntion of the 
existihg stxdeties. 

There is co-ordination aiuougsi the ct>-ouertttiv© banks, the Imperial Hank 
uud the Govemnient but not amongst Uie other agencies. Tliere is nut 
much 8c*o|>e lor improvement in this diimdion amongst tlie latter unless 
the masses lH*come more litei^-ate at least with an elementary knowledge 
of bankit^g proc't'dure and are able to undei*stand their rights and r%»s- 
poii.sibilities in dealing with |irohlems affec*ting their interests. 

2, The principal oroj>si in this circle atv — 

(a) Ki.stna district — Paiddy, groundnut aiul cxdtoii, 

(h) Guntur district — Paddy, groundnut, cotton, chillies and tohaccsj. 
{c) Nellore district^ — Paddy. 

Paddy is chicliy grown in villages irrigated hy the deltaic canal 
system and to a small i^vtent under tanks in the Uplands, 'the latter is 
hardly sufticioni for local ('onsnmption. The surplus in the delta is pur- 

chased l>y local merchants and sometimes by ric^e tactory owners, converted 
into rice in the nearest taciories ami exported to Madras, Ci^eded districts, 
Bombay and other places by rail. It is saitl that a ciertaiti portion is 
exported from Bombay to ioreign countries but 1 have no statistics in the 
matter. 

As regards groundnut an extent of 25,000 acres is grown in Kintnu 

and about 250, 1 MW.) acres in (i nut nr. The systeui of marketing this cu'Oji 
is not iinifornw In some ( ases the ryot takes tlie produce to the market 
and sells it direct to the big incrcbant. In some cases he stdls it to the 
commission jigmit <n‘ smalbu’ haul iiiercbaiit. in some cuvses the agent 
of tile l)ig merchant in town u bo is generally tlie pnjpriotor of the faotoi'y 
goes lonnd the villages liuying up tlie produi'e, v\lule in oLhev cases, the 
crop is grown on advances from merchants on condition of sale to them 
ijnniediately aftcj' harvest at a iixed price oi* at the market j>rice. But the 
metliod mostly in vogue in these parts is for the ryot to sell his crop 
through tlie commission agent to the big merchant or the factory owner, 
the agent taking the uniform c'oinniission of one unna j>er bog or live 

annas per candy of 5{K) lb. of iinslicdlt*d stuff which is equivalent to live 

flags. The stnli is then docoit icated in the factoiy and sold by the owner 
in the form of kerinds to the representative's ol Kuropeaii hims, like 
Ually Bros., X'olkari Bros., etc., ex godowii. These fiijns tranship the 

produce hy jail and slemnei' to the continent. Jf the lyot takes the 
produce to the marked and .sells dircH't to the hig inorchants he is also 
paid a commission of live annas p(*r <*andy allowed to the commission 

agent, '('he crop is sold to foreign firms mostly on tlie forward contract 
.system coiiiineficing in September for deliveiy of produce in Deeeinbor and 
snliscHpjent months ending with April. 

An almost similar method of marketing apjilies to cotum also. 

Chillies are mostly grown in Guntur district. The ryot or tlie amall 
village dealer who jiurchases it fj-om the ryot brings the produce to the 

coiniuission inercluint in market towns where it is subsequently purchased 
by the Hgeiits of Marivari firms and c^xported to Bombay, Calcutta, etc. 

Tobacco is growji in two varieties, the coimtry leaf variety and the 
Virginia leaf variety. The latter is ino.stly grown with seeds supplied by 
the foreign tobacco c-ompunies and partly by the companie.s themselves 
oil lands taken on long lease by them. This is cured in the company’s 
factoiy at Chirala and exported to the continent. The local variety is 
purchased by the local wholesale dealers in market centres and exported 
to foreign count lies. 

Tliere are vast possibilities of pooling the produce relating to the seve- 
ral mops above named and marketing it throi^h the agency of co-operative 
societies by the organization of a net work of loan and sale societies. But 
the only thing that stands in the way is the want of sufficient human 
material with the necessary c haracter and business habits. Experience liM 
shown that it is unsafe to depend upon mere honorary workers to run 
such organizations. There mu.st be an adequately paid staff if the acheme 
is to work successfully and to begin with Government must lend the ser- 
vices of experienced Inspcsctors with special aptitude for and traininfl^ in 
non-credit work to run such societies till the movement ta^eg root in |3 mi 
land and can stand on its own legs. 
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l*h© credit faciliiieH rcjqiiired for the hnancitig of prod acts for market- 
ing are thoee deacribed in Circular No. 6368-28, dated 19 — 1—1929, of the 
Registrar of Co-operative Societies, Madras, or to put it briefly, (1) the 
flnancing of cultivation at every stage after taking an agreement from 
tlie ryot for his bringing all his produce to the loan and sale society for 
sale, (2) a free system of overdrafts,* (a) to the village society and loan 
and sale society by the co-operative central banks and to the central banks 
by the Imperial Bank of India and its branches throughout India; {h) 
b^ween district co-operative banks in this province and similar co-operative 
organizations in other provinces and (3) between district co-operative banks 
and continental exchange banks in the provincial capitals. 

As regards facilities actually existing for marketing the produce of the 
country, there are village societies to finance the ryot in most places but 
very few loan and sale scKueties. A net work of loan and sale societies 
must be organized and the contract system whereby every ryot wdio takes 
a loan from the society is bound to l>ring his produce to the society for sale 
insisted upon. 

Co-operative banks are at present playing comparatively very little 
part in the process of marketing, 'i’he bulk of the finance required for 
the purpose is lieing supplied by the branches of the Imperial Bank of 
India and the Indian Bank to the wholesale luerchants and agents of up- 
country and foreign firms. The part played by the local merchants and 
dealers has already been descrilKjd. 

The existing facilities available to the public fur internal remittance 
are (1) cheques, ^2) hundis, (3) bills of exchange and (4) arbitrage. The 
defe<^ts in the existing system are the absence of clearing house arrange- 
ments in several places in regard to cheques drawn on l)anks and bankers. 
Another defect is the non-recognition by some banks of the cheques drawn 
in the vernaculars of the country. 

But for the facilities created by negotiable Jnsiriinients for movement 
of capital from one part of the country to unotln'r the internal trade of 
the province wdll be greatly hampered. The Statutory protection afforded 
to cheques under Section 331 of the Negotiable Instruments Act ma.y be 
extendi to lulls and tlio stump duty reduced by 50 per cent so as to 
enable the public to make a more extensive use of bills. 

There are only two different classes of hundis current in this part of 
the country, viz., darsan hnndi payable at sight and hundis payable on 
maturity. Sample copies of the former both in Kiigli.sh and vernacular 
used by local merchants in Bezwada are attached. 

The ijrotection given under Section 331 of tlie Negotiable Instruments 
Act of 1882 to the puldic and the banks and bankers handling cheques 
might he extended to those liandling hundis also so that the latter may be 
better protected and benefited. The hundis are mostly discounted here onl^’ 
and very' few of them are sent to the juovincial (centre to be disc^ounted 
there. They are also sometimevs lield 3)y middlemen, merchants and 
commission agents. 

The different kinds of instruments and doiaunents of ownersliip of 
goods employed for raising money during the process of marketing are 
railway receipts, hills of lading, pro-notes, w urohousekeepei \s certificates, 
delivery orders and wharfinger wrtificates. 

The establishment of warehouses in principal markets and exporting 
centres and the issue of w'arehouse receipts on the pledge of which banks 
will be prepared to make advances will promote the financing of trade and 
industries. At present foreign insurance companies like the Sun Life 
Insurance Co. of Canada are doing enormous business in India but the 
funds obtained by thorn here are being remitted to foreign countries. If 
thdy are made available for financing Indian trade and industry a large 
amount of ofA>ital will be immediately available and rates of interest < 5 an 
be reduced. The same is the case w ith the exchange banks; S 2 >ecial arrange- 
ments may also be made to lower the bank rat^ during the marketing 
season so as to enable both producer and purchaser to obtain finiuice at 
cheap rates. For this the organization of a central reserve bank is neces- 
sary with powers of coiitix>l over all the banking organizations in the 
country and w ith branches in all district headquarters. Special arrange- 
ments are also necessary to bring the producer and wholesale merchani in 
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touch with each other without the intervention of the nviddleiuan. I'hara 
must t>e also a bureau of intoriuation broadcasting the prices of principal 
crops in market centres. 

d. The value of land per acie varies accoixliiig to the fertility of the 
soil, the facilities for irrigation and drainage in the case of wet lundttt 
the density of the ryot population, and the pixixiinity of the land to the 
village proper and u> the niilway station or marketing centre. Subject 
to these cpialiticatioiis the values here range as follows . — 

Paddy, Bs. 500 to Bj?. 2,000, 

Groundnut, Bs. 100 to Bs. 500. 

Cotton, Bs. 300 to Bs. 600, 

Tobacco and cUillies, Hs. 500 to Bs. 1,000. 

These are the pric'cs realized when tiie laud is sold by private nego- 
tiations, but when the same is sold for non-payment of revenue or in 
execution of a court decree the price fetched will he liO to 40 per cent 
less than the values aliove spc'cified. 

4. In thi.N circle the lands aiH5 either ryotwari, zanundari or wliole iiuiin. 
lu almost all tlieso cases except in the rare insttnices of few zamiiidari 
villages and a few iiiain villages the ryot has o(‘cupancy right and there 
is no legal impediinent to iiiortgago of the land. 

There are two land mortgage hanks in the Kistiia district, one at 
Gudlavalleru and tlie other at V'adlaiuannudn, for the provision of long- 
term credit to the i\vots residing in the villages comprising their urea of 
operations. Pai iic iilurs ol the working ol tliese hunks arc given in the 
appendix. Tliere are no laud mortgage hanks in Guntur or Nellore district. 

4'he objects oi tiieso hanks as dehned in their by-laws are to promote 
tlie economic interest of their members and more [oirticuhirly to arrange 
for tlie creation of funds to he lent to their inmulH^rs on inortgago swurily 
for (1) the redemption of mortgages on agricultural land, (2) the discharge 
of prior debts and (3) the improvement of ugri(!ultural laud and its method 
of cultivation. But loans arc at j resent gniute<l only for the first two 
objects. 

These hanks obtain 1 imd;s for their vvoiking in tlie shape of share 
capital, deposits and debentures; l>ut the <lepo.sits are only nominal and 
the bulk of ilie money is raised fi om debentures. Tln^ maximum borrow - 
ing jiower of each hank is nine times its paid-up sliare capital plus reserve 
fund. Loans given to meiuhers arc .secured by the lir.st mortgage of the 
land to lie redeemed or improved by moans of the loan and do not exceed 
ijO per cent of the estimated market value of the land. The individual 
maximum lioij'owing power at pre.seiit is its. 2,000 hut botli the hanks 
have already applieil for enhanceinoni to lis. 3,000 and in the caise of 
Gudlavalleru Land Mortgage Bank even to Its. 6,000. No loan is granted 
for a period exceeding 20 years. Didxmtures of the dmioniinations of 
Bs, 100, Bs. 500 and Bs. 1,<X>0 carrying interest not oxceoding 7 per cent 
per annuin are HoatcKl by the hanks (in the security of indentures executed 
by the borrowing memhers and these indentures are transferred to the 
trusUHi wlio is at present the Hegistrar of Co-operative Societies, Madras, 
as security for the due fuliilrnent by the l»ank of its obligations to tin; 
creditors. The local Government purchased debentures to the extent of 
Bs. 50, OCX) from Gudlavalleru and Ks. 10, OCX) (first iustaliiient) from Vadla- 
inannadu hanks at 61 per cent interest and the Madras Ckuitral Lrhan Bank 
has followed suit by purchasing debentures to the extent of lis. iI5,000 in 
both the hanks at the same rate. Loans are given to inernheisi at 9 per cent 
per annum. 

(a) A proper maintenance of record of rights will greatly iaciiitatc 
the proper working of land inoriguge hanks and avoid the possibilities 
of disputes and oounter-claiiis. Btei>s have to he taken in tliis direction 
by the Ileveiiue Department in collaboration with the Begistration 
Department at least for those villages coming under the operations of land 
mortgage hanks. 

(h) No necessity has yet occurred in either of the land mortgage 
banks working in this circle for foreclosure or sale hut b » many caaep 
are likely to arise when more banks are started it is desirable to baTil 



powcrjs granted to the hank by the legislature to sell the properties erf 
the defaulters mortgaged to the bank witliout the necessity to obtain a 
decree as in the case of mortgages in Presidency towns by amending 
sefftion 69 of the Transfer of Property Act IV of 1882, if necessary; but 
there is no nectessity for the land mortgage hanks to \ye given the powers 
of foi'eclosnre in any case, 

(r) Ac<rordiiig to the i>ractice obtaining in this Presidency no charges 
are incurred for either getting encumhiunce certificates or obtaining 
awards or executing them through the Revenue Department. If at all 
any costs are iucunod they aie r€‘covered from the defaulters as coats in 
the suit. The (lUestion does not aj>j)ear to apply to the conditions obtain- 
ing in this proviiurc. in this c*onnection I may bring to the notice of the 
Committee the m^cessity for some statutory provision being made to meet 
the caM's of applications under the Provincial Insolvency Act to declare 
the )>orrowej’s from land moilgage hanks as insolvents within three months 
of their mortgaging their property and borrowing from the bank, 
on the ground that the mortgage f>r alienation to the hank was made 
with a view to defraud other creditor^. No such case has yet occurred 
hut there i.s a possibility of its occurring at any time us 11101*6 hanks arc 
established. The question may he considered in wiisultation with the Law 
Oflic*ers of the Crown if necessary, sjiecially l>ec:aiise there is a possibility 
of a large number of tlie.se hanks being organized hereafter when the t^entral 
land mortgage hank is registered. A similar safeguard to land mortgage 
banks is necessary to see that siihsetpienl loans made by Government 
under the Land Improvement lioans Act and the Agriculturists Loans 
Act do not take prknity over earlier loans given by land mortgage hanks 
by making such nmendments in the law as are necessary. Under the rules 
framed by Government under these Acts, takavi loans may he granted 
fiy Goveriinient on the security of lauds already mortgaged to land moi’t- 
gage banks providc<l that the value of the lands after allowing for the 
jifior encumbrance is sulheiemt to cover tlic now loan and leave the necessary 
ofU'-f<mrtli margin. 

Assuming that tlio Central Land Mortgage Hank at Madra.s will soon he 
registered tiie working capital of the central hank will have to he derived 
largely from dehentnie bonds and long-term deposits while the primary 
hanks have to he (ins need by the cinitral institution as the i>ower of 

floating debentures will presninahly he withdrawn and they will be affiliated 
to the central laiul mortgage l»ank. It has. I think, Ik'CU recognized 

that delHsnturo bonds of the central land mortgage hank should carry some 
Government guarantee by way *ot int(*rest and the Madras Legislative 
Council on the motion of the Honourable Minister for Development resolved 
last week to recemnnend to Government to guarantee interest not exceed- 
ing 6 per cent for 25 years on debentures worth 50 lakhs to he floated in 
the fiist live years. The debentures floated by the primai'y* land mortgage 
banks ot present carry no guaran U h* hut as already stated afmve this is 

pai*tly made up l>y the Goveinmenf it'^elf purchasing debentures to the 

extent of Hs. 50,000 from the primary land mortgage hanks at half per 
cent less rate of interest with a view* to create confidence in the mind of 
the public. 

The transfer of the seem i ties to the trustee approved by the Registrar 
is practically a guarantet^ to secure Government against any possible loss 
that may occur. If further guarantee is required, a compulsory bad 
debt fund may bo cieated out of a portion of the profits and the reserve 
fund may l>e ordered to be invested in Government promissory notes and 
deposited witli the trustee or in a bank appro\^d by iiiin. 

As stated, laud mortgage hauk.s are now issuing debentures at flj per 
cent to Government and Madras Central Urban Bank, and 7 per cent 
to tile public; the money so derived being lent to inembei's at 9 per 
cent* It is advisable that land mortgage banks should lend to their 
memliei's at 8 per cuet when the central land mortgage bank issues deben- 
tures at per cent. 

One suggestion that may be made for the adequate provision of long- 
term credit against sound security and attracting long-term money from 
the public is that the Indian insurance companies should lie encouraged 
by Government to invest their surpluses in the purchase of debentures of 
the central land mortgage bank recognising those debentures as trustee 
securities. Thus the major portion of the premia paid by the public to 
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the insurant companies comes hack into the co-operative movement to 
furnish capital for the issue of tuiig-teriu loans to tlieui. Tlie Andhra 

Insurance Ck>mpany, Masulipatam, has t^aken the lead by purchasing 
debentures worth Bs. 10,(100 from Vadlamannadu land mortgage hank. 

6. I do not know of any e.Ntimato for a village or n district in this 

province or for the wlndo province giving iururate figures of the exist*^ 
ing indebtedness of the aigricultural classe*^. A t'ommitte<* of nou>ofheia)s 
called the Economic Enquiry Coiumitte<» seems to have* l>eon making such 
an enquiry for some time post in some id the villages ot (iwlavari and 
Kistna districts primarily in connection with the pmposed enhancement 

of land assessment in those districts by resettlement but their results have 
not yet been published. Such an estimate to l)o of reasonable accuracy 
can only be obtained by einploving a s|)e<*ml staff under adequate super- 
vision at a prohibitive cost and even then it is doubtful if correct and 
complete information would Ix' forthcoming in nil cases for the reason 
that the .sowcar is afraid of the Income-tax Department and respeetahle 
ryots will not he willing to have their iiidcht(‘dncss exposed. Similarly 
tlie amount of debt with land as security and (lie amonni secured by 
other assets can only he known by making a special eiupiiry in any j aiti- 
cular area for the purpose. Though the records ol the Begistration 

Department may give some idea of mortgage debt, t!u\v lanmit furnish 
figures for the outstanding indchte(!iic.ss as repavimuits are not registered. 
Such an enquiry was got made by me in a ^niall Panchama hamlet of the 
deltaic village of Pnnchalavaram m Tenali taluk with a view to i^nleem 
the inhabitants of the hamlet who are Adi-Andhra^ from (heir entire 
indebtedness by obtaining ior them a loan of about Bs. ‘ir>,i)00 trom the 
Madras Christian Central Hank on th(‘ .security of ^lieir immovable pro- 
perty. The enquiries were made h\ the Inspect oi s]>e(ially deputed for 
the [lurpose and the result sliowcd that 4d fannlas had a total indebted- 
ness of Bs. 25,.31d classified as under • - 

Secured by mortgage, Bs. 9.087 and 

SecUired by pro-note and katha and hand-loans a<*cnnnts, Bs. 16,226. 

Out of the entire iiidcbt<ulness in the Pn^sidency only about 8 croios i.s 
duo to oo-o]>erative Mn icties and th(‘ rc'^t (o (»tber agom u‘s, tlu^ major 
portion being due to professional monc\ -Icncbu s and village soucars. 

The rates of infc»rest charged by (he sexcoal li naming Mgeiicit»s have 
h<^*en already given supra in answer to cpiestion T (i). 

The inethcxis used for calculating intereNt depcmcl upon the* original 
contract and instruments exwutcHl f<»r the purpose. In the c*a8e of 
promissory notes if the borrower is a man ol small means int<*rc*Hi is c-al- 
culated yearly and if not so paid is added to (lie principal. Where the 
borrower is solvent interest is (*al<*ulnted once* in thr^c y(*ais. On mort- 
gage loan.s interest is generally calculated yc'arly. ('o-o])t'rnt ive sccioties 
pay half-yearly inteiest to c*entra1 hanks while tii<*y cmIU'ci in(ere*-i annu- 
ally from their own mc*mhors. Interest on (hd)critures of lancl mortgage 
banks is paid half-yearly. Interest on Govc*rrimc*nt loans is paid yearly. 
Some banks and professional money-lenders charge C|iinrterly interest. The 
Imperial Bank of India will not give loan.s for periods of more than ,six 
months or without two sureties. It givc‘s no loans on the security of 
immovable property. 

The payment of debt is enforced 

fl) by Government by prexeeding against the per.son or property of 
the >K>rrower as if it were an arrear of land revenue, 

(2) by co-operative banks and ^oedeties by cither (I) referring the 
matter to arbitration under rule XVI of the Co-operative Rocieties 
Act and obtaining an award and executing it either U/) through the 
Bevenue Department or (b) through the civil court or Ol) by filing a suit 
in the civil court and applying for c'xe<*ution of the deci(‘c and 

(3) in all other cases filing a suit in civil court and attaching the 
defaulter’s property movable or immovable in c'xociinon of tlu» decree or 
by personal arrest of the defaulter. 

There are also cases here and there of Marwin* money lenders enfoiy*- 
ing payment of debt in rural parts by making their servants ait in 
‘ Dbarana ’ at the entrance of the borrow^ers’ house till the debt is repaid 
and charging eight annas or more per diem foi his wages, 
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The process of the enforcenieni of old debts aod the passing on of the 
landed property into the hf.nds of the orediu-rs is slowly tuinin|g a la^e 
number of pcjople who are efficient farmers into tenants and it is taking 
away from the actual cultivator the incentive to imijrove the land and 
produce more in an cffi<»ient atnl better manner e.'<i>4»cially where the 
tenancy is from year to year or for a shoi-t term of years. 

6, The small subsidiaiy industries allied to or supplemental to ajgri^ 
culture in these districts are hand-spinninjj, hand-loom weaving, diary 
farming, raising garden pnKlncc (v€‘gctables and fruits) and cotton gin- 
ning. These industries can l^c enconniged and the i)roducer might ho 
enab1e<l to get a lK*ttcr rcdnrii for his produce by the formation of co- 
operative societies for these iiuhistries and the introduction of up-t^>-date 
machinery. Hand spiiining and poultry farming may be suggested as 
enterprises which give cmplovmcTit to the farmer during seasons when he 
cannot make full iis<* of his time on his farm and thus enable him to sup- 
plement his income, Tf is tnu' that the economics of hand spinning does 
not give a return of more than <»ne and a half annas to the spinner or 
Rs. per mensem hut eonsidcoing that the average income of the lyot 
as calculated by experts in economic't and by <‘V(‘n the (Jovernment of 
India dm’s not ev(*eed Rs. .‘I per mensem tlie supplemental income from 
hand spiTining must he a decent addition to his otliewise paltry resource's. 
Added to this both hand sjiinniug and po\i]tiy faritung can 1)0 taken up 
by the feamles and even decrepit old members of the ry^ots’ family who are 
unfit for other work involving hard labour. It is true that siieh hand 
spinning is monotonouh and that in the case of an able bodied person fit 
for other work which is more remunerative tlie labour involved in it 
is out of all proportion to Ihe imome whieh it fedehes. Rut as stated above 
it engages the other members of the faudiv who are h'ss strong and involves 
very little expend itu?*e or outlay for the pnrehas** of Jmplements or raw 
materials. Even in the case of the able ho<lied larmers there is no reason 
w^hy they should not take to it till they could find better means of 
employment. 

Capital for such enterprises can best he secured through the inac'hinery 
of co-operative sociieties by means of members’ shares eouplod with loans 
from co-operntiv<‘ hanks to the societies on the security of the share ca])ital 
And other assets of thc' memlM'is. The capital rec|uired for such 8rnal1 
industrit‘s being only in small amounts, assistance of Imperial Bank of 
India or joint -stoek hanks is not nc'eessary for the purpose. 

0-A. I have some kno\vh‘dge of the hand-loom u caving industry in these 
parts as Pedana in Kistna and ('‘hirala in Guntur have been famous centres 
of this industry foi* a long time and even now G'n»tar district possesses 
the large number of liand looms (about 15,000) in the presidency. Several 
attempts have been made to improve the condition of hand-loom weavers 
but owing to various causes, viz., (1) the indebtedness of the weavers, (2) 
opposition from master workers. (.‘1) want of human material to work the 
socueiies. (4) their irregular liahits including addicGou to diink and espe- 
cially (5) the difficulty of finding a market for the finislied products, the 
attempts have not been succ'e.ssful. CPiipled with the above, the weavers 
liayo to face the oom|Kditioti from the inill-jiiade goods of Northern India, 
Jaipur and other foreign countries which by virtue of production in mass 
can he sold cheaper than the ]<K>m-woveii cloth. The organization of n 
w^holesale depot in provincial centres ivhich will }>e a clearing house for 
hand-loom products may possibly he of some usa to iuiprove the condition of 
this class of people. 

7, Co-o[>erative hanks in this province are assisted by the Imperial 
Bank of India by way of overdrafts to tlie extent of more than 60 lakhs 
of rupees which is of considerable assistance to them for maintaining their 
6uid resources. Conversely some eo-operativc banks invest their surplus 
balances in the overdraft account of the Imperial Banks of India as credit 
balances. The Imperial Bank of India is also issuing demand draft to 
co-ofieratiw banks far cash remittanf'es of sums not less than Rs. at 
a time. There are very few joint-stock banks in the Northern Circars. 
As regards their relation with other hanks the Andhra Bank at Masuli- 
patam is enjoying an overdraft at the Kistna Co-operative Bank to the 
extent of Rs, 16,000 on the security of debentures purchased hy it in the 
land mortgage hank. Institutions corresponding to nidhis which are so 
very conunon in Southern districts are not found in the Andhra country 
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Except a few Marwari ilrma of standing, there are no indigenons bai^lai> worth 
the name in these parts. Some of tliese have overdrafts with the Imperial 
Baa]^ of India but not in eo- 0 |>erative hanks with which they have no 
de^n^ whatsocTor. But the co-operative movement has indirectly affe<*te<l 
^the transactions of the indigenous hanks and hankers hy hiworing their 
^ftte of interest. 

Zl\ the matter of finance absolutely no differeiiiv is experioiu'oil m the 
Ca8#»d| co-operative societies in regard to short-term capital and some C4>- 
operative central hanks are snrplusing in that respect. As regards lonji^- 
t^m capital co-oporative hanks were issuing ten years^ term loans until 
rtH^ntly although they had no long-term money in the shape of deposits 
which were mostly gvit for three years and lees hut they were banking 
with the expectation of renewal of these deposits. The unsounduess of 
^is policy was stressed hy the TowiivSend Committee on co-operation in 
tnoir report published last year and since then the maximum period of 
loans to co-operative societ i<*8 is only five years. As for long-term hnanoc 
for the redemption of indebtedness and capital and i»ermnnent improve- 
ments, the Committee suggested the formation of a central land mortgage 
bank with a network of primary land mortgage hanks, the idea being 
that the central land mortgage bank should raise the necessary capital by 
floating debentures and supply necessary funds to primaries. Steps are 
being taken hy Government in this direction for this presidency. 

It is not possible to furnish an estimate of extra capital required for 
financing co-operative movement unless a survoj’ of indehtodrn^ss is made 
as suggestiMl almve. As lor <urrent expimditure for cultivation a rough 
estimato was already given hy me in answer to question 1 supra based 
npo<n the total area cultivated in each district. 

There is competition to some extent between co-ciperative hanks and 
joint-stock hanks especially in the matter of rates of interest on deposits 
offered hy them, e.g., the rates of interest on deposits of the Kistna Co- 
ojierative Hank and the Andhra Bank and Bharat n Hakshmi Bank, 
Mttsulipatam working in the same locality arc as under: — 

Bharata Krishna 

Lakshmi p . Co-operative 

Bank. ifunk. 

For depoeite of 6 months .. .. 6 percent. 5 per cent. percent. 

,, 1 year ,« .. .. 6^ ,, 6 ,, 15 ,, 

,, 2 years 6| ,, ,, 

,, 3 yen re .. .. 7 ,, ,, r>J ,, 

Tho following financial and other concessions are suggested in order 
tc> stimulate the growth of the co-operative mcjvement : — 

(1) Exemption from incorno-tax of interest on debentures i.ssued hy 
oc-operative land mortgage hanks. 

(2) Debentures of land mortgage banks may bo ordered to he accepted 
hy all co-operative hanks in the province for giving loans or overdraft on 
their security. 

(3) Rebate of commission on money orders hy one co-operative society 
to another for remittances for co-operative purjiosc^s as obtains in the 
Punjab and Bombay Provinces may a!sc» he grantc*cl in this presidency. 

(4) Tnedusion of delientures issued by the existing land mortgage hanks 
and the profK>sed c*entral land mortgage h.ink in the list c>f trustee securities. 

(5) Amendment of the Trust Act to enable the investment of tnuit 
funds in co-operative banks either as deposits or as debentures. 

(6) Guaranteeing of interest on the debentures issued by the central 
land mortgage bank for a period of five years to begin with fthis was al- 
ready agreecl U> by the local Ijegislative Ck>uncil). 

(7) Loan of the service.s of Government staff frefi for some years to 

work up loan and sale ’oties intended for tho better credit facilities 
and for the better marketing of the produce of the agriculturist. ^ 

(8) Subsidies on a larger scale to provide co-operative education for 
official and non-official workers and for members of co-operative societlea. 

IT. — IndigenouB hanking. 

1. Indigenous bankers in these parts receive money at cheap rates of 
interest, give loans to their clients at a higher rate of interest, disoount 

112 
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honour 'IniiilifliBAiidiiic dsr*an ' hnndit 

Sight *and thm facilitate the remltfance o£ laoncgb^ to outside 

centres 

2 Indigenous hanks in tOTvns aie not gencia))> financing 

othoi industnes The\ aie inainK financing trade, (0 hv 
to tvadeis, (u) b> allowing cash tiedits (in) hv discounting hills 
(iv) by issuing hundis Agricultuie is <hiefl\ financed hv moneT-4il*W3t 
in villages so lar as the indigenous s\steni is conc'erned 

d (a), (h) d (c) 1 can give no idea of the amount of capital invy|j^ 
in the iiidigenons hanking svstem nor the volume of the indigenous 
I ss noi the expen se« thereof 

^ id) The lelations between the scneral hanking agencies have hf«n 
flbifready clescnhed above 

} 4 The various ciedit instiuments used hv indigenous haiikeis in thJ|» 

parts aie (1) Daisan hnndis (pavahle at sigfit) 2) hnndi. matin mg after 
^ pel lod of certain months and (i) piomissoiv notes 

» 5 The indigenous hanks provide themselves with funds to meet the 
demands, (1) h\ their own capital (2) hv cle])osjts oi loans leceivcd at 
cheap raters fioni the jiuhlic ( ^) b\ means of cash cieclits or loans from 
the Imperial hank of India oi joint-stock fianks, (4) hv discounting hills 
and (5) hv horiowmg fiom one anothco 

The feiiiis of loans granted hv indigenous hankers depend upon the 
nature of seciintv offerc»d tlie status of the boriower and hanker and 
tile season of hoi lowing The vanoiis methods of the village monev-Iendei 
ill granting loans to the agents have alreadv been dc^scidied in the answer 
to cpiestion 2, section I relating to !n«irketmg Indigenous bankers 
fteiieinllv pav interest at 6 to 9 per cent on tlie loans and cleposits received 
hv them 

fl The rate of inteust which the agucultmal conimunitv has to pav 
te the indigenous hankei vanes as alieadv stated from 12 to 24 pei cent 
and goes up to d7J pei cent m some cases 12 to 24 pei cent being the 
ptost common if interest is paid in kind * Nagn ’ as it is called it goes 

to 50 jiei cent These lates cun onlv he brought down hv the organi- 

Kntinn of co-operathc education and expansion of c o-o])ei ativ e movement 
Un the right lines 

The I eduction of such rates coupled with co-operative education incul- 
cation of the liabits of thrift and utilization of loans onlv foi productive pui- 

poses will (Oitainlv confer gieat benefits on the agiiciiliiiial comnninitv 

and impiovo their standard of Irving and will enable them to spend more 
on agricultural impiovenients 

7 Theio IS no piejudice rn this part of the countiv against indigenous 
hankers in towns but prejudice does exist against money-lenders in villages 
who are looked upon hv the rvots as ^liv locks especiallv against those 
who piactiee the ‘Nagu* svstem 

These indigenous banks aie sufficienth protected in law and no legal 
pr other facilitv need Ire extended to them 

The dealings of this class of bankers with their clients are not alwavs 
itpMght though in point of securitv thev are sound lines Thev use 
talse weights and measures and adopt false accounting too The lemedv 
ties onlv in mass education and lemoval of illiteracv 

8 This class of hankers niav he made more sei viewable to the eommu- 

iiit^ hv the regulation of lates of interest chaiged bv them bv statute 

ao as not to exeeed 12 per cent oi at the most 15 pei cent with power to 
civil couits to disallow dll claims in excess of 15 per cent The attitude of 
iihe indigenous banking communitv towards the introduction of anv 
methods foi legiilaiing their operations and for giving public itv to them 
will he a hostile one Thev are speciallv afiaicl of then transactions 
^minfc under the purview of the Income-tax Depaitment 

9 Attei making allowances foi legal expenses, management charges 

and other losses the net return to indigenous banks and bankers may 
vary from 12 to 15 per cent but no data are available to give an accurate 
^^mate 

10 Cases are not infreanent where indigenous banks and bankers are 
obliged to lefuse accommodation to their clients either on account of the 
unacceptable nature of the security offered or owing to the mmPeiency 
of their working capital. 
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4 ione>- niarlvet aim ca|>ttalH th rough vo 

<^ntrai banks ami primary sociotitjs slioukl de^op^io 
**•' ooinmerinnl banks for trade pm pcxses espocially tlio 
lunulis and discounting of i)ills. The public must Ih' cncouVag^ 
^lio dewlap the cheque habit and current aitHumt system. ^ 

^branch of the c*entral reserve bauk which should be a liankers' hank 
iforjlkll- India may be establislied at the headquarUn’s of each district. 
Of^WTOTatts must l>e ireely given by smdeties to individuals, by co-operativo 
lH^al banks tt) swieties, and by the central reserve bank to co-operative 
c^ltral banks. Jf the indigenous hankei*s an» also given tree accommoda- 
tiQii by the co-operative banks in the first instance and through theu^ 
Mp the central reserxe hank, tlie oi>position of the indigenous baukori 
|i^y be disarnuxl and their confi<ieiU‘e secured. If the tudigenous hank^^ 
'gliding rates are to Ik? curtailed as suggested al)ove there may not ImI 
much olqtH'tion to their being given aceominmlation even hy co-operati^ 
hanks us at least for some lime to eome they cannot he dispensed 
altogether. ^ 


1&. I do not think there is any largt* amount of money in the distrii^ 
in tlie hands ot the indigenous hankers whicli dotvs not find emploj'inent 
throughout the year nor are their moneys now flowing to the proviiicia! 
capital to any appreciable extent eitlier lor long or short-term peri(Kls. 


Jll.~ Jfivvsitnrrif huhif <inil ott tmt tan <// ((tf/ifal. 

1. 'Mie existing banking resources in the province are (1) iJe[>osjts »4>|I 
all kind.H l)y the public (including fixed, current, savings, chit funds, et^ 4 S 
(2) share capital (puul-up) ol tin* hanking institutions, (.*1) their growdiqS 
reserve funds, (1) loans fiom the pulilic and (ioveriiment and (5) tbS 
owned of banker.s and money-leiicler.s. 'Pbe total amount of sue^ 

resources in co-operative lainking is roughly (‘i*orcs in tliis Pre.sidenc)l|. 
No figures are available for the uinonnt contributed liy the Imperial BaiiK 
of India. Tlie resources contributed by joint-stock bunks rougnly amoant 
to Iks, 20 (lores. No estimate (‘un be given of tln^ amount of additiooal 

capital re<iuir(Hl. 'riio means or institutions in exiskmce lor enconragl|||^ 
savings and invc'stments are co-o])eiaiive societies and banks, |)ost 
(including savings bank branch and postal cash certificates),. yarioV^ 
insurance companies both Indian and foreign, all other banking iustitlU*i 
iions which rcMoive deposits or loans, share.s of joint-stock companios 
factories, mills and tiaiiks. chit fund assexiatmns, jU'ovicIcnt funds 
various institutions including Government railways, local hoard ttnA 
debentures issued by coiporations and land mortgage banks. 5^ 

In spite of the existence of so many facilities, jieoplc living especially 
in rniul parts are not taking advantage of them owing to tlieir illiteriicy^ 
/want of habits of thrift and inaliility to grasp tlie advantages of hiu 4| 
investments. Tlie existing facilities cun be improved l>y (1) iieisistent pro- 
jiaganda to inculcate tin* habit of saving and investing sucli savings 
interest- bearing or dividend-fetchiiig s(?curiti("s instea<^ <>f investing 
as has been the nge long custom in gold uiul silver ornaments, (2) tli# 
organization of savings committees relerred to in tlie (Government 
India’s letter No. 1). 4f)2»'kF, dated Idtli Aiigu.st 192h as in the Wes^il 
countries, especially England, (.‘1) making the withdrawal forms of saviiypl' 
iianks negotiable paper and (4) proinigandu against oxce.ssive oxpenditi;^ 
during marriages, etc. V 

This custom of converting savings into jewellery had its origin 
there were no hanking facilities or even facilities for local investmosfi 
It is also partly due to social customs, religious beliefs and traditi<iil|| 
but with the advance of literacy amongst women, the craze for jewellei^ 
is expected to l>e lessened. If in conjunction with this the force of puliiiji 
opinion puis an end to the pernicious system of dowries and to the imnocei^ 
sarv expenditure during marriages and other ceremonies there wdll he greatj^ ' 
opportunities for saving and investing such savings in remunerative 
cerns; while from one point of view investment in silver and gold jeweli 
lei*>* may lie critienBed as unproductive it must l>e stated that liut fM 
that investment rightly or wrongly even the money so saved would hivP 
Iieen expended for other purposes, and that it furnished and is fuji||tdi* 
ing a readily available and safe security for an ordinary person to 
a loan whenever reciiiired. The reluctance of tlie Indian women to part 
jewellerv’ except in ^.tbe most straightened cireurnsiances also 
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conducj^i to mokf fdSiiliea retaining iA ike shape o| jewellory vrfial little 
property they jMMsessed. , 

2. Postal cash certificates were once j>opular in these pails hut after 
the reduclion of the rate of interest, they ceased to he |>opular as oi3l|pr 
kinds of investment are fetchijig higfier rates of interest ; wnile thci'+ffiter- 
mt on postal cash certificates of five years works out only lo 5 per cent 
the same amount invested in a co-o{>erativc central bank fetches per cent 
and- in a co-oi>erative sficiety 7 per cent. It the cash certificates are to^ 
fiocome popular the rates ot interest have to !>e revised, but tliis is not 
desirable as there will be unhcalthl^' competition lietween the i>ost office 
and the bunking institutions especially those connected with co-operative 
banking. 

Postal savings banks afford ail possible iacilities to the public but as 
there are post offices only in towns and important villages, nearly GO |>er 
cent of the population is deprived ol the facilities for such investment 
through tln^ jiost office willi tfio result that postal savings banks are used 
only by wage earners in urban arcus and hardly by any agriculturists. 
It is not po,ssil)h‘ to attract the people living in villages to postal sayings 
banks ns it is not practicable to establish a post office in each village, in 
this part oi the country there is no c'oinpctition of Govern inent with bank- 
ing institutions in regard to deposits us the rates on ])ostal cash c*ertificates 
and treasury bills are not more attriK-tive than the rates offered by the 
local bunking institutions and banker^. 

»*j. The existing facilities lor the pm-chasc und sale ol CjIo\ eni juent secu- 
rities are (1) puichase tlirough the post office subject to the restriction 
of Its. 5, OIK) to an individual investor in any one official year and not 
exceeding lls. 22,500 in ullj and (2) tin* Imperial Bank oi India and joint* 
sto(;k banks also purchase and sell Gov<‘rnment seen l i ties charging some 
.fjoin mission, co-operative banks are just beginning to undertake this 
T htusinoss. 

Special facilities may be granted to .small agriculturists and small 
investors of tJie country to take up sonic form of Government securities by 
making such securities available when application is made through the 
village officers to the taluk office,, but I do not think that the people 

in rural ]>arts would take advantage ol tlie scheme as they would prefer 

to invest their savings, if at all in a local co-operativ(* society which give^ 

u higher rate of interest, and w'hieh is neai’ at liand and working in their 
midst. 

Securities other than Government securities consist of (1) stocks and 
libaros of joint-stock companies and (2) debentures of corporation and 
land mortgage banks. The lormer and corporation ciebentures arc pui*fc 

chased and sold through the Imimrial Bank of India and joint-stock hanks, 
while there are no facilities as yet for the purchase and sale of debentures 
of land inortgttgo hanks. 

'I’ho peofile in this part ol the country may he divided into the following 
groups : — 

(1) Agriculturists, (2) traders, (3) wage earners including men belonging 
to various pi-ofessions, (4) labourers. 

Agriculturists utilize the moneys which come into tludr hands by sale 
of produce in repayment of prior debts, and surplus if any, in the pur- 
chase of new' lands, agricultuial improvements, and to a slight extent 
in money-lending. Wage earners invest their surplus income in purchase 
W lands and houses, in the shares of companies, deposits in banks and 
in money-lending. Traders as a rule invest their surplus in trade and 
only very rarely in the acquisition of immovable property. 

Labourers will have very little to save after maintaining their families. 
The first three classes also invest a iiortiou of the surplus in jewellery and 
of late big farmers are spending much for elections to local boards, etc., 
tlie figiiros generally going up to several thousands in some cases. 

Somo big farmers lend to fellow agriculturists charging interest from 
12 to 18 per cent generally >and in rare instances from 9 to 12 per cent. 
They invest their surplus in a prosperous year in the purchase of new 
land. No information can even approximately bo given of the amount, 
growth and distribution of capital among the indigenous population. 

4. Cheque habit is only a plant of recent grow'th and the abolition of 
stamp duty gave it an iiuwtus,, but the habit is still confined to urban 
areas. Only the educated classes consisting of the members of the ifarious 



proiedloii^, Goveftitiieiit »orvant»^'t lUii# InerdiaDt* ' mre * using 4)iie<|m?A4 A* 
luoro ejcloiisivt* use of tho <*ho^uo habit caimot Ih!> piuihoUhI unless thoru 
is (i) a not work ol banking institutions proimix'd to ciisli ostub- 

liaheii throughout tho country at various centros aiul (2) unless the ver- 
nacular scripts of the country are rocogniaod for the purpust' by all the 

banking institutions. N>rnacular chetiucs a 1*0 nlix'ady in use in .some of' 
the joint“sUK‘Ic hanks and <'o-aperativo banks in towns but they have nQl|. 
yet extended to villages. • 

Gov€U'iuneiit servants and other oinployees drawing Hs, diM) ami abov^ 
l>er inensein may ho paid their salaries hv chtKiue and in the lase oi those 
drawing below* that sum only if they so desire. 

5. From tune iiunieinorial there was indigenous hanking and iuvost- 
inent halnt in India as evident‘cd hy the lact that India liad cominereial 
relations with toreign countries and exporting to niul iinjH)rtuig govxU 
from them. lUit it must he admitted that the banking habit in India 
has lieeii ol very slow growtli. The causes are: (1) w.mt ol lui'ihties lor 
investment in rural parts, (2) illiteracy ot the masses, (il) want ol ind\ih> 

tries absorbing capital, (4) want of proper <()inmuiiicat ions, (o) inalnlity 
of tlie masses to save owing to the productive i‘ai>acity ol tho ryot not 
having been improved, and (6) the growth ol bogus companies without 
proiicr control over them. As to the possible nK*ans ol otlucaiing the 
jieojile ol the eountry to invest their sa\ingN in productive uiulei takings 
tho lollowing suggestions may be made: — 

(1) Regular propaganda amongst the masses b> men specially I rained 
lor tlie purtioso lor ineiilcating the habits ol thnit and investment sliould 
he undertaken by Govern inent. 

(2) C'o-operatiou sbould be made fi compulsory subji^ct iii elomontury 
mid high schools and an oi>tionul subject iii colb'ges. 

The introduction ol compulsory provulent deposTt system to mem- 
hers of rural co-opcrativo .societies ‘ as was in vogue in the (‘arly stage ftf 
eo-operativo moveiuent. Tho subscription lor this iund may Ih' aiiniml 
and may bear a certain proportion to the nuinbei' of shares a ineinber 
holds in tlie society. Tlicsse provident deposits may bi* investefl in th^ 
ceiitial liaiiks and not repaid or adjusted to the oilier dues ol IJie mem- 
bers except when he leaves the society. Experience has shown that unlesM 
isuch a compulsory system is introduced jieojile arc not to learn the 

habits oi thnit, and 

(4) C'o-oiierative banks must undertake lo purchase stoiks anil shares 
* *ikI other securities. 

Ju this conni'xion it must be stated that the hal»it ot investnamt is 

^ing retarded by tho growth <»l mushroom banks (calling tbem.selves joint- 
stock banks) in rei'imt years. 'J'hey are presumably registered under the 
Indian (’KUiipaiiies Act and they are supposed tf> be controlled b> th^ 
Registrar ol A.ssurance.s ol tho district. This control i regret !<» say at 

present consists only in tho. onlorcemeiit of certain annual returns from 
tho hanks without any attempt to get into touch into the inethodH of ^ 

their working or of their attracting their shari* capital and inv^osting it in 
proper .securities. The result is hogu.s comiianios wdth high-sounding " 

names and witii big advortivsement in the local movspajieisi lilting inno- ' 

cent people with offer of loans at very cheap rates witJi 1 per cent interest 

per annum and even w'lth no interest are springing uj> in )iarts of 

the country and are disappearing alter making whatever earnings tliey 

cjould in the brief span of tbeir exist<Mu*e and without the promoters heung 
bcKiked. The small investor who cannot distinguish between a genuine ‘ 
and a bogirs concern to put in his moneys is losing his confidence in liank- 

ing institutions and is afraid to take any inon* risks. The* working of 

the Coiniianie.s Act has tlierefore to Im* put in a more efficient basis if^ 

necessary by having these* joint-stock banks under a separate department 

of Government with a qualified staff for a pericKlical inspcc'tion of their 

affairs. 

The opening of new' b Anches of the Imperial Rank of fiulia in recent 
years has certainly resulted in the expan.sion ol bankin^i; hiisine.ss and ^ 
trading operations! The branches were also of great assistance to local 
co-o|>erative banks and societies for remittances and overdraft accommo- 
dation. They w^ere also of great help to the big ryots who t(K)k large 
amounts on the pledge of produce stored in their godow^ns. But after 
all the Imperial Bank is an institution working for profit and rightly 
so. What is wanted in the interests of Indian agriculture, trade axt4 



Widtkbtnes H a cdHraL rese ifetoi pAMm |Si^ 

w'iifm? hiiiHiori nhould \w U> caiitrar^^w cun«iic> and cre^f of pflicy of 
govern nveni, to cxc*t(isu proper the(k on tlie vui king and policy t>f the 
buiikis aKsisiing tliein nhc^n neec'ssary. to safeguard the inve$^t> 
menllof (lepfisitojH, and to c-ioute a sense ol seciirit.\ in invostois tor where 
th#|*e IS no eonfideiice in the soundness ol the institution there can be no 
ll^iVestnieiit. 
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jBezwada, 

i>a^e 19 


M.IMJy Gam, 

As I, Addepalli Venkutappiah, am sending tins hundi lequinng you lo 

l)ay to the order ol ;M IM1> Gam, the sum of 

ft«. . .. - iM words So, please pay the amount 

m receipt of the same without any objection whatever and take it back 
iifter getting it endorsed on the reverse. 

Rs. . 


Yours, 

Signature, 



t 


Beiw«4ta« 


W 

Beswada, 


AddfpaJli Vertkafappavyu, Beawndft. 
On deiiiund please pay to 


Addepalli Venkfitappayya* Hrywada. 
On d»^umnd ple^n-e pay to . 


the 8um of Rupeee- 


tbe fcuni of Hapees. 


fur the value received. 


lor Ihe Value reoeivotl. 


Signal me. 

MAJKI\ STBBIAH SONS & lo., 


Bign.it me 


Bieie goodb ineichuHtb 

Nu. 

Bt 

On de)nand pleas. ]tay to — 





AiPPKNDIX 


Statement showing the progress of the Gndlavallem Co-operative 
Land Mortgage Bank, Ltd., No. H. 700, Kistna district. 


of legifttraiion and stariing — Srd October 1925. 

Nutitber of villagea (almost all within a radius of 6 miles)- ~i6. 


Item. 

1920-26 

l«28-27. 

1927-28 


Up to 
18tb Octo- 
ber 1929. 

<n 

M 

1 

«> 

Pi 

1. Number of members. 

74 

136 

212 

275 

292 


2. Authorised share 







oapitul . . Kb. 

20, 0(H) 

20,000 

40,000 

40,000 

60,000 


3. Bubsoribod share 






. capital . . Ks. 

2,690 

12,010 

23,000 

31,700 

34,800 


4. Paid — up share 





capital , . Ks. 

5, Borrowings — Deben- 

2,690 

12,010 

23.050 

31,700 

34,300 


lures held by 







Government Rs. 

10,000 

34,000 

60,000 

50,000 

50,000 


6. Debentures held bv 






public . . Rs. 

7. Advances for deben- 

20,000 

69,000 

1,48,000 

1,78,000 

1,73,000 


tures . . Rs. 



. , 

24,500 

49,500 


8. Number of debenture 






holders (Public) . 

9. Number of loans issu- 

2 

4 

12 

12 

17 

-*>» 

CD 

ed (Progressive), 

34 

I 118 

202 

275 

280 

S3 

S’ 

10. Amount of loans 






outstanding Hs. 
11. Number of loans 

22,140 

1,13,941 

2,17,796 

2,71,979 

2,75,289 

◄ . 

issued every veai. 
12 Amount of loans 

34 

84 

84 

78 

5 

rH 

O 

issued every year. Rs. 

22,140 

94,318 

1,10,816 

89,413 

5,300 

P< 

J P 

13. Overdues in princi- 







pal 

14. Overdues interest .. 


Nil. 

Nil. 




16. Profit or loss— plus 







or minus .. Rs. 

- 160 

+ 287 

+ 2,733 

-f 4,491 



16. Reserve fund. Ks. 

• • 

72 

1,444 

3,342 

3,342 



Statement showing the progress of Vadlamannad Co-operative Land 
Mortgage Bank as on 5th August 1929. (Thiai'^ the first year 
of its working.) 


Date of registration and starting — 9th October 1928. 

Nu«nber of villages in the area of operations (all within a radius of 5 miles), 36 

Kumber of members .. .. .. ,, ,, 105 

Authorised share capital . * Rs. 80 000 

Faid* up share capital .. .. .. .. ,, ,, 8*140 

Amount of debentures sold to the public , . ,, . . , . . , ** 64*500 

Do sold to Government ,, .. ! *. ** lo|oOO 

Advances received for debentures 8*000 










'Writt«n eridane* of tho Toludldar, Bamnad. 


1, — AgricuU aval credit and credit facilitie$ for tatitdl indnstriet, 

1. (#i) The agriculturistf? obtain finance from Imal money -lentieis. 

(b) No capital improvement is effected by the small farmer. 

(r) Loans from local money-lenders and sale of cliatteis. 

Rates of interest charged range from 12 to per cent per annum. No 
special [>eriod is stipulated. Usual form of security is pawn of jewels. Some- 
times money is lent on immovable security in which case the period of repay- 
ment ranges from one year to five ycMvi's. Advance on standing (‘rop is 
vei*y rare. Sometimes money is given by the local business men and com- 
mis.sion agents to their usual customers who sell their produce. There is 
no advance on the .standing crop as the standing crop is not held as 

security. 

The agriculturist usually goes to the money-lender. Neither the Govern- 
ment nor the hunks are of any use to him. He is not in touch with lum. 
Their constitution, mode and extent of operation are not familiar to liiin. 

Further the security he can give is of no value and the loan he I'equires 

is very small. All the existing institutions exce[)t local co-oi)erative credit 
societies are ill-siiiU>d to his needs. Rut tlu'so do not thrive satisfactorily 
on account of vaiious causes the chief among which arc want of tciulency 
to re[)uy a loan raised and unscrupulous nature ri the dircs^rior-* of several 
of these societies. 

2. MarletifKj principal crop, 5. — Marketing the produce is never a serious 
problem with the agriculturist for ho never thinks about it seriously. The 
intermediary mei'chant and commission agents are always liefoixdiand and 
the.v do it for him and secure a decent profit for themselves. 

There is not sufficient human material available for foiming selling 
organizations. In each district a csmtral society will have to h€^ startocf 
with sufficient funds to meet the rcciuirements of the small farmers, gather 
nil their jiroduce and sell thcuu at the best market. 

In our parts negotiable in.struments are not muc'h in use. The only 
fonn known is ^‘on demand promi.ssory notes.” These are not used much 
in business. This is the usual dcK-urnent obtained in case of loans. 

3. Value of land . — Land values vary according to their quality and 
situation. The value of one acre of dry land is from R>}. 50 to Rs. 1,000. 
Bimilarly in the case of wet lands also. 

In the zamin pari the value of the land is affected by the cumbrous 
provisions of the Estates Land Act coupled with the unscrupulous nature of 
the zamin low-paid and catchpenny officials, chiefly karnams. 

Some responsibility must l>e thrown on the landowner in the matter 
of reorganizing change of ownership either by act of parties or by opera- 
tion of law. As matters stand, the position of a private puixdmser of land 
and other owners of land whose ownership is not registered is in a pre- 
c'ariouB exmdition. 

4. There is no land mortgage bank. 

5. No accurate estimate of rural indebtedness is now available nor could 
one bo had without making a detailed enquiry in each village. The load of 
debt in village parts is growing heavier day by day. This usually hampem 
efficient farming. Judged by their past, the farmers have nothing to 
hope for the future. Bo they lend a sort of day to day existence without 
a 05 ’ idea or thought aboiU the future. 

6. There are no subsidiary industries, ginning and hand-spinning can be 
introduced. Owing to scarcity of water, garden crops are not raised. 
Boring of wells will help the cultivators to raise garden crops. But 
relationship between the landlord and tenants is not saiisfactoiw and 
the tenant is not prepared to make any improvementa to bk landl and 
share the profit thereof with the landlord, 
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7. Otring to a series of bad harvests, the fanner had lost all he had. 
Even the cattle that is now available is of inferior breed, stunted in 
l^owih and weak. Their power of resistance against disease is very little. 
Absence of good cattle is a reason why improved plou^s are not much in 
use. Land also has reached a stage m minimum producition. There is no 
use in giving facilities for borrowing and reducing the rate of interest. 

Introduction of scientific farming, increased sou nos of water-supply, 
cheap loans with easy facility for instalment pa.vinent extending over a 
fairly long period ranging from ton to twenty years, education more suited 
to the cxMintry and help by the landlord to the tenant— tiu-se should 
go hand in hand. Otherwise there is no use. 

77 . — 7 mligen o us ban ki n g . 

Except in cities and busy towms there is no real banking. Only money- 
lenders lend money. 

777 . — Investment habit and atiroction of capital. 

The earning capacity of an average Indian is veiy low. There are 
only very feiv who are able to save anything. Even among them the habit 
of depositing money in hanks has not develoiied much. There is a craze 
for investments in bindecl property and in jewels. 



Written eridence of the Tahsildar, Siraganga. 


I. — AffricultHnil vredit and tr^dif facilities for snudl industries. 

1. This is a zanundari taluk. There is only one resuinetl inani village; 
all the rest are Kainiiulari or whole inani villages. In the aainindari vil- 
lages the tenure that obtained hitherto was w^arrapat, i.e., division of 
prcxiuce and this tenure continues in some villages even now. Accoi*ding 
to this tenure, the zamindar who is the inelvaratndar, takes half of tho 
produce. From the remaining half, the I'jot has to meet all tho expenses 
of fultivation and improvements. No deduction is allowed for increas^ 
output on account of improvements by ryots. Hence there is little incentive 
on the part of the ryots to effec-t any improveim‘nt on the lands. Heiux) 
cases of indebtedness for capital and nermaneiit improvements such ns 
sinking ot wells, etc., are not many. In some of these cases money is 
provided from savings or earnings of some memlwrs of the family in foreign 
parts such as Burma, F.M.8., or Ceylon, in others by hyopthet;nting or 
mortgaging lands or other immovable [iroperty. 

In many of the zaininduri villages the xcurrapat system has l>een recently 
substituted by feenra or money-rent tenure. The ryot pttyn rent at'trorci- 
ing to a settled rate and enjoys the entire j)roduce. This is hound to 
encouiage the rvots to effect permanent improvements to the land, but duo 
to successive lailiires of season and combination of some other adverse 
circumstances the money-rent system has not yet found favour with the 
ryots. 

As regards whole inam villages, each village is divided iiiio a numln'r 
of small shares so that there are very few large holdings and many of th«i 
sliareholdei's are absentee landlords. Here also there is little incentive 
towards perijianent im)>rovement. 

Exct'pt the villages adjoining the Vaigai river, the l>ulk of Uio villagci 
are not served by any large scheme of irrigation work and wells are lew. 
Cultivation depends upon rain and rain-fed tanks and is not attended to 
w’ith zeal. 

For cultivation ex|>en.ses money is generally obtained by the iioedy by 
executing promissory notes or by bonds by which he agrees to pay a certain 
(piantity of the produce, and for spec;ial needs by imntg.iging or hypotheca- 
ting lands or other immovable property. 

Interest charged for short-term loans advanc^jd for cultivation is gene- 
rally high, viz., 12 to 24 and even IlO per cent; when a loan is repaid in 
kind the resulting rate of interest may sometimes go higher. Tho iKuiod 
is generally limited to the harvest .season, in otner cases the raU' of 
interest ranges from 12 to 24 i)er cent and the period from one year to 
ftve or seven years. 

Occasionally Government lends money in accordance with the Agricul- 
turists Loans Act and the I^nd improvement Loans Act, but such cashes 
are few. Tho imperial Bank of India and joint sto<k batiks play no 
part. Co-operative societies lend money in some (ases. Merchants, dealcii 
and companies take no important part. The main agcn< y is the professional 
money-lender. 

No, 

The interest chargetl is heavy and particularly so in tho short-term 
loans. In not a few cas the lands and other immovable pro|>erties hypothe-^ 
cated or mortgaged ai^ not redeemed at all. The main reasons are the. 
poverty of ryots and the alisence of approved and reliable banks. Estgb- 
lis^ient of land mortgage and agricultural bank and co-operative credit 
societies will i>artly remedy the defects but greater attention should be 
paid to the improvement of the irrigation system and the tenure of Icindi 

there is no such ecopt. 



2. The principal crops are paddy, ragi, varagu, vali, maize and dhpll 
and pulses and cotton. Cotton is taken to the railway stations. The 
output in other crops is not sufiBcieiit to export to other places and the 
produce is taken to lot^al markets and adjoining iiiipoHant towns. 

It does not appear to l>e feasible here to any great degree. 

Vide answer given uIkivc. 

There is no foreign trade. 

No appreciable part is played by any of these agencies. 

The facilities are — 

(а) Post (money order and insurunce). 

(б) Che<|ues and hundis. 

(/*; Facilities afforded by treasuries such as sui^ply bills and li.T.Us. 
(These are alisent in this taluk.) 

Che<|ueH and hundis are soiiH^tiines dishonoured due to deceit oit the 
part of the drawers. No suggestion. 

Cheques and hundis do of course play an important part. 

No suggestion ; the duty on che<iues has alreiidy been alK)Iislied. 

Vide answer to II 4. 

No. 

7'’ho hundis are discounted by commission agents who send them to the 
drawees for encashment and rarel^^ to jirovineial centres. 

No such system prevails here. 

No such system prevails here. 

No such system prevails here. 

No such system prevails here. 

H. No uniform rate can be given. In dry lands tlieie are jvd soil and 
wastes worth as low "as Rs. dO per acre and fertile lands wcn tli Rs. 
to Rs. 700 an acre. The x^rice of wet lands ranges from Rs. 100 to Rs. 500 
per acre and Rs. 1,(X)0 per acre. In villages served by the N'a gai i ivei' 
the following may be taken as general averages subject to alterations: — 


Paddy growing land costs 
Cotton growing land costs 
Vali, varagu, dholl, cholam, etc. 
Betel, plantain 


ns. 


300 

250 

100 

750 


pcj‘ acie 
>> 
a 
n 


The factors affecting the value of land are fertility, communications, 
irrigation facilities and land tenure. Sales of land lor Government revenue 
are jiractically nil. The above rates may lie taken for private negotiations. 
Rates obtained in court auctions will lie less than these rates. 


4. There is no legal impediment. There are no such banks. 

I have already described it in paragrajih 1. 

I have no suggestions. 

(a) A register may lie maintained by tlie bank showing all immovable 
proiierties belonging to the members. A duty may be cast on every member 
to report all acquisitions, alienations and encuinbiw.ucs relating to Inm- 
self within a stated period on pain of forfeitui'e of the benefits of the bank 
and provision may be made for awarding i-ewaids to members and non- 
moinbers bringing omissions to notice after the .said period. This may be 
helpful for ready reference hut will not of (‘ourse take the place of an 
encumbrance ceHificate by the Registration Deiiartment. 

(b) Arrears may be made recoverable by the Revenue Recovery Act. 

(c) No suggestion. 


From all the three sources. Debenture bonds should enny Government 
guarantee for principal in the first instance. If there is not sufficient 
response^ then the question of guarantee for interest may lie considered. 
But Government should have powder to guarantee both. 

rrecautlonary methods — Government audit . — Power to issue debenture 
bonds may he given only after certain number of yeai-s, financial stability. 


Constitution of a reserve fund amounting to a certain proportion of 
^a) the total debenture bonds, (b) total liabilities, 
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If necessary, tiiere should be statutory guarantee tor a i*ertttin |•loI>ortioll 
of ttie assets of the Inink in case of Hqmdation. 

The hank may Iw disqualified from cMitering into contracts involving 
liahilitic\s individually amounting to or aggi'egating in a year to a t'crtnin 
amount. 

Interest charged hy the hank should Iw as low iis ptxssihle hut sufficient 
to <*c»vcr the working expenses with a reasoiiahlo margin. 

0. Xo. 

llegistration, ( 'o-o|HMa t i ve and Income-tax Dopurtineiits may inuhaps he 
able to give a reasonahly acTurato estimate. 

(a) The Registration Department may afford help in the matter. 

<h) C'ivil coui*ts may ^ur^i^h figures tif the sales efftH‘te<l hy them. 

It is not possible to state lor which of the purposes (o) tt) (/) the debt 
was incurred. 

The creditoi-s are the indigenous hankers and profes.sional money-lenders. 

The ra1<‘s ol interest have already been given. Interest is simi)le as well 
as conqKmml. 

There are several such cases. 

Not necessarily, hut exjiensive or permanent improvements will of cotirse 
ho avoided. 

(). II ice-pniling is done onl> for dome.stic (onsnniption and sometimes 
for ilaily wage. Dniry-larming worth the name is not (‘urried on hy agri- 
culturists due t<» lack of ca|>ital and want (»f pastuio and fodders. Advance 
ol loans an<l demonstration tarins may prove sncwssful for encouraging 
gur-inaking. 

Garden prod\n<‘ is gont*raliy gn>wn where water is available. Advance- 
ment ol loans for wells will improve gardening. Tliere are no cotton gin- 
neries or sugar refineries nor is there any hand-sjiinning. 

The iolKiwiiig enterprises may give employment to the funner during the 
olf-seasoii ; — 

(n) Got ton ginneries, charka and hundloom. 

{(f) Sugar refineries. 

(r) Goir (palmyra and coconut) iudiislry. 

(d) Finding out springs ot water and sinking wells in large numhcisj 
to enable second cro[) cultivation during summer. 

There should he inivate enUTprises, deimmstrators appointed hy Govern- 
numt, local bodies and paiichayats aiul State-aid and advam-ement of loans 
hy agricultural hanks. 

6-A. Such indu.stries are not undertaken hy .'igrienitiiri.sts nor are they 
carried on in this taluk. 

7. 1 have no iuiormation and, therefore, J have uo suggest ioiiH to make. 

/ / . — I ndiuenou ft (ni n k lug, 

1. Tile indigenous hanker lends money on interest lor agriculturistH, 
traders and others. 

2. iie lends money on promissory not<;s and hypotJiecaiion or mortgage 
of immovable property. 

(c/) The amount of capital varies from lls. 5 to lis. ,‘K) thousands. 

But usuall\ a siindus capital of about Hs. /5,0(H) to Ks. r)(),0lK) and some- 

times a largei’ aimmiit is placed at the disposal of the husineKs and it is 
treated as a loan from the fianker himself to the business ami is allowed 
interest at the market rate. Profit and loss account is struck on the 
ordinaiw capital, i.e., excluding the surplus cajiita). 

(h) Its. 10,000 or lih. 15, OIK) on the average a month. 

(r) About Rs. 4(K) per mensem on the average. 

id) These hankers le%d money to one another also to meet necessi- 

ties. They Wrow money from the Imperial Bank and at times stock 
hanks. They do not ajipear to have mm-h relation with co-operative hank<i. 

4. Hundis are of two kinds, vi*.^ those jiayahle at sight and those ]iay- 
ahle w;ith interests till the date of payment. The nufnl>er of the former 
is limited and is used only in relation with companies. The hundis are 
jjayable to the jiavee or order. Cheques payable to the payee qr order 
are drawn generally upon banks witli which the indigenous banker hi^ 



dealings. Promissory ooies dealt with by them are ordinarily payable on 
demand to the payee or order. Deposit receipts are granted on blank 
pa[>er ordinarily i>eai*ing the seal of the banker and where necessary stamped 
with one anna postage stain 

5. Vide atisw'ers to questions 1 and 2. Short-term loans to agriculturists 
art) made repayable at the time of gathering the produce of the land. 
Interest is got in money or in kind. Such loan to traders arc repaj^able on 
Of within a spocifietl date with the accumulated interest or the interest is 
deducted from the princijial at the time of granting the loan and the 
priuci}>al is made payable in a certain number of equal instalinents and no 
interest is allowed on the instalment repayments, e.g., :i loan of Rs. 2,000 
at 12 per cent refiayable in 10 months* time is granted, the interest comes 
to lis. 2(X); this amount is deducted from the amount advanced, viz., 
Its. 2,0(K) and only Its. 1,800 is paid, the debtors pays back Rs. 200 each 
month for 10 muiitns and he gets no interest on these instalment repayments. 
Such loans are also repayable by daily e<iual instalments in the same 
manner. Merchants, hotel-keepers, etc., find this method of repayment 
apparently easy; they pay out small sums from daily sales. The real inter- 
est resulting is very high. Long-term loans are granted on agreed terms. 

They--^ 

(a) have capital of their own, 

(b) receive deposits at lower rates of intorasts, 

(c) borrow' from Imperial and other banks, and 

{(I) borrow' from one another. 

As regards interest on item (>i) vide answer to question if (a) ; for (/;) 
they allow 6 to 7I per cent and very rarely up to 9 per cent; for (r) of course 
they pay bank rates; and interest on (il) depends upon the state of tlie 
market on the day and the necessity of the liorrowcr. 

6. 12 to 24 and even jier cent. 

ily the establishment of land mortgage and agiicukuial l>ank.s and co- 
operative societies. 

Y^es, to a great extent. 

Y"es, as regards the high j*aies of interest charged. 

They have the protection of the ordinary civil law*. 

If tJie indigenous hanker is iinahle to rejiay the Iinpcrial and time 
stock hanks on the duo date, the fact becomes at once known to all his 
creditors and all of them demand their dues liack and his business fails. 
If they are helimd at the times of these diffi(‘ulties so as to avert the general 
demand they will in most cases re-establish their credit. 

Y’es. Generally. 

Vide answer to the third subdivision above, 

8. If the rate of interest is limited by law, the agriculturists will ]>e 
benefited. 

I have no suggestion to offer. 

The indigenous hanking community w'ill be averse to the introduction 
of any measures for regulating their oi>erations and for giving publicity 
to the same. 

9. About 12 per cent on an average. 

10. There are of course cases of refusal on account of the unacceptable 
nature of the security offered. These bankers are otherwise able to meet 
all demands but instances of tightness of the money market are not rare. 

11. 1 have no suggestions. 

12. There are no such cases. 


i //. — Investment habit and attraction of capitaL 

1. ^The institutions are postal savings banks and indigenous banks. The 
bulk of the population are poor and have'^little to invest. Small savings 
are converted into ornauieuts. Next comes purcliase of land which is con- 
sidei'ed to l>e the best form of investment. Banks and such institutions are 
resorted to only by the ivealthy and the educated. 

2, Not very popular. No measures will be successful so long as people 
aie illiterate* 
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IU»yision of interest will not result in itn eppredable increase in the 
demand. 

Savings banks where tJiey exist afford all facilities hut the rate of interest 
is too low and i>eople are uneducated. 

Mainly the English educated people resort to savings hanks. 

PkUication imisi precede other steps. 

No. 

3. Through treasury. No special facilities will he successful in the 
present state of literacj*. 

There are no such securities here. 

Vide the first sub-paragraph aliove. 

Yes. sometimes at market rates on hypothecation or on mortgages. Sur- 
plus money, it not spent in oriiainents or marriages or other c.*olel)rationK, 
will l)e invested in auditioiial lands. 

4. There is no checiim habit among the agriculturists. It is prevalent 
among Nattukkottai ('’liettis and other wealthy gentlemen. 

Clie^ues are extcuisivcdy used ufUn- tlie abolition of the stamp duty. 

Payment by cdunjiic^s may 1 h‘ made to (Jovernment servants drawing 
more than Hs. 150. 

Nil. 

5. Yes. 

Poverty and illiterac\v are the cau.ses. 

The people can he ediicatc'd to invest their savir^gs in productive under- 
takings by — 

(a) j)ropaganda by Government agency, and 

(h) devising means by which j)ersons not otherwise fiunlifu'd as voters 
for Ivt»gislative Councils and As.semhly and local hodi(»s will become voters 
by virtue of possession of such Government securities. 

There is no branch of tlie Imperial llnnk here. 
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Written evidence of M JELJEly. S. KBISHKASWAMl AYYAKGAB 
Avargal. Talisildar, Tirupattnr. 


/. — Aorieulturnl erPtVif anti vretUt facilities for small intlvsfrics. 

1. (tt), (h) and (e) The agriculturist borrows from Chettis and other pro- 
fessional money-lenders an<l sometimes from co-operative credit societies. 
Hate of interest varies from 12 to 18 per cent. Loans are advancetl 
generally on mortgage of lands and in rare cases on pro-notes. 

2. The principal crop is paddy which is carried in bandies and sold in 
wc^ekly markets. 

3. The bulk of the cu.t-ivable land is wet in this taluk and the value of 
dry lands depends on their situation and their fitneas for building purposes 
in Chettinad. Dry lands have very little value as agricultural lands. The 
value of wet land varies from Hs. 1,000 to Hs. 1,500 per acre and of dry 
lands for building purposes varies from Hs. 2,000 to Hs. .‘l.OOO per acre in 
("hettinad and for agriculture from Hs. 100 to Hs. 150 per acre. 

4. No. 

5. It is not possible to estimate the indebtedness and answer the other 
points without a detailed enquiry in villages. 

0. There are no industries among the agriculturists. There are few rice 
hullers used by Chettis. 

7. No such hank as far as 1 can see. 

IT. — Indigenous hnnhincj. 

There are no money-lenders keeping hank on banking principle. I 
have no remarks to offer on the other points, 
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Written evidence of MJELRy. H. S, PAUL Avargal, B,A., 
Deputy Tahftildar, Tiruvadanai. 


/. — Agricultural credit and credit facilities for stnall industries. 

1. Tho systoni prevailing in this talnk to get finaiU'ial help l»y the agri- 
culturist is as follows: — 

(u) For expenses during cultivation such as p jrchas » of setsls and 
cattle, etc., the agriculturists resort to the Im'al iuonc*v.!eiukM.s and cupi- 
lahsts in every village for siin[)le loans which are oht tuned on pledge of 
jewels or on pro-notes or soinetiines on oral proinise hy ihc dchtors a« cording 
to their iiosition and status. 

These simple loans are advaiu'ed for interest varying from 12 to IB per 
cent per annum, the principal being repayable with intt'rest within a period 
of 0 to S months, sometimes a vear. In many cases the landowners ami 
agriculturists obtain loans of small amounts from the money-lenders in their 
villages for interest in kind. Such loans are repayable immediately afu^r 
the imrvest is over with interest in kind, i.e., at 1 to 2 knhims of paddy of 
*.K) measures per kaiam or other kinds sucli as ragi, etc. Usually this kind 
of transaction may bring to the money-lender.s a higher rate of interest 
than the cash interest of 12 to 18 per cent. This system may he said to 
prevail in many villages in this taluk. The agriculturists seem to he eonUmt 
and satisfied aith this system in the absence of other financial help. 

(b) For capital and permanent ininrovements such as ret^laiming lands, 
iuiilding houses, repairing tanks, etc., loans arc o*)taincd on the ])ledgcs of 
landed or house properties as the case may he. 

These loans are invariably advanced on registerecl bonds. The interest 
charg(^d arc from 9 to 18 per cent. The rate of interest is leduced in Iji verse 
proportion to the amount advanced. If the loan amount he small, say I)elow' 
Hs. 500, the rate of interest will be high. The period of ref)ayment also in 
such cases varies from 1 to 5 years or more. 

(r) For other special needs such as failure of monsoon, payment of land 
revenue, purchase of agricultural implements,, etc., the syslem of obtaining 
financial help is as described above against item (a). When the s(*ason is 
favouralde and there is a satisfactory harvest the local money-lenders advance 
small loans for payment of land revenue, etc., on the security of the harvested 
pr<Kluce or in expectance of the produce on the land for :i short pericnl until 
tile crop harvest^ finds a reasonable price in the market. The interest on 
such loans is also from 12 to 18 per cent. This last system proves a more 
useful transaction to the money-lenders than the other two ones, as invariably 
they with no disappointment and failure in this last system. 

Tlu‘ i»art played hy Government in rendering help to the ngi iciiHii- 
rists is on the principles laid dowm in the Madras Takavi Manual. This help 
(l<M‘s not extend to the needs c<mteinplated in (c) above, i.e.. for other spceial 
needs, ck*. In spite of tin’s help offered by tlie Oovernimmi to tlie agri- 
culturists, the ryots do not very often avail themselves of the licneftt eitlier 
owing to ignoranc*e of the rules or owung to the incidental difficulties in 
obtaining a loan from the Government. 

The Tinperial Bank of India has lieon of no help to the poor village 
agriculiuri.sts and their trail sac't ions are rc^stricted only to the rich Nattu- 
kottai Chottis, money-lenders and proprietors of Devakottai and other 
villages. 

There are no joint stock banks or indigenous hanks and hankers in this 
i4iiuk. There are co-o|K»ratiVw banks both rural and urban iu this taluk 
fone in Devakottai. one in Tinivadanai, two in Tondi,. one in Thinivattiyiir, 
one in Manakkiidi and so on). 

These banks are of help only to the ineniliers of the Imnks in their local 
areas. The agriculturiHts are at liberty to vuilist themselves as ineiiil>en» 
in these hanks and avail themselves of the iMjnefifs. Tim interest charged in 

(14 ' / 
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them in A». 13-7 por month per cent or )l«. 10-1-1 per cent per 

aiiriiitn. But generaity, this lK»nefit is availeil %>f only by professionu) 
inoncy-leiulors, merchants and dealers who l>eiiefit Uiem^X'lves by ndvanciug 
snmli loans U} the |>oor agrieultui ists at higher rates or interest. There 
is no data with me to give an approximate 4 * 811111:110 <*t' the total amount 
of capital re<niired for tne various purposes stattnl aliove. 

Tlie defeat in the present syKteni is that the ryots have to pay a high 
i»iter(*st to j»rivaU^ money-lenders whi4*li enn Ik* avoid'sl if the iu*lii iti4?8 of 
the co-operative hanks are still further exUnnled. As for c*t>-ordiiiatioTi among 
credit agenci<;s. I find it exists among private hankers and money-lenders, 
the (Tioveriiment and the efi-o|H*rutive hanks. 

2. M*ihfnl of too ! Ifi'iiiif ffjittfifpf/t rrojtfi . — The principal crops of this 

taluk arc fouldy. ragi and varagu. These crops are, from villages in the 
interior of this taluk, taken to the weekly markets for sale, in bullock 
hanfli<*s. The hwal merchants. I understand, alUnv cre*lit to the agricultu- 
rists on promise! of supply <»f agricultural prmliicts afti^r harvest. The mn- 
ditions of su<*li cre<lit arc no donht to the advantage of the creditors, 
llaiigmin paddy is imported into Tondi and s<*nt to various markets in thi.s 
taluk and to otlier taluks and (‘hettiuad also liy IcH-al merchants. The 

cfiief conveyancf* for marketing this crofi is hnllock carts. The prcxlucts of 
til is tahik are not quite suffi<‘ient f<U' the cousum])tion of the taluk and as 
stK'h 1 do not consi<ltM* that tliere <‘xists a favourahle condition in tin's taluk 
for undertaking an interna) trade on co-operative basis, 

Devakottai in this taluk is a hig hanking e^nt,«*. To facilitate internal 
remittanees. sight hundis and voidah huiidis are in prevalence*. This 
system is understood to he working well recpiiring no modification. The 

hundis emanating from Devakottai are di.seount<‘d in hx^nl (*e'ntres also, sent 
to Madras, the provincial <*entre. as also to Oyhm. Bunna. Singapore and 
other foreign centres and iliscoiinted there. 

They are held hy middlemen, merehants and com mission agents. 

1 have 110 suggestion to c»ffer for the amendment of the Negotiable 
Instruments Act. 

3. (o) At (Government anetion for non-paym(*nt of ari’ears. — (;reneraliy 

t}u‘re is no com petition for such sales for want of bidders and very low 

amounts are realiz^Ml at Government auctions. 

(it) S(tif> itj/ (Unni fh‘rrr <\ — This also d<K*s not fetcli the reasonable 

and real value of the land. The price offere<l is fluctuating and de]>ends 
invariably upon the decree amount. Tn most taises the decree holder 

stands as bidder offering more or less than the real worth of the land. 

(f) Pur(*hase hy jirivate negotiation is the only correct bnsi.s of the 
land value — wet lands sell at Its. 500 1,0(X) per acre and dry land.s from 
<V) to 250 per acre. The variation of course depends upon the irrigation 
facilities and the ricliness of the soil. 

•1. impediment to mortgage of land. — Nil. But there are some 

religious service inani villages and charitable inams whose alienation is 

re.stricted hv laiv and the agriculturists and landhold(*?’s who own them, 
have got only a limited interest on them. 

Vhere are no mortgage or agricultural hanks for the provision of long 
term credit in this t^luk- But if such a system is introduierl it will 
lie welcomed by the tenants. 

5. The information for this question cannot be furnished at sneli short 
noiirii. wSoine of the points can Iw* gathered from tlu' Registration I>e])ait- 
ment. 

6. Hnlmdiatg Indiintriea , — There are rice mills in Ton4li. PuUyaK Pern-, 
vakottai. Devakottai and Kannangudi. There is garden produce in some 
parts. There i.s ample scope to improve garden produce if there be 
snffi<'ient and timely rains. Cotton cmn is available and it is being taken 

Madura for ginning. A ginnery in thi.s taluk centre will be advan- 
iageous to the cotton growing villages of this taluk. Hand spinning and 



fri?jiviiig juttj give eiii ploy men t for tli© farmer, Then^ must l>6 cHKoyera- 
tive ageiicit'Ji to supply the raw materials aud to gather tlio worked 
furoducts aud to market them. 

C. (d) Fishing industry is prominent in the *x>ast villages ol this taluk. 
Poor i>eople having no landed proj>erty mostly live upon it. There art^ 
three salt factories in this taluk — X'attauain, riK*t'thamlutlinnaiu aiul 
Manakudi which supplement agricultural income. 

//. — huligemu^ hanking. 

There are nuiucroiis such banks— receiving deposit and issuing huudis at 
Dcvakottii and other Chettinad villages. These ha ikcrs lend money to pt i- 
viite persons to a sinali extent. The agriculturists do not appear to 1 h^ 
ap[)ro<‘iably heneliled hy these hanks. These hanks help to some extent 
industry aud trade outside this taluk. As f luive stated ahovo these banks 
iiuve huiidi transactions with the provincial tent re and also with foreign 
countries such us Uangooii^ Singapore, Penang and Cc\\lou. Tliis l»unking 
system among the Nattukottai Chettis is working sat isi actor ily and the 
relation between one bank and another seems to In? harmonious. Their 
relations with other hanks in tlie country are not knowji. I regret 1 am 
not aide to give a detailed reply to all the qnesti»)ns on this subject, nhich 
will Ik* [iossihle only on a closer study of the subject. As the time given 
for this report is very short, I am unable to make any enquiry on the 
subject. 


III. — Im'vsliiUnt habit and aitnicfion of mintal. 

1. From enquiry, 1 understand that the majority of tlie agricultural popvi- 
lation Jit this taluk are poor aud they cannot Sj^are anything from theit 
ugriciilluial income for investment. 

2. Tlie postal casJi tertilicaies are not popular in this taluk in view oi 
the low rate of interest got from them. The savings banks uffureJ all possible 
laeilitics to the public for investment. The Government officials and mostly 
jiersons employed in private serviws getting monthly Halaries rosoit to ibis 
torm of investment. Savings hank faeilities may with advantage be intro- 
(liiecil and extended to the smaller iiit<Tior places also with a view to attract 
agricidtural population also. The rate of interest also must lie increased 
to attract popularity. Deposits in postal cash certilicates and treasury 
bills can find favour aide eoin{H*tiiion with hanking instil ntions and 
bankers pr*ovideil Govei rrmeiit can afford to fix an ail ra< live rale ot 
interest. 


d. Tlie agiicultnral population in smaller inUwioi’ plates liuvo no idea 
ol invostmeirt in the Gtrvernmeirt securities. Those people may be (*tlncHi- 
<hI through village offic'ors and revenue subordinates in sncIi a way that 
they may ft>el that a small investment with the Govoinment is surer and 
salm- than an investment witii the private hankers, etc. The amounts of 
such deposits may also be utiliml in advancing gtnall loans io the agricul- 
turists during cultivation season. 

4. C’he<|ue habit is very rarely known among tire agriculturists in the 
interior village^. Jt is prevalent only with the rich and mercantile popu- 
lation. 

5. The very slow gr-owtii of banking and investment habit in India can be 
^ attributel to want of education. Instruction about them in schoola will 
W gradiiHl-y impr ove I be <*oTrditions and t«*iu1 iowanU the growth of hanking 

systons. Propaganda work bv Government may also be done. Oinming of 
new branches by the Imperial liank of India has Wn o** no rnateciHl use to the 
agricultural impulation in the interior villages. They arc useful only to 
the merchants, traders and high class people. 



Written evidence of M«R.Ry. C. SUlfDARAM AYYAR Avargal, 
B.A.» Pleader, Bevakottai. 


/. — Ayrtcuduivl/rcdit and crcdii fuvilitn'x for .small indvslri(:.s. 

I. 1 coiiliiic Jiiysell to the c<»iHlitic>ti oi the agriculiurijsts in tiiis part ot 
the (lislrici ot l{uiiiiiuil which consists of the hig estates of Hainiiud and 
tSivugunga and initior estates of devasthunam, chatrain and dhurniusaiiuiii 
or inuiii villagtfs. Agriculture i»i this part of ihe district is not carried 
on in any leguhir or systoiuatic iiiannei\ The south-wt^st jnoiisoon never 
reaches this part of the district. Heuee the months from April to August 
are gonerully dry with no opportunity for the ryots to raise any pjofitahle 
crop. The nortli-east monsoon also is not constant and the fyots cannot ho]K) 
to raise any particular crop at the proper season. He has to drift and 
adjust his agricultural oi>erations according to the freaks of the monsoon. 
All the villages in this part are provided with irrigation tanks which are the 
only source of supply to the wet ayucut of the village. There is no river to 
guarantee any assured sup[)ly of water at the required season. l^;al rain, 
d profuse, will bring water in the rivers and augment the irrigation tanks 

hy such riveis. TJiere are otlier parts of the district where we have no 
such jungle rivers and the sujiply of water to these irrigatior tanks depends 
on the surplus water of the tanks ahove. .The irrigation tanks are so 
e( onoinically designed in ancient times that the surplus w ater of the tanks 
ahove is the source of supply to the tanks below' without allowing the sur- 
plus to get into waste or damage tlie lands tliiough which it has to pass, 
(diis is tlie only irrigation system olitaining in ihis jiart of the (hslrict. 
Most of these iriigation tanks are in utter state of disrejiair. 

Fin(ini‘e.— {(i) Ryots borrow' at heavy rates of compound iuU*i<’8t and 
also on condition agreeing to pay one-fourth more in kind at the harvest 
season than ilie (luantity of grain borrowed at the cultivation stuison. Even 
this kin<l of loan is not freely available to the ryots at tlie time of the culti- 
vation season ami the zamindnrs nevm* help the ryots in this ilirection. 
IJeiico ill every village about half of the wet lands are allowed to lie fallow. 

(h) For cajiital expenditure there is no finance available to tlie ryots. 
There are no hanks advancing loans to the ryots. The sinking of wells and 
installation of oil-engines are the only profitalile purposes for wliich ryots can 
go in. There is no sufficient supjdy of spring w ithin a reasonable depth, so 
that the jyots may use the country picottali. The outlay in this direction 
will maiorially help the ryots. The ryots can rai.so the req|uired seedlings 
with the lielp of well water during August Sep teinliei' aud when the north- 
east monsoon sets in in OcUrher, the ryots can proceed w ith tlie transplanta- 
tion of the seetlliugs already ripe. Now in the absence of such wells, the 
ryots have to rai.se the .see<l lings also only in October and ( tiiist*<piently the 
transplantations have to he commenced only in November and the shortage 
of water i.s generally felt during Decemher, January and Eehruary, if the 
moirsoon is not favourable in those iuonths. The Government is not granting 
any loan at all to the ryots or the small landholders to undertake any such 
enterprise. Agricultural hanks, if established at each Government taluk, 
will materially help the ryots in this direction. 

(c) H there is failure of monsoon, most of the lyois find no employment 
heie wliatsoover and they emigrate to Ceylon, Ifurnia and Straits Settlemenis, 
leaving only the aged pei>ple in the house and they return only after the 
season hwonies favourable. The ryots in such famine years are not able to 
pay the rents due to their landholder ard the lands are sold for a nominal 
price for arrears of rent and they are purchased generally by the land- 
hold^ tbemselve.s, making the ryots responsible for the balance of rent. 
The labour in foreign eountries is not profitable except the fact that the 
emigrants are able to keep tboir body and soul together, during the time 
they work there, ^ and they do not return here w ith any sufficient savings to 
meet at least the demands already incurred here. 

There are no money-lenders here from whom the ryots can have loans 
easily. The Nattukottai Chettis do banking businass only outside tW 
district. Some ryots borrow from individual Udayars (an agricultural class) 



Iximimratively in a better position than other ryotSt rskie^ varying; irom 
12 to 18 per cent on the oecurity oi their laink and Home raise tnotiey by the 
eale ot twir ianda. 

There are no banks of any kind hei'o tending laoney io rvots. Itte iv>- 
operative banks at Devakotta, Tiruppattur and ^ivig!iiiga do not lend any- 
tiling to the ryots nor dot's the Goveriiiiioiit atlvanee any loan h* the lyols 
in Uie aoniindari areas. 

The Governiiient with the advice of the Industries Depailinent ran ludp 
the ryots by advancing loans for lioriiig wells and the supply ot pumping 
engines. Six lakhs for the Uirc© taluks may lie sulh<it‘nt to ln'gm with. 

2. Regarding the marketing of crops, ric*c is not exporteil to neighbouring 
districts as the supply is not even sulticiont for Uie demun<l liere. On Uic 
other iiaiid rice from Madura, runjore and Trichiiiopoly are imi>orted here 
m large quantities. Only in coastal villages some riio is exporUnl to 
Ceylon. 'Ihe other ci*op that requii*es marketing is the country cotton grown 
in large quantities here. Some mtddleiiieii go igto the intenm' of villages, 
purchase the cotton very cheap from the growers in retail and send them 
in bales in country carts to Madura, Aruppukoltai and Saitur. it the 
Government can advance a loan to any individual for the estalilishiiient ol 

a mill in Tiruvadanai taluk for ginning and spinning tlie cotton grown iiif 
the neighbourhood, this will considerably advance the positicm ol the coit^f 
growers and also provide eiuployiiioiit to r 3 'ots during the summer montna^^ 
when the ryots have no work. 

3. (a) This part lieing zamindari tract, no land is sold hy Governiiient 
for its revenue. 

{b) Lunds are generally sold for a less value hi eourt uiution. 

(^r) The priee of wet and dry lands varies very considerably in private^ 
negotiations uc*coi*diiig to the nature of the demand. I'he value of lands 
near Chettinad and sea coast are coiuiiaratively higher than in otluu* parts. 

4. Land mortgage hutiks advancing loans to the ryots with provision for 
long term credit, say 10 years, are ali.solutel.y iiecms.iry — at least one such 
hank for each Goveniineiit taluk. Landholder's rent being the fir.st charge 
on the j^vot’s balding, the loan by agriculture imnks may Ih> imifie tlu* 
second charge on the holding, giving preference over other private loans 
advanced subsequent to the establish men t of such hanks. 

iy. An estimate in this respect is impassible. Now , for the luesent, loans 
may l>e advanced to such ryots who have not encuiiihertxl their lands priivi- 
ously on the security of their lauds. 

Debts are cuntracteil by ryots for all purpost?s except (A) ami (<). Such 
debts are due only to private money-lenders. 

The ryots in this part have yet sufficient lauds left with them and if only 
the Government lielps them, by advancing loans for the purclnise of plough 
cattle, seeds, manure and improved ploughs every incentive will lie created 
for lietter farming and more jinHiuetion. 

6. There are no subsidiary iiuliistrie.s of any kind, ('otion ginneries 
and hand-spiniitiig may l>e [irofitably intrtKiueeii here. 

/ / . — / ltd igeno tis banking. 

There is no such 'r»anking here. On account of , the. constant mifavouralde 
season, no private individual ventures to do any banking business with the 
jK>or ryots as he cannot oxi>ect a quick return. 

Ill, — Invextment habit and attraction of aipiiai, 

1. The ryots are ver^' js^or and they do not invest appreciably in gold or 
silver jew^els. 

The other questions need no answer as the ryots are exceedingly poor. 



Written eTidenoe of MJa.By. a. SUNDAKAM AITYAR ATargai* 
B*A., Xi-T., Headmaeter, NJ3.M.V. High School, Devahottai. 

/ .—Af^ricultural credit and credit fuciliiien for mmill tadaMtrics, 

I. Wfittt the itidtan agrrMilturiKt rcxiuin*^ for his iinprov is 
Cupitut is needed for using artificial and natural manure, for x^urchasing 
iii'proved i>loughs, for sinking wells, in fdaces like the Ifamnad district, 
where there is uncertain ruinfuii, and for selec ting liettei seeds. Ihe i>easant 
reexu ires money, that ho may take care of his cattle lietter, that lie may 
imy Uie land-tax in time, and that he may kee|) his body and soul together, 
when his xiroduce fails. 

India with its 3(K) crores of xieojjle has only 402 banking offices, while 
tlie United Kingdom with its i>ox>ulatioii of 48 millions has 9,l*‘f8. «Ihiiuii with 
its })o|>ulation wliieli is one-sixth of that of India has 2,103 banks, with alniut 
],0u(l branclies. It is clear that tlie Indian farmer has to dei>en(l on the 
baal money-lender for all his jnirposes. He jiledges bis x)r(Khiee or the land 
or the jewels, and the rate' of iiitere.st ranges from 12 to ,30 i>er f*ent, acx*ord- 
ing to the cii cnm.stances under whmh the horrower goes to the monied man. 
The inteiest is often paid in kind, and in these eases the peasant has to 
deprive hiiirself of the ]ntxluce which should lets! his family. Non-inodue- 
wtive expenditure on marriages and law-suits has also to be incurred and 

larmei' is again driven to tlie money-lender. When indebtedne.s.s in- 
the farmer leases lii.s lands, or moitgages them, and it generally 
liaxjpens tliat he i.s not aide to rtHrover them and he joins the numher of 
“ lack-lands 

I'he Imiierial Hank does a lot of business with its several branches. It 
acts as the banker lor the (Joveriiinent and has the use ot more than lOi 
cixires of public money. 'I'he bulk of the funds, however, consists of juivute 
dcjiosits, tilt* aggregate amounting to 80 crores. Hut, under the imxienai 
Hank Act of 1920, it cannot lend for a longer iieriod than G montUs, or 
upon jnojtgngi', except in the case of the Uourt of Wards. rhe useful- 
m*ss of the Inifierial Hank cannot in the nature ol things reach the farim;r 
in the village. Tlie joint-stock banks, like the Indian Hank, Matlras, also 
tio not coiut^ in touch ivitb tin* {H.*asaiit. 

'file unlimited rural co-operative bank is tlie only agency which is ol 
real help to the villagers. Tlie rural credit bank lends money u> the villageis 
* in times ol need. Hut the intere.st is more than 9 i>cr cent in the Madras 
Hresideiicy and tlit‘ banks cannot grant long-term loans. Agricultural non- 
credit societies are also working. The total number of such societies is 
2,298. Of these, 379 are for purchase and sale. G7o for prudueiioii, 328 for 
Xiroiluction and sale, uiul 713, other forms of co-ojieiution. Grain-banks 
have been startetl in some iirovinee.s in Hehai’ and Jiengal. These banks 
store the grains and sell them at proliiable j>ric*es and distribute them to 
the members in times of need, hi the Hoinlmy Prcsiticncy, the Central Pri>- 
vinces and Herar, sinall siMicties purchase and distiibutc selected seeds. 
There art* alsti .siH-ieties for pnrehase of manure and for the suin^ly of agri- 
cultural requisites in Madras ami the Piinjah. In Hurma. vie have societie.s 
for the joint sale of paddy, in Hroaeli, DImrwar and Surat, for co-operative 
marketing of cotton. At Lyllapur and Moiitgont* y in the J’unjali there 
are co-oxierative ginning factories. 

The co-ojierative movement has made headway in India. In 1926-27, 
the Punjab with its 2t)'7 millions had 14,148 agricultural (‘o-operativx socie- 
ties, while Madras with 42-3 millions hud 11,436. In Bengal with a iioi>u- 
latioii of 46'7 millitins there were 13,954. Tlie total amount of Joans advamod 
to members by agrieultuial and non-agrienitural .societies during 1925-26 was 
lls, 12.09.17,1)59 and lUs. 7.34.51,258 resx>eetively. Hut looking at the 
numlier of all kinds oi soc*ieties per 100,000 inhabitants, in Madras in 1926- 
27 w'e had 31 0; in the Punjab 79i); in iienga! 33 0; while for the whole of 
India ft is only 31-0. So, we liave to admit tliat the co-oxverative movement 
JiOvS only hniched tiie fiinge of the problem of rural indebtedness in India. 

In the Punjab, it has been pointed out that the average debt per indi- 
vidual propriekir is Rs, 463. In Bengal, it has boon calculated that 45 per 
cent ot the cultivators are in debt, and that the average debt of eooh 
formor is Rs. 121. The Famine Conuiiissiun of 1901 in Bombay x>oiiihli 
out that at least four-fifths of the peasants were in debt. In South India 
Mtv Staler found that nearly 75 per cent were in debt . 
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With a view to helping the Indian peasant in wiping off his hea^^* in- 
debtedness and in improving bis prodticiioit^ it i.n that theie 

Hbonld l»e a greater fs>-ordi nation among the vari»>tis hanks - the i{n|>orial 
Bank, the joint Kt<K*k banka, the «Hv-0|>ei utive hauKS, and tho CJovei ninent. 
In Bombay the Oovernmeiit has plaeefl <s>-o|H*rative hanks in posvrssion 
of funds for being distritniUxl to agrieiilturistH, under the launl hn]*nwo- 
ment laians Act and the Agrieulturista Tjoans Aet. The Imperil! Bank 
and joint stoc*k hanks must take the eo-operati/e sm-ietu's as immihers 
and advance long term loans. 

4. Above all, the starting of ?ofid mortijofur }*ank$ must l>e encouraged 
hv the Government. Such hanks have )>een starle*! in the Punjab. The 
Puniah Provin(‘ial Bank has i«^ne<l long term dolH.'nlures at h per rent 
to the extent of 5 lakhs. It is ne<'e.ssarv that tht'M* dehentuios shonUl he 
rocogniued ns tnistet> s(‘eur*ties and tliat the Govermnenl guarantiH's the 
pavmenl ol interest. It is onfv then that tin* lol I inillioM inri's of <nlti- 
vahle aaste <*an he brought under cultivation. ‘Ihe lands already cnI(i\at<M! 
can he belter cnhivatcHl, uliih* the uinnilt ivated lands ean h<* put ( based 
by the farmer, if loans are advaiuaMl for a long |»ermd. 

The capital of the mortgage hanks should Inrgelv consist of debenture 
Imnds issued at 5 per cent, deposits should he rcss*ived at the same rate 
c»f inten'st and funds from central institutions like tlu* (‘entrnl hank the 
Tinperial Bank and joint-stock hanks should also f>e lent to the mortgage 
hanks. The loans should h<* issued at f> or 7 pt'i* (‘Onf. 'I ae (ioverninenf*^ 
itsfdf must coinc forward to purchase these debentures and giv<* the lu'cew- 
sary en<s)iii ag<‘inent . J*rovision for safety against loss can he made hv direct 
su])ervision hv the Government Co-operative Department and frecpicnt 
fiovernment audit and. above all. by firovicling tor a proper pl.u’C lor the 
Gov<*rnnu‘nt in tin* dirt'ctoratc. 

f). S iih'y'nl in I II J ml u sf I ifs.- Ther** is a great *‘ntnr<* for <o(tag<' indiisliles 
in India. Tin* fanner is idle for the major portion of tin* \ea»'. Vi'getnhh^ 
gardening, dairv farming, and hand-spinning and poultry farming an* some* 
of the industries, besides liand-looni wt*aving. which have to he r*ncoui*ag(‘d. 
It .should he clearly r<'ineml>ered that any supplementary indiistiw. which 
can out into the nurs<* of the poor farmer at least one anna ner day should 
not he imn)red. For th<» averag<* daily ineoine of an Indian has been calcu- 
lated to lx* one anna and six pies. As in Afv'^ 're, in f-n< h (oMon tracts 
as Bainnad. TiniP‘veIlv and Tirnppur. special >dicv*r- iim\ he d(*p(H(*d h> 
llie Goveinment for tlie fortnafion of eo-oix*rat *vo hn {»“- foi ftnaticing 
cottage industries like spinning iind w<»nving. 

IT - ! mliijpnnun hankiiuf. 

Private hanks eallod ‘ Dnndi firms ’ ar«» w'orkifig in many T»lnet*s Thev 
finance trade mostlv. The Nagaratliars of South India are doing a lot of 
hii.sine.ss. Thev r^eeive deposits at or ^ oer e<mt and U‘nd moiu*v at 
to 15 per eent. Thev issue ‘ Hnndis ’ and facilitate infernal remittatiees f>f 
rnotmv. The * Hundis ' of individual firms arc not sometimes discounted 
locally. Money is lent on pers^jnal wwiiritv or on security of land or house, 
^ome of the private hanks also receive money from the Imperial Bank at 
.*1 per fxmt and lend the same at profitable rates. The dealing of these 
l*'*nks with ffieir clientele 's n«t at nil good. The hanker is -'t the merev ef 
the UTiscrupnlous agent. The interest amount h»r the stifuilafed neriod is 
fh‘diicted from the principal lent, in <x»rtain cases. Stef»s should he taken 
to utilise these banks for the nuhlic good. The hran^'ho<. f'f tin* i-unt ste<]( 
or central banks with a local directorate can estahlisfie<l in each district 

and the indigenous hanking system can f>e connected with the saim*. 

177 . — Jnvpufmetii hahif ami affrarfion of rapilnL 

The indigenous organization like the * Chit RV.-?toni ’ helps the x iPagers 
and the middle class townsmen in saving moriev. But there are alvi losses 
owing f>o di.shonestv of the organisers. Tim co-o])erat ive sfK‘ietv helps the 
people in somo wav. But *t is regrettable that «nHfieient prfifiaganda is not 
made among the rnenihers io .stimulate savings. The tnemlie^ of the soemtv 
must l>e made to feel proud of the recurring and fixe<l deposits amount loan 
of their loans. The post office savings hank is of greater ludp to the itiiddle 
educated people in a town rather than to fk-* people jd 
iftterest offered hv tho post office savings hank is ver>^ i 

amount of deposit in the post office savings Isink on 31st darch 10^ WfPi 
over 22 orores of rupees. The cash certificates are ned 'ot popiilarisien, 
Imatifie the interest is not paid periodically. 
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Written evidenee of MJEL.lBLy. M. B. SBSHA AYTAR Arargal, 
Pleader, Z>eyakottai. 


/. — Aoricultural credit and credit /acilities for somil industriei. 

1. (a) By raising iiand-lnans whenei^er necessary. 

(/>) rfr (c) By encuriii>ering their properties. At rates varying from 9 
tc 15 per c<nit. Hypothecation or inGHgage with possession is given and 

llCC#»(lt<^1 . 

For aught I know, firofessional inoney-lende:*s, merchants and dealers 
alone advance loans in such caM‘s and no help is rendered either l>y Goverii- 
incnt or lianks in that diretdion in niy district. 

Estiinate of the total amount of ci^iital re<iiiire<l for — 

(a) Exj>ens€>is during cultivation—Rs. 5<),0(10. 

(ff) Capital and permanent improvements — Bs. 75,OOf). 

(r) Other Hpo<ial lu^ds— Bs. I,tX),000. 

As there is no help from Covernment or from the Imperial or any other 
bAnk, professional money-lenders demand high rates of interest and are 
enriched at the expense of the poor agriculturists. 

No one vi<‘s with the other in advancing loans at a higher rate of interest. 

3. Vnhie of land [/cr acre for different kinds of crops — 

Nanja with nanja cnips — From Bs. 5()() to Bs. 7^) per acre. 

Pimja with various crops — From Bs. 10() to Bs. 2^. 

Failure of monsoon affcHts the value. 

(a) Value of land in Government auction for non-payment of revenue 
— 25 per cent less than the sum raised hv privat<» negotiations. 

(5) Value of land in the event of sale h.v fxiurt decrree. Fifty per c*ent 
less or even Ies.ser than that raised by private negotiations. 

(c) Value of land in jiurchase hy private negotiation. Generally, tho 
actual prfce. 

4. There is no legal impediment. There are no .such banks. 

5. It is not necassary to reach an atxuirate estimate of the existing in- 
debtedness of the agricultural classes. 

The estimate r<M|uirtHl cannot lie stated with reasonable accuracy. 

(a), (h) (c). The answers to these questions do not arise. 

The d€d)t is incurred foi- all the purposes enumerated in clauses (a) to (i). 

The debt is entirely due in this district to professional money-lenders. 

The rates of intei'cst vai*>’ from 9 to 24 per cent according to the urgency 
of the demand. 

Til the ca«e of professional money-lenders the interest at the rates agreed 
upon is calculated for one j^ear and deducted from the loan advanc<M4, and 
tho balance alone is paid. No amount will i»ci deductwl if t1ie debtor 
wishes to pay back the loan within one year for which interest bus already 
lieeii paid. 

The payment is enforc^nl only hy a suit. 

Yes. 

Yes. 

6. i^nall sulisidiary industries, allied or .supplemental to agriciiltuie — 
*Rice-huliing and liand-spitiniug exist in tliis district. 

No encouragement is nc^^l for rice-hulling. 

Daily farming cannot thrive. 

The soil is not suitable for garden produce. 

There is no .sugar plantation on a large scale hero. 

C'ottou is produced on a large scale. There are not many cotton ginne* 
l ies so as to consume the cotton produced. The existence of ^tton ginneries 
and hand-spinning may enable the producer to get a better return 

Cotton ginneries will give some employment to the farmers. 
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^ II. — Indit/enotiM hanhlttg. 

Only profei^sioiial money-lending: firniK exist. 

' 1. They lend money at exorbitant rates of interest on i>ro-notes. hy|mthe- 
ration and on pledge of jewels. 

2. Xo tissistaiKX^ whatsoever i>» iKxnletl. 

5. By drawing inotieys fitmi their other iirm.s in foreign parts or from 
the lm)>erial Hank at smaller rates of interest. 

6. From 9 to 24 per <»ont. 

By establishing co-operative cretlii societies and giving loans on very 
small rates of interest. 

Certainly. 

7. Yes. 

Yes. 

Xo necessity. 

Yes. 

8. Not possible. 

By making laws and regulations regulating the rates of interest in the 
cases of loans advanced to agriculturists. 

Xo 8iM?cial facility. 

Hostile. 

9. From 9 to 15 jko* (‘cmt income. 

10. Not able to iiuH^ all the demands on both the grounds. 

11. Not possible ns the indigenous bankers will never consent to incur 
loss in the high income they are now gettiiig. 

12. Not so. 

Not so. 


IJJ. — I mf'nf hnhii ami nff rarfioa of roftiia!. 

1. Private money-lending firms. 

2. Not very jxiptilar ns the raU*s of interest are not at 1 r.'n I iv(*. 

Yo.s. 

Yes. 

The paid servants of Government whose savings are small. 

Provided the rates of interest are iiici*eas4Ml. 

Thhre is no eompetition at all. 

.‘1. Paragraphs 1 and 2 are not answered. 

By investing in private money-lending firms so that interest may 
acsmmiilate. 

Yes. By lending to their fellow-agriculturi.sts or investing in money- 
lending firms. 

5. Yes. 


115 
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Written eyidenoe of M.B.Ry« O. TUtUVBirOABA MCTDAIJYAB 
Avargal^ Revenue Divisional Officer, Devakottai. 


/ — AifricaHural credit and credit faeditien for snudl induitricB. 

1. Tlio ((U«s.stion ripjhtly prosiippoHi^ tli<* exist^^iice of pov©i*ty ainongst the 
ftveraf^o agricuItHriist and anionf^st r>eoplo who curry on aniail indiv^tries, 
Ai ono tiino or oilier hetwec*ii one harvest and another, the agneultiirmt 
lia^i luvesKitv to go in for dehts, Hinall or large, a^*eolx^ing to his needs to 
noiko <*n<lH meet. TJie ryot in an estaU^ is more adversely placed in this 
resf>eet. 

in) Expenses during cultivation are usually met from jietty loans taken 
from the landowner where the agriculturist is a tenant on an agrwment, 
oral of course in most cases, to pay hack the amount dtiring the harvest 
season along with its inU*rast. Where the ryot happens to lie the land- 
owner himself he goes lM>rrowing from amongst his own class who are 
we|l-tr>-do, failing which, he goes to the petty shop-keepers or professional 
nioney-lenders who lend very small sums generally on prtviiotes. This loan 
IK repayahio at the next harvest with interest, failing which, the interest 
and priiH'ipal form the consideration of another iJffKiiote. The rates <»f 
interest differ in various localities. The iiroxiinity of t^>wn tends to low’er 
the interest as the lender knows that t)ie i^^ot can go to a olace in the 
town where he can get money at a lower interest. Generally trie rates are 

hetween 12 and 18 f»er cent and nothing lower than this. 

(h) For capital and permanent improveinents, the agriculturist gets 
loans from Government at 7\ per cent repayahh* in instalments. Although 
the two Acts under which such loans are granted do not iiiake any vast dis- 
tinction l>etween a ryot in ayan tracts and his hrotlier in non-Government 

areas, yet in the practical working the ryot in an ayan ti’act has Iwdter 
liK-ilities of se(uiring this kind of help than a ryot in the other tract. The 
readiness with which the applii'afion of the former is met with expresses 
the fietier confidence that the ayan ryot has infused hy liis prompt repayments 
and the idea which is always present in the minds of the sanctioning authority 
that realization can he made with hotter fa(‘ilitv and ease than in the case 
ol the ryot of an estat<\ The nature of the t<uHire in the case of the 
latter is an impediment. 

Resides the Government loan, the other methods of raising loan for 
capital and ])ernianeiit improvements are by getting sueh loans from more 
well-to-do ryots and |>rofessional men. The latter if they happen to reside 
in the neighbourhood are fond of lending money on interest in kind, 
i.e., paying one or two kalams of j)4addy for every liundred rupees lent. 
This rate when calculated will exceed even 18 per cent interest. This 
again is payable annually and the lender will alw^ays have his eye upon 
the crop and the moment it is ))ut to the sickle, the lender will be ready 
with bis bags at the thresbiiig floor. The other method is by going to 
the professionel money-lender who.se rate of inter^t is between 12 and 18 
per cent and slightly less if the amount required is larger and the security 
offered more siihstantial and vahiahle. 

(r) Special needs and for land revenue . — Answ’er to this is — by going to 
the professional money-lender. This elaas of loon is very oonimon in these 
parts as the monsoon is almost always eccentric and its freak works great 
havoe amongst the agriciilturi.sts. 

Kxcept to the extent to wdiich Government financ‘c»s the agriculturist 
hy takavi advances, other sort of help is rather meagre. Co-operativo 
hanks do some help now-a-days in places where the institutions are well- 
managed, which is a rarity; the other institutions do very little help 
to the ryot. Lacking help from such organized institutions the ryot is 
driven to the professional money-lender who is exacting in his terms. 

An estimate of the total amount of capital required for various pur- 
poses approaching any idea of accuracy cannot be reasonably ventured. 

The defects in the nresent system lie in the non-availability of oilier 
means of affording credit to these people and the general greed of liio 
average money-lender. These can be averted by creating lending cone^na 
preferably on a co-operative basis and promulgating laws against usury. 
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{J(M>fdinalwn . — N il. 

2. Alarktfiny trw/w»» — Stupl© iVMHi aiv vwry rarely iiuirketevl ikHskU 

ilt4j Uij!)»trict «iul never te tin# tHmutri^ uUrettil. The prtHhus* is not <‘veii 
sttfiBeient lor local t*onMimptioii. For inUsriial luarketin;; co-opcMutive 
eSort will he the lietsi. £iieh co-oinsrativ© Mx^iety in a village must have a 
<x>iiiliion aarehoube where pixalute to be bold should l>e stoiiHl and sold ahm* 
l>ro|>er prices ure secured tor the material. Jt is only when the ryt»t is 
pi-ensed hard for money for his other expenses or for repayment ul debt, 
he ever thinks of Mdling the grains in siore. If he does not get u |>ro|ier 
price for it. he finds it more profitable to sell the grain for whatever pnre 
is offered to it than to remain under the indignity of remaining a debit}! , 
if in such cases there is any ci>iu'eru to advance money on the setMirity td 
tlio grain, the farmer can find ju^oper prices in due time and would be 
able to repay the advances with t'easoiiable interest, liy this means he can 
escape Ironi the il niches (»t his debtor without losing a pie out of the 
fi uits of his hard Jalmur 

llundis. — 1'hese are ot two kinds. One is payable at sight and the 
other after the lapse of a spec-ihcMl time. These arc di.seouiited locally and 
are transmitted to the bunks ft»r adjustment in aii'oinils. 'I’lic discount 
ia variable ac<*ording as the hundi is payui»le at sight or at the end <»f spi'c i- 
tiiai |>ei'itKls and the ri^spon.se for di.s<*ounting vanes also with the standing 
of the tlraiier and the drawn firm generally. 

Of/iM* tjttintioiis. remarks. 

d. To/f/c.s o/ /oai/, - Tile c hief factors that go into a ch'tcrmiimt ion of 
the value ol lands are - 

(i) Availability of land for sale. • 

(//) Suitability of the land for particular kinds of crops. 

{Hi) ('onditions ol laliour. 

(/r) irrigational facilities. 

(r) Facilities for marketing the crop. 

Assuming tliat all these conditions favourably alfcet I he land, the value 
will Im about Us. 2,0tKJ to Us. I.CKK) per acri*. 'riie lalm* of the land is 
always less in respect of property situated m an 4*siate wl»er(‘ tin* sliaiing 
system is in vogue. 

(f/) (ffn'i'nnuf'ni tnidioh saics. Full vahu‘ oi the hmtls is not Kaili/ed 
in these sales, (jeneiall.v land w<»rth not ev«*n its assessinmit arc allowed 
to Ihi sold for arrears and in cases of more vahialch' lands such sales rarely 
happcui and where' they happen at all, the value realixc'd will always l»e 
ninch less than their real value as the bidding at these sales is not worth 
tlic iroulile as it is very seldom that these sales are eonlirmed. 

ih) Sdh' hfj rirlitc of romt dernrs, — 'I’he realization of full vhmh/ is 
not also possible liere. The value offered may dejieiid on the encnnihrances 
on the [irojiorty still existing. 

(r) ri iroir. tu'ifohiuf ion . — Sales uiulei* this category aloiU‘ fetch l ull 
|>iic© for the land. This is opmi to full <*om|)etitiori and the owner ha. 
every op|H)rtiinity of knowing what is the l»ost price that could he secured 
for Che land. 

4. »So fur as can Ik; gathered, there is no legal ijiipcnliment to moitgiiges 
of lands and agricultural hoidings. As only privaU^ eiiterprisi* finance^ 
the agriculturist, there are ik) agricultural hanks in this district, llural co- 
otmrative swieties lending money to the shareliolders funetion as huid 
nioi*tgage hanks to a .small extent hut these societies do not allow Imic- 
term credits. 

Method of ivorliny jtnil rmshuj ropital . — No remarks. The establish- 
ment of hanking institutions on cKs-ojK^rative basis which could affoial to 
nliow loiig-tenu credits to tlie villager i.s a desiderHturn. Such institutions 
should have jurisdiction over a given area, say, for half a dozen viflages 
an# as faif as possible should he made self-supiioiiing. As the average 
^04 is not a sjiend thrift, he may lie temjiWd to lay by his little savings 
in siK'li banks when once lie eomes to know' aiwint the si'curity afforded by 
aiifih banks lor the deposits made with them, and when he comes to khow 



ilmi I»i» iwoney always available to him whenever he needs it, snb- 
HtuiitiHl will Iw lorthc-omiiig. The? intere.stj* to Iw alloa'^ tor 

the deiKwiU Khouhl h<! nmaller than the inteitssi charge<l for loans issued, 
tli€) ditfeiimcc lietwi^en the two being only such as would be sufReieiit to 
iiKH?t tlie eharges of tlie estalifishinent, ete, TheJ^ banks should Ije linked 
to a wiiirai iiiKtituttoii whose aecrounts and administration should Ihj sub- 
jertiHl to Government sufMjrvision' and eontrol. Every effort should l»c aimed 
at |>uttin(^ the exjmnses of raising a loan from the institution at the mini- 
Jiiuin i>oss»ble and at making all facilities for easy payments. 

(n) Litigations are very often, if not always, the results of fraud and this 
fraud in respect of immovable projKjrty is brought about by encumbrances. If 
the record of rights can be so improved as to make it a conipiilsory blIsin(^ss 
to give notice of every encumbrance, subscxjuently made, to the previous 
mortgagees, it may be ‘a help to the [Mjople, who have secured the i»rojmrty 
for their loans, to make their own arrangements to realiwi their dues or 
at lojrst to see tlint the property is not so overbiirdcnocl with encumbramx^s, 
that its value cannot reasonably be discharged. This will not only sen^e as a 
cbwk on the borrowing capacity of a ryot who has a tendency to g<) in lor 
loans l>eyond his cu^ia<*ity to discharge, but will seive also as a warning to 
the lender against further ericumbrunccis on the property. 

(/>) It will not l>e considered a hardship against a ryot if the iirots^ss 

of fiuecrlosuro and sale by mortgage banks is cpiickened in cases of default 

ns these banks are prirmi facie intended to help pcjojile who help them- 

selvcjs but provision against such a measure in extreme easels of hard.shi|i 
should 1 m^ available also. 

(<) This is a desirable jneasure but the business of making deturled 

suggestion lias to Ixi left to the men in the business. 

As dc^scribed above imutgage banks should be made self-siipi)orting as 
fur us possible. The cajiital has therefore neces.sarily to )>e drawn from 
deposits and whore there is sufficient reserve, from the issue of delnui- 
ture bonds also. The drawing of funds from ceiitial institutions should be 
jnade a rare rc^source. As the acceptance of debenture bonds dei»erids upon 
the security behind it, Government guarantee will make it a siiccressful 
negotiable instruiiRviit. It may not be neeessary to guarantee interest. 

T(> indemnify Government against possible losses, the whole institution 
shouhi be made a security to Government at first but when sufliciiuit 
reserve has accrued such reserves of these bunks can be found to be suffi- 
cient securities. 

(tther quef^t'Kfhs. — No remarks or suggestions. 

5. 1 ndchted ness .--The only method of reaching as accuiate an estimate 
as is possible of the indebtedness of the agriculturist is by means of con- 
ducting an economic survey of u village where all conditions prevail. Such 
a survey should he made by making door to door eminiries in the village. 
It may Ik? that oeople would iu»t like to disclose true facts or may exag- 
gerate them in trie lio^ie of getting relief. These extremes can l>e avoided 
only when the object ot the enquiry is explained before the survey is under- 
taken. One village where all <*oiulitions prevail should be selected for 
eacli firka and the lesnlts obtained tabulated and the details worked out 
on the village basis for the taluk aii<l then for th€ district as a whole. 
Such surveys have lieen done by students of economics under the authority 
of the university and tlie results ap]>eur to have also been published. 

There are numerous iiistarues of people having fallen a prey to the 
debts raised by them. Many Jandecl fannei-s have sold out their lands 
either to their creditors out of Jree will or by ])rocess of law" and have 
iHK'ome liankrujits. The rack rents in the zamindari areas and the want of 
<redit facilities for ayaii ryots are the main factors which have reduced 
them to such conditions. 

A farmer owning lands and cultivating them himself can l>e expected to 
show^ little or no intei'est over the laud as soon as he knows that the owner- 
ship of the land has to pass out of his hands. This is quite natural. In 
some instaiH'es tlie apathy may go even to the -extent of disassociating 
himself from the land altogether. Under such conditions what kind ot 
incentive to employ better methods of huahandi'y capable of yielding more 
produce can be expected ? " ‘ ^ 

0 6-A. The i-ecent encjuiiy into the state of cottage industries may he 

of help III furnishing the iiiforination required under these paragraphs. 

7» No information. 



II, — ImUifrunHS bunking, 

1 2. Til© indigeufiu.s Imtikor or iiioti©y-l©tid©i loiitijA on I tnonoyts to th# 

agriruiiurisi and petty traders on «hort-t©rin credits with heavy interest. 
Where, on ai'count of large inflow of money fi'om the dehtors or avuilahilily 
of det) 0 («it«i at ehea|H*r iiiteiesl, some part of tlie eapital ha.N to leniain 
idle, he lends out large sums of money at a eomparutively ehenper ioko’esl 
taking ear© U> see that the terms of eriHlit are kepi as low as possihh'. 

In the ease of |>etty traders or large traders of souml husiness haldts, (lie 

moneys lent out are made repayable at their (‘tinveiiieiue in insiahnents im the 
(riose of each day or every alternate day in the ease of petty iradei-s or on ( ui h 
market day in the ease of large traders for a spfH'ifled nuinlw’r of months till 
the debt is closed. This mettuMl of lending is profitable frinn the point of 
view^ of the capitalists as he g<‘ts a part of his capital! «*ach day or as the 
fixed instalments which he could lay out for interest on like itivesiments 
and from the point of view of the petty trader or laige trader as his 
hui'dcm of discharging the debt hit by liit each time In' attcouls the market 
for his business is rtHliKed. In all these cases it is a standing rule that 

the* interest whic-h is always more than 18 per cemt is chsliU'tcHl lirst from 

the amount advaiU'CHl in the first instancH*. The total of such in(erc\st 
dcHluetions forms another sourci* of financing petty trades and l>y itself 
forms capital lent out for intomst. 

.‘i. f V/pcfci/.— -This is not usually large. The husiness is first started with 
a few th<»usands of rupetvs and tlie .seicM-tioti of the clieiitade is made* with 
great caution and circnmspcHtion, Small sums are U*nt out lor short-ti>rm 
credits with interest dcMlucted first as explainc‘d in the preceding paragraph 
and the interest realized is convertc'd into capital and this prcuoss of mnlti- 
jilicution proc'ceds for a time or at least till the money-lender feels that 
his original capital is .secure. AfUuwarcls he enlarga\s liis husiiu*ss and 
begins to lend out on lugger undertakings, t^tc. The success of these* people 
depend more upon the frcH(Uen(*y with whicli money is idlowc*<l to roll 
in different hands with varying interest. Thus a sum of Hs. nearly 

doubles itself at the end of one year. 

Voluina of husinr.HS . — It is only small advances that arc really repaying 
considerably. Hence the tendency is to j^ive small sums and attract as 
many customers as possible with gocal credit. 

KjTitenseH , — Where the capital c^xceeds Its. 2o,(KM), t\\o gumastas aic 
entertained on pay of Hs. 15 to Hs. 25. I’lit^se [mople write the accounts 
and act as collecting agents, A)M)ut 10 per cent of the income may he 
needed to realize tlie debts tlirough the proce.ss of law, 

(d) liitlaf ion ship u'ilh siiitihir honhiis aiol ofhrt Unpr hon l,sr \i is hard 
to expect co-ordination between the individual hankeis running hiisim'ss in 
the .same direction as one would try his Ijest to attract tlu« husiness of the 
other to his own advantage, in regard to the* joint stock hanks and the 
imperial Hank, etc., the relationship consi.sts only in drawing advamos ol 
loams on cheaper interest with a view to lend out at Jdgher rates to the 
people at large. 

4. (c) HuimIIs payable at sight or at tlu^ end of fixed iiitervai used for 
reinittances to <)ther places. 

{it) Pn)mi.s.soiy notes. 

{iii) Honds, mortgage, liypotliecai ion u‘ul ihe like. 

{iv) Sale deeds. 

5. Dealt with in paragraphs 1 and 2 mpm, 

TheJie bankers obtain ^ funds tf» meet the demands made- on them by the 
following means : — 

(1) Inv^tment of capital. 

(2) Conversion of accumulated interest into capital, 

(3) Borrowed capital general I v represented by deposits for long terms 
at cheap interest rcH*eived by the oaiikers. 

(4) Drawing from authorized hanks as loans at clieaper interest. 

The rate of interest allowed l>y these l>aukers for dc-positi^ made with 
them varies from 4 to 8 pei c*eiit and never more than this. 

6. Dealt w ith under section 1 mipm. 

Better organization cun l>e seemred only by legislation which should 
p^eecril>e the rate of interest be 3 "OTid which no loans should Ini udv&nc^» 
The courts now mitigate the enormity of interest charged by clecreeing 
that the rate should only be such and such, but this is onlv ia respect 



of oancB that go l»efor© them; and tliia mitigation is probably in view cf the 
lact that the defendant has already l>een put to hardship by the legal 
e 34 >enses in the defence or the contest of the suit. 

The system of the banker ftrst deducting the interest should 1>© put io 
a stop. This system denies to the borrower the ojiportuuity of employing 
so inucii of his borrowed money on his own business and is utilLced by the 
lender while it should have lieen legitimately utilii^ by the borrower. 
Apart from the free consent of the contracting pai'ties for the deduction 
of such interest from the capital in the fii*st instance, there is the legal 
and ecjuitable aspect of the (jpiestioii. lnti*rest is onij' the return in kind 
lor the use of money l>y another iiersori for a period. 'Phat the reduction 
of the interest wotiid in a way ameliorate the existing condition of the 
ryot gom without saying. 

7. I’hcre is some sort of prejudic-e in the village against the indigenous 
banker wliose only aim is directed towaixls enrieiiing himself at the cost 
of otliers. lie is lookeil down upon as the UMKlern Sliyloc^k. But the pre- 
judit't^ is not universal. 

8. 'J'lie men in the business must be able to evolve suitable schemes for 

the business. 'PJiere will no doubt be some opposition the indigenous 

bankers at tlie outset to the introduction of ineasiires to regulate their 
operations, liut with some sort of sustained effort by way of cKlucating 
them and tlie musses in the advantages stHmred to them and to the com- 
munity by such regulation, it should be possible to overcome the opposition, 

ii. l)e<Uuting for losses, charges for managenient, taxes and bud debts, 
tl»e net income to the money-lender running his concern in a business-like 
man tier, can be safely put at about 6 to 8 per cent on his outlay. 

JO. if a loan is refused by the money-lender, it may often be becauM? he 
doubts the solvency of the borrower or the sufficieiuy of the security offered, 

lie is ordinarily able to meet all demands which in his opinion can he 

accominodatetl. 

11. To secure a healthy co-operation witliout unnecessary meddling with 
the business <if the individual hankers and joint stock l>anking concerns, it 
is necessary to link all these in business interests. There should be a local 
hank for each ci*ntro, on which the leading business men, l)ankei*s and 
traders should have rejoesentatioji. There should be a limit on the Jencl- 
ing powers of the individual banker who should hav^e liberty to deal with 
petty loans within, say, a limit of Rs. 5(K). Loans of higher amounts and 
lor long jieriocis should he distributed by the local hank which should Ikj 
aided liy the dirl’tcLnate for jirofossional advice and technical management, 
'j'iie lo<al hank should lie made to draw its funds from the ijrovincial or 
oilier eentra! hanks. It is only when the indigenous hanker is made to 
have a voice in the directorate, there can he harmonious working and he 
can he made to bring liis experience of the locality of tlie solvency of the 

intending delitors and of the nature of clientele Avhcllier good or had at 

credit to Innir upon the working of the institution, lie may show a keen 
intin<\st also if ho is allowed to have a share in the pivifits of the eoncern. 
Jii suf^Ii a case there cannot any competition l>etween the local individual 
banker and the corporate hank. 


III. — Invctifmcril Imbii and ai (met ion of capifol. 

1, The banking resomx'cs consist of — 

(i) Individual savings. 

{ii) Deposits by traders and business men. 

(iii) Foreign capital worked oiit for profits. 

(ic) Dead capital which exists in forms of gold and silver ornaiMents 
and vessels! 

The institutions for encouraging savings art — - 

(1) Postal savings bank. 

(2) Individual saving^ ordinarily lent out for inteiest. 

(3) Chit funds organised by private enterprise. 

(4) Permanent funds and mutual benefit societies conducted on co- 
operative basis. 

(5) Co-operative societies. 
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Investment in silver and gold forms a dead capital which in coarse of 
iime gets diminished in value partly because of the wear and tear in the 
use of ornaments or vessels aiui mainly l>e<^ause of tlu^ fall in the value of 
bullion in the money market. Such investmeiits* are usually resorted to by 
the monied classes as a luxur>^ and aa a sort of swurity by the middle classes 
who have bright nros|>ects of tlie future in view'. This sort of kx^king up 
a great part of the coiintr>'’s currency as dead capital is considered to l>e 
a great economic menacs?. If heciirity against losses can W guaranteed, it 
may lie found possible to release a portion of this capital w’hich can l»o 
diris ted to remunerative business. 

2. The iH>8tal cash c?ertificates are no doubt popular, hut the intcrc'st 
alloweil is not sufficient to attract investments. The revision of the rate 
should lie directed at making it at least on a par with wdmt a nnin can 
expect to get from an individual hanker. 

The savings hanks afford all faeilitk^ for investment. The middle classes 
and ilm lower classes of the soc'iety have reconrsc* to them. The investors 
should not have to w’ait for the account to go to the head tjflue wlietiever 
investment or withdrawals or transfer of accsmnts are to he c'ffected. Tiu'* 
office conducting the savings hank hnsiness should have i*very facility to 

do all these things itself without refereiic'e to any cithc'r otfic'e. The nates of 
interest also require revision. It may perhaps ho found possildo allow a 
rate of interest slightly lower than what the IcKail hanker allows, in vi<‘w <»f 
the sec urity afforded h> this .sort of investment. 

There is no foundation for such a complaint. 

If (iovornmenf securities are to he popularised and their Inmefiis nr<» 
iiit<*nded to roach the remote farmer, it is necessain>' to allow' special facilities 
to agriculturists and small investors. This <*an Ix^st he done hy allowing a 
higher rate of interest for small inv<»Ktinents and making the payincmt of 
interest in more instalments tlian wdiat it is now. Special care* will, of 

(‘our.se, have to he taken to see that this principle is not circumvi'nted liv 
oilier classes of people hy soeuring name lenders from among the agricul- 
turists and small investors. 

4. hahif. — On]y the well-to-do classes use cheques. The middle 
classes cannot find funds snffi(‘i(mt enough to lay hv in a hank and to draw 
ni>on afterwards. 

5. ‘^Hanking and investiiumt hahit in India of ver^ slow growth.” 

Thi.s .statement is no douht true to n (‘ertain extent. 0n(» should liesitute to 
accept it wholesale. For it (*annot he said that in a settled country like 

India which has so much advanced in art^. trade and other ]>vofessions of 

modoni civilization, then^ is any halt or want of acceleration in the 
growth of the hahit. The pr<>s|)erity of the nation can hesi he judged hy 
the nuinhers of hanking institutions and the trade of the land. 

The want of securitv for investments made and the shaky nature of credit 
aro the twm factors which have greatly checkmated th<‘ growth of the hahit 
amongst the people. The failure of such a huge concern as the ”Arl)utlmot 
Co.” and the bankruptcy of many leading Chotti firms are standing (‘vi- 
dences of such lack of confidence. The limited nature of the liability 
attached to the members of most of the joint stock firms is in a way r<*s- 
pon.sible for this .state of affaiix. While the shareholders of these conceniH 
enjoy to the full and without limit, the benefits accruing from them, there 
can he absolutely no reason why in case of failure their liability should be 
limited. At least the hanking concerns should be made unlimited in liability. 

Propaganda by Government is the l)est means of educating the public 
The department which has mostly to transact husiness with the agricul- 
turists should have this function. The opening of the new branches of Mie 
Imy)erial Bank has rendered the bank more useful to business men and 
traders. It cannot by any means be held to have conferred any ben(‘fit on 
the agrioultiiri.st or the petty trader. 



Written evidence of H. C. THOMAS, Beq., Taheildar, 
Srivillipnttur. 


— Aoricnltino} rredti and credit facdiiie$ for nnadl induntries, 

1. (a) tUdthaiion crpcnHcu.-^ TUi- iiutlKKl of ohtaining finance rariesi 
with (liftcrcnt kcIs oi ncrsons. In the case of ownei*H, who hire lal)oii'rer*j 
on ^piiiinni^ syhtetn, tne proihice in sold in the market and the money 
ruint^d. If at tiie time of n<H*d, there is no market, they get loans from local 
Howears at a high rate <if intmest from 12 to 18 i>er cent. They resoH also 
to a h)cal <‘o-o))erntive credit society, hut they do not get money in the 
required sensou. So, they promise to pay grain Intercast jfayahle at the 
time of harv«»st. which at times cxce<Hls per cent. Tlie tenants and lessees 
borrow fr«»m llie landlords in r^ash and repay in kind on the threshing 
floor at the time of harvest. Si>ecial men are deputecl hy the landlords to 
control the “ kangaiiam ” under such circumstaiicf‘s. For soa ing, the 
totmnts either |)nrc1iasc seeds for <*ash or for periods payahU^ at harvest. 
For watering also. Inhonr is hired on condition of paying at the time of 
harvest and |»rod uce is given in fixed quantities. The tenants settle the 
rates of payment of pro<hice according to the au’oa of harvest. 

(h) t^npif/tl and pernmnent ifnprorcnicnts. — The landowner only meets 
the ca|)ital and permanent expenses. Here again he applies for loan to a 
local c(>-o|>erative credit society which does not satisfy nim adequately in 
}>oint of loan, period or capacity to repay. State-h>an, if ai)plied for, would 
he granted only in proportion to the value of the se<*nrity after deducting 
encumbrances, if any. 

(c) Special faitns. — Here, the landowner iesor*ts to a co-operative 
society, sowcar or a joint stock company. When he mortgages his pro- 
perty to a sowcar, he is unaltle to repay in the stipulated |Kn*iod.s, l)eing 
hard pressed wMi ordinary expenses and old debts and ultimately the mort- 
gjig(»o goes to court. 

Jtafcn of inf crest. — They vary from 18 to »10 per cent if in cash or gO 
p(M’ cent if in kind. Gonerally inoney-lendei*s get promissory notes for short- 
term loans without atx'epting any swurity. In a few cases, jewels are also 
pledge<l. From 1st April 1929 the rate of interest on State loans is 61 per 
(*ent. Tt was formerly 71 ])er cent. Though the interest is much smaller 
than the other .sources, the ryots are afraid of the conditions of loan and 
of the searching imquiries made into their solvency, and therefore they get 
disgusted. 'ITio joint stock hanks lielp them very little. Loans are given 
according to the (‘upital suhscril>ed and only after a fixed period of inemhor- 
ship, and on security or mortgage of ]>roperty, re|)ayahle in seven years 
at (5 per (*<*nfc ]mr aiiniim. Here, the encumbrance ct^rtificate and contin- 
gent expenses turn out to 1 k^ a burden on the Ixirrower. For short-term 
|>urposes tiu* c‘ 0 -operativc hanks do really hel|) the agriculturists and not 
for long t<uin ]nirj>oses, whicJi. I consider, is one of the defe<*ts in the co- 
operntivti movement. The indigenous hanks and hankers care very little 
alK)Ut tlu‘ .season of inpayment or the purpose of loan. They care only for 
se<*urity. Profe.ssional money-lenders also are not lielpfnl l)ecauHe they 
press the Isn'rowers badly. Merchants and dealeiN ac t as commission agents 
for the sale of produce*. The r^apita) nquired for {a) cultivation exi>enHes 
is Rs. 2(1 or Rs. 25 |>er acre, (h) for capital or |>ermanent improvement 
ILs. 500 for a. nia»! holding 10 a<*res of land, (e) for faihirc of monsoon and 
land revenue, Rs. 120 for a landowner holding 10 ai*res of wet land. There 
cannot he any cs>-or<li nation among the various agencies, l>ecaiise eacdi has 
il;s owp interests U} serve. 

Itemedies. — (1) Each ialiik may have a land hank having close connexion 
with the Revenue Department, (2) capital need not he demanded of the 
villagers, (8) long-term loans may l>e issued hy these hanks, (4) joint stock 
or indigenous hanks should he made to fix the purpose or period ^ repay- 
ment. 

2. Method of marketing prineipal rropji.— The principal crops are mar- 
keted hy comini.s.sion agents and taken to centres where there is a giwat 
demand for the same. The small margin lietween the purchase and sale 
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nidtiey is the commission fee. The consumers also diiwily go to Tillages to 

very doors of owners and buy in cash according to the quality of tlm 
|»roduc*e. It is not possible to form poola now, as co-oi>erntive effort is 
attended a'ith risks at present. In marketing the produce^ the credit faci- 
lities requii'ed are (1) advaiut' of loans on pledge of produce, (2) securitj^ of 
prtxluce, and (3) gocnl management. To secmre these advantages, Govern- 
inent gwlowiis are luwssary. *Hundis* or chittais are the only methiKls hy 
ahieli imMchnnts have internal 1 ‘eiuittam'e of trade. The c^o-oiverative banks 
have remittances through sub-treasuries by cash orders or ronvittan<.*o transfer 
m*eipts. The cletects ii\ the existing systein are (11 the minimum limit of 
Rs. 150, and (2) the reinittams' l>eing i'estricte<l to Mxdeties inter se. These 
may 1 k^ renewed with suitable modifications. As between private' iiersons or 
firms of merchants, cash orders or remiitan(*e transfer receipts should l>o 
allowetl at a favourable commission or j»renuiim. The Agricultural Depart- 
ment and the Co-operative Department may co-ordinate and find out moans 
to im[>rove the conditions of marketing in genornl. 

3. Vdhie of Jamt per one- Wet, — From Rs. 1,0(X) to Rs. 2,000 in ayncutii 
where the supjily of water is suiv. From Rs. 500 to Rs. 1.000 in other aya- 
cuts according to quality, source of irrigation, etc. 

7>rv. — h'rom Rs. 5f)0 to Rs. 1,000 according to the soil, facility of 
wells, etc. 

(ioulni , — From Rs. 400 to Rs. ftOO according to the quality, yield, etc. 

The factors that affect the value of wet land.s are (D facility of irriga- 
tion, (2> source of supply, (3) nature of soil, (4) proximity to hahitations, 
and (5) facility of truffit* for markeiing. As for dry lands (1) nature of crops 
that grow luxuriantly. (2) springs in the wells or subsoil moisture, and (3) 
value of crops, fii sales bv Government for land revcMue arrears, the ryots 
get H mutual svnipathv and try to bring doaii the price. In (suirt auctions, 
the bi<ld<*rs aie scared av\av bv the encumbrances on the lands. In pri- 
vate negotiations, there is always competition and ♦he owner has the 
advantage. In Government land acquisitions, the grciwing tcndeiH'V seems 
to 1)0 to regard the purposes as not * public,’ and demand a high value 
as though Goveininent slunild set an e\ample in the ofTm* of prices. 

4. lAthil nuiitipfip Jmiils f lui\e no iiitiinnti' knowl* cige of fhe method 
of nork. As regards improvement in the ie<*ord of rights and titles of 
ownership. flu» icicnt changers in the registrafion offi<s‘s seem siiflfieieni. 

5. Entmuite of nulettfed ness of o nUage, — To increase the credit facilities 
to agricultural classes an <‘^timate of tlie inflehtedness of ryots is necessary. 
The Government may with advantage prepare it either through co-operative 
federal i<ins oi unions nr throiigli non-ofhidal ngenci(‘s. The* information 
now availahic is not quite acoiiiate. The debts are largely due to (1) mom‘>- 
hmders and (2) eo-operati\c societies. The purposes for which debts A’cre 
im nrred are mainly these - (1) marriage and other social occasions^ — in 
several coininniiities the dowries, jewels ami sarees for children drive a man 
into debts; (2) pavinent of land revenue; (3) mhkIs and manure; and (4) 
e<1ncation (if childien ft is true that a huge iiundier of fanners aro 
renderetl landless bv the but den of debts and the creditors enforcing debts 
by sale of lands. If this condition continues, it does take aw'ny from the 
actual (iiltivatoi the incentive to produce rnoie and eflfieiently. 

0. Siftisiftianf itulustrirs.— Garden nrcHluce. rice-mining, cotton-ginning 
and hand-sTiinning are common here, liut thev do not flourish for w^ant of 
a favourable market and sufficient capital. Mat-making and basket- weaving 
are also found here and tbeie on a small scale. To find a wide market, 
large capital is necessary and some trade restrictions of Government should 
also lie relaxed. All cottage industries can lie encouraged hy grant of 
loans on favourable conditions. If marketing facilities are inc*rea«ed. 
Working capital also may increase. Match industry in ftirakasi, ftnttiir 
and Virudhunagar is capable of improvement if the import of foreign 
matches is {lerinanently sit v*ped. If the supply of foreign cloth is restricted, 
the handlootn can fioiirish leaps and bounds. 

7. BfUtiions hefireen It is desirable to introduce the Imperial 

Bank agencies at all headquarters of co-operative hanks ho that mutual 
transariions can be earri^I on quickly and advantageously. Lotlg«tlff1jn 
capital may be made available for at least 25 years shorteterm d^pitAl 
far three or four years to ensure their usefulness to soeiotiOft uod 
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II, — Indig enon$ han king. 

1. Hie itidj^nous banks include tnoney-lenders. fkinie such liankers are 
also caliecl chit karaawaas, Th^ are niiineroas. Ordinary money 4Biidisg 
buainesa i« done by thcnn. ** Koofu rkeefus*^ are also prevalent. Their 
hinctioiiH are the colle(d>ion of fixed monthly instalnients and payment of 
the principal to any member whose name is picked from the drawing of lota. 

2. In financing agriculture, the money-lenders play a great part. Tliey 
give oral loans without any written documents ; they give also on pro-notea 
or simple bonds and in a few ceases on mortgage bonds also. But the agri- 
culturista do not enter into any terms with them as regards instalments. 
Inter^t alone is clenrlv stipulated. As regards the loans given for trade and 
industry also, the bankers do not care about the purpose or instalments. 
They care only for the interest. 

S. As regards the system, there is no regular organization, (a) The 
capital consists of the su}>scriptioiis paid by the contributors or of the 
private money invested, (h) the volume of tliis business is generally small 
and (r) the expenses are few and little. 

4. As regards various fonns of instruments, T have no intimate 
knowledge. 

5. Besides bonds, a note-book is opened in which, as moneys are paid, 
credits are noted and signatures obtained. No special means are adopted. 
The rates of interest on deposits are said to be ft or 9 per eent among monov- 
lendera. 

6. The agricultural classes are said to pay rates of interest from 1ft to 
»30 per r*ent acc^ording to circumstances. If the interest is reduc^ to a 
standard rate, the agricultural community could he greatly benefited. 

7. There is a general prejudice against the indigenous bankers because 
their inter^t is exorbitant and they are unpunctual in j)ayinent to customers. 
Their dealings are not on sound lines. The defects are (1) they keep no 
regular accounts for fear of the Income-tax De]>artrnent, (2) they enter into 
no clear terms* and (3) receipts for payments also are not regularly issued. 
These defects can be remedied by introducing legislation, compelling all 
bankers to register before the Registrar of .\ssu ranees and hind themselve.s 
to strict conditions business. 

8. To make the indigenous hanks serviceable to the agricultural commu- 
nity, there should lie reduction of income-tax and compulsory registration. 

9. I have no idea of the net return. 

10. The indigenon.s l>Riiker.s cannot accommodate all demands owing to in- 
RufiSciency of capital. 

n and 12. T have no information. 


JIT. — Im^esimrnf hnhif ami attraction of capital . 

1, The existing banking resources arc very little. The co-operative banks 
only have regular banking business. To encourage the investment habit, full 
facilities are not provided. Small agencias can he introduced in interior 
places to receive investments alone and not to lend. The tendency to pledge 
jewels for loans is wminon in villages. 

2. Postal cosh certificates are not popular, because only people getting 
fix^ wage^ resort to them. To attract others, the issue price should l>e 
1‘edu^d still further and the conditions of withdrawal should he made more 
elastic. The postal saving.s hank is not useful because the interest is too low 
for creditors. 


3. The moneys eanied by sale of prcKluce or other means are kept as idle 
cash only till nef‘essity arises and the farmers have no tendency to invest 
theju anywhe!*e. Hence there is no substantial saving among pattadars. 
i^enaitjig ^ fellow agriculturists on reasonable terms is common, payment 
being made in kind or in cash repayable during cultivation season. 

4. The cheque habit is increasing day by day. The abolition of stamp 

duty has encouraged savings deposits. * 


6. The banking^ and investment habit is of slow growth only. The causes 
of purity of banks and other facilities. The opening of the new 
in Imperial Bank has created a belief that moneys invest^ 

othftr^w^., people begin to feel the same confidence' ns r^arda 

other banks also, banking would be very succe^ul. 



Written eridenoe of XJUBLy* Rfto Bahadur D. AKAITOA RAO CMkrd« 
Deputy Director of Agriculture, IIT Circle, St> Thomas Mount 


L—Ayricvlhinil vrcdtt ami vretlH fuaidtr^i far aivali indintrits, 

1- («), {i>) ttiul (r). 

Whether it ih for cuitivution exiKmses or cupitui or iwriiuuicat improve* 
lueut^ or other «pocial iieeik, the sources within Uic reacli of tho cultivator 
tor borrowing money are sowcai's, m'ho are professional money-kmciers, 
bigger ryots who have money Ui Vm utiliacnl for such puriioses, tHMiperativo 
cretUt societies where Kuch Wueties exist, and in some instances dealers 
ill produce. In the case of (b),. loans from Government, for example, takavi 
are taken ; but owing to various causes leading to delay and a^orry, tho 
r>*ot is not very anxious to take such loans. In the case of loans froiu co- 
operative sotueties, lieing chietly short-term loans, they have their limitatioiiB. 
Mortgaging laud is the usual security offered by the ryot. In the case of 
land revenue, it is often the standing crops that help him to borrow money. 
In extreme casc^ forward contracts are made for tlie sale of the produce, 
in almost all cases the village soaciir is the “friend in need” of the ryot 
and in spite of tho heavy interest ho charge^!, he seems to be the only man 
that comes to his aid wtienever the ryot is in monetary troubles. That is 
ilie chief inc^entive for the sowcar to drain the ryot. The rate of interest 
ranges irom 12 to 24 |>er cent and in extreme cases oven up to iJO or .‘Id per 
cent. The part played by the various agencies mentioiUHl in tho (piestum- 
naire is pia^ticahy the same ; that is, all give loans but the rates of interest 
and the time for which loans are given vary according to circumstances, in 
tlie case of certain companies, as fc»r example, the Wugar Factory at Nelli- 
kuppam, money loans are given on the standing crop of sugarcane to bo paid 
back when the canes arc brought to the factory. 

The chief defect seems to l»e that there does not exist in tho country easy 
credit for the ryot to borrow without groat restrictions. Although it is impos- 
sible to stop the money-lender altogether, it is possible to wean the ryot from 
liim, il step.s arc taken hy bankers and Governniont to make tho money avail- 
able to the ryot without imposing too many restrictions. Again, there is not 
sufficient t‘ 0 -ordi nation between different agencies. Companies do lend 
money to merchants dealing with agricultural [iroduco. in such cases tho 
produce is in their custody and is released only when required for disposal 
of it and repayment of the loan. There ought to Ivo many more such agencitw 
right ill the midst of villages which would help to relieve the strain of the 
ryot. 

2. The existing facilities for marketing agricultural prcxluce are weekly 
shandies, ]>eriodicul cattle-fairs, cart tracks which txnumunicai© with main 
roads. 'I’he inethofls of transport are carte and men and women who carry 
produce on their heads. There is no regular organization in such markeU 
and the scope is limited but Uicre is no denying the fa<»t that the ryot gets 
a l>etter price in the market than he does in his own village. There is very 
much room for improvement in this direction. Central inarkots are pos- 
sible where various pro<lucte from villages can be pooled and in this con- 
nection co-ojwrative sotieties can play an important pait. Here produce 
c^uld Imj graded and standard prices fixed. 

There are no facilities at present for storage of iiroduc^e ; tliis could 
l>e done even in village markete so that a ryot who is not able to dispose 
of all his produce in one week, can st^^re and keep it until better prices ai’O 
offere<l. An attempt may lie made in important village markets to create 
such facilities in order to see whether ryots would take advantage of them. 
No credit facilities worth the name exist to enable the ryot to wait for the 
disposal of produce till conditions liecome more favourable. Markete should 
be so organized that they will create a feeling of eonffdenc^e in the ryot and 
give him the assurance tHat a better produce means a Ijetter price. Only 
then will it be possible foi him to adopt improveinente in agnoilture 
thus raise his standard of living. 

The broker who tries to squeeze a little from the producer and the 
purchaser is on the whole more favourably disposed towards the latter and 
the ryot thereby does not make as much as he ought to. Woll-reimlaiiKi 
markets will put an end V; this disability. * * ^ 



With regard to liankcr» and merchants, facilities exist for big merchanie 
to borrow money from banks. The facilities available to the public for 
internal reniittaucee of dues are limited. For example, a landlord living 
ill a big town cannot remit his kiat into the nearest treasurj' but has to 
remit money to the karnam of the village in which his lands are sitiiatetl. 
Provisioin may l>e made for inakitig it possible to remit bucli dues at any 
treasury and obtain chalaii for the same which could l>e forwarded to the 
local village karnam. 

3. The value of dry lands ranges from Its. 25 to Its. 500. The average 
value of the dry lands in my circle may be taken to be Rs. 350. in tne 
case of wet lands provided with wells and tanks, the value ranges from 
Rs. 500 to Rs. 2,00U and the average may he taken to lie about Rs. 

The various factors that influence the value of land are situation, facilities 
for irrigation, quality of land, uvuilabiiity of lalmur, nearness to markets, 
facilities for coiiiiuunication, etc. 

(a) In the ease of land which is auctioned by Govermnent for non- 
payment of revenue, its value would he extremely low. ’I'he revenue that 
IS to lie collei'ted during u year is not u.sually very great and therefore 
when such land is to he auctioned, tlie bidders know the amount that is 
reciuirod by Government and would hid only up to the extent of the kist 
to 1)6 collected. There are instances where kist i.s paid for lands which 
yield no return. A landlord may possess a blink of 100 acres l)\it 50 acres 
of it may lie saline, or water-logged. In .such ca.ses, the landlord has to 
pay year after year not only for tlie part of the land tJiat liring.s him a fair 
return, hut also for the rest of it which yields no return at all. In such a 
case a distinction might he made between prcniuctive and unproductive 
lands ancl incentives may he oliered, say, in the form of a loan repayable at 
long intervals so that he might make the unproductive land jiroduetive by 
penuunent iintnovoments. 

{0) In the case of the sale of land by court decret*, the value is highei' 
than in the former ease. The actual value ol land is taken into considera- 
tion and bidders olfer better iiric'es. 

(c) The value of land alien purchased by private negotiation is high 
lor obvious reasons. 

4. There is always some demand for money for ettecting permanent 
improvements such us putting up Cmhankments, construction of wells, re- 
elamatiun of soils, etc. As it is not possible for village* banks or co-opera- 
tive credit societies or individuals in the village to meet the demands of 
the ryots for such jiurposes, land mortgage bunks are suggested. 

6. Kyota' imjehtedness, — ''J'he indebtedness of the Indian ryot is prover- 
bial. The reasons given for such indebtedness aie fuiluie of ciops, los.s of 
cattle, purchase of land,, old del)ts, drink, man iage and funeral c*ereinouies, 
etc. No aeeiirute estimate is possible of the existing indebtedness of 
the ryots as nothing has Ueen done in the matter so far. 'J'hat it is very 
necessary to know the real condition ol the ryot is obvious. That it is 
going to bo an extremely difficult task is also obvious. A very careful 
economic eiuiuiry by people trained in agriculture and oeonoinics is 
suggested in order to know the real state of affairs. Since that information 
is not now available, it is impossible to correctly answer most of the 
questions included in this paragraph. There is an indirect way by whicfi 
tlio indebtedness of the ryots could be roughly assessed, and that is by the 

( find and amount of loans rai.sed by ryots on the security of their lands and 
louses. This information could be obtained from the Registration Depart- 
ment. The ryot does not maintain correct accounts and therefore it is not 
safe to accept his statement. 

There is a tendency on the part of farmers to become tenants. Failure 
of seasons is the chief cause. The result is that agricultural interests suffer 
as the land goes from the hands of the agriculturist to the non-agricultural 
classed This therefore removes any incentive that the cultivator might 
have to do his farming in an efficient and intensive manner. 

6. Poultry raising, kitchen gardening which includes raising vegetables, 
flowers and fruits, hand weaving, carpet making,, rope making, rice husking, 
hand decorticating of groundnuts, ai^ various cottage industries that are m 
^istence in my circle. For improving the piosent state of affairs, I would 
invite your attention to the report I'ecently published by the Bpeciai officeiT 
Jtor survey of cottage industries — vide pages 47 to 62. 



Written evidence of R C BBOADPOOT, Seq., Deputy Director of 
Agriculturei Vin Circle^ Ooiinbatore* 


1,-A{iricultnntl imlit and cmlit fuviliik^ fuv mall imhistiirs. 

1. Kiuiuirit\s in Avuiiasht wheiv holdings are Ninall and uu^stly owner* 
worked indicate that lyots do not generady l>onow money tor ordinary 
cultivation expenses. When horrowing is necessary advamt's are taken 
Irom the vihage sowcar on the security ol the crop with tli© implied con- 
dition ttiat tile piiKliK'e will lie sold to or through the sowcar at a reduunl 
rate. Tlie rate ni interest lor such loans is 12 to »10 [ler (?ent. Mem bens ot 
co-operative s<Kicties liorrow money from the t'o-operutive bank, the siK'Urity 
given lieing their share (U[)ital- such loans when approved and given are 
charged at 9 per (* 0111 . Merchant sowcai*s (generally inHuential Chettiyars) 
advance money to laiidowners on pro-note signed by one or two mponsible 
persons as sureties, The inU*rest eharged is 12 to 24 per eent. Larger 
sums advaneed lor special (lurposes are advanced on land mortgage only. 

Joint sto<*k hanks play little or no |)art in direct linaiice to the cultiva- 
tors- indirectly merchant sowcars use such hunks for obtaining their credit 
pait oi which may ultimately lie advunctMl to ryots against prodna* deposit- 
ed lor sate. 1 (‘annot suggest any scheme whereby ryots can easily olituiu 
credit Irom joint st(H’k banks dircs-t, 

dieaper capital would undoubtedly assist ryots at sjiecial pei'iods and 
would enable them to liold their [iroduce during periods of market dullness. 
This can only be made possible by raising the financial stability of the 
borrower-^the most iiroiuising method of doing so lies in an all-round 
improvement ol agricultural practice, reduml cultivation expenses or an 
incieascrd yield from a unit urea, (lo-operative credit societies could 
directly assist this movement also hy giving loans lor prcniuctive purposes 
only or by giving sucli loans on lower rates of interest than in the case of 
non-pnaluctive loans. 

2. Marketing is generally done through tlie agent of middlemen but 
controlled markets lor cotton and groundnut would have the effect of 
raising the general standard of the produce and incidentally the price, 
(’ontrolled markets would ultimately tend to cut nut the middlemen. Sucli 
markets should Ih* de^'e!ope(l liy co-o|>erutivc ugem^y in the fii^st place but 
must Ik? run by competent men with a sound knowledge of business princi- 
ples and experience of the crop dealt with. 

4. Facilities should Ik? made, either through a land mortgage bank or 
tiu’ough co-op(*rative credit societies to give ap[)roved ryots long-term loans 
at reasonable rates <il interest, i.e., at 0 jwr cent the raU‘ prescrilKKl for 
Government loans ior productive work,, for permanent agi icul|nrHl iinprove- 
nieiits such a.s we.l sinking, levelling land and purchase of improved 
iiuplements. Such loans, if easily and readily available, for approved 
boh’owei's, would supply a much-felt want and be a consideralile step forward 
in rural development. 



Written evidence of A, C. SDMOlfDS, B»q., Deputy Director of 
Agriculture, 1 Circle, Viaagapatam. 


l.--AuiWiiUiuvl ittdU and credif Inciliikb jar umall induiftiiea. 

1. (a) In the* nmjority oi caMjs, the greater proportion of money re<iuire<l 
lor expenses during curtivatiou is raised from the merchants and money- 
lenders of the village at a rate oi interest ranging from 12 to 24 per cent. 
The use of rural cf>-operative credit has not spread as one would desire. 
'This is due largely to the illiteracy of the ryot jmpulation. A wider publi- 
city oi “the Agriculturists Loans Act'’ is also needed. 

(/>) There is no capital or permanent improvement of land excej)! by 
those who are in a position to meet the expenses from their own accuiiiu- 
latcd savings. But of late the henehts of the Land Improvement Loans Act 
are lieing used. This Act also ix*quires publicity. 

(c) Vide answer (a). 

Varying rates of interest from 12 to 24 per cent arc charged by the 
money-lenders and loans are granted to solvent jiersons against promissoiy 
notes and to tenant cultivators and petty ryots against standing crops. 

Tlio part plaj’cd liy (lovcMiiment in agricultural finance is limited to 
granting loans under the two Acts referred to above. The Imperial Bank 
(d India grants loans against produce .stoied in the bank's gcxiowns and 
against gold. Operations of joint stock banks in agricultural finance are 
not known in this circle. For the part played by indigenous banks and 
bankei's please see answer under ‘Indigenous banking.' 

2. In the case of foodgrains, the bulk of the produce is sold to middle- 
meii, merchants and money-lenders to whom the producer is indebted for 
cash advances for cultivation and family expenses. The big growers wliu 
are solvent generally sell their produce in the open market and realize 
more profit. In tlie liandling of commercial crops such as fibres, jaggery 
and oil-seed intended for the overseas market, both the money-lender who 
acts as a middleman and a commission agent are involved. In the case of 
oil-secxls the producer sells in advance of harvest direct to the man who has 
financed him in order to avoid the payment of high rates of interest. In 
the case of crops such as sugarcane which are grown on a comparatively 
low acreage but which at the same time involve large financial transactions, 
marketing facilities are generally bad. The trade is in the hands of 
commissioned agents working on behalf of big merchants and they come 
into the villages during the season. The producer deals through the 
village money-lender to wlioin he pays a commission for the privilege of 
sale, godown rent,, u contribution to charities and interest on sums of 
money advaiujed throughout the season together with the capital sum 
borrowed. If the money-lender is unable to get a fair price for jaggery 
the producer suffers in cHinsequenci?. 

A 

* There are possibilities of forming i>ools pjovided eo-oiierative efforts are 
made in marketing produce?. Until exiieiienee has lieeh gained and until 
the nuinliers who actually cultivate the land are solvent and sufficiently 
educated to conduct the affairs of such marketing organization, efforts to 
sell co-operatively should not be attempted. The success of pooling on a 
busy co-operative marketing sysUun is dependent on the handling of large 
quantities of produc'e of one kind and this necessitates the employment of a 
businessman of experience. Until confidence in co-operative credit wwk 
has been established, sale transactions through non-cr^it agencies will not 
be sufficiently large to warrant an employment of a businessman. 

For internal trade indigenous bankei's are involved and for foreign ti'ade 
exchange banks are also involved, 

3. The value of dry land will be from Rs. 100 to Rs. 200 per acre, 
^ garden land Rb. 500 to Rs.v 600 and wet land Rs, 500 to Rs. 700. On 

garden lands and wet lands sugarcane and paddy are taken, On dry lands 
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nwially iBtHeis are taken.- The lKv»t vahio for land w ohtainod liy a seller 
hgr priratt' m'gotiatitm. In the rase of land j»old for arnuus of land levenue 
and hy court deciw, |>oor ptnew ai\> naturally obtained. 

4. The Hindu joint family Kv^tein an impoAlitnent for land inortgaaes 
aa all the ineinl>er> do not usuallv arrive at uiianiiuous dtMM^ions. l^nleas all 
the members agree it is not |>oKsihle to mortgage anc'cstral profverty even for 
the eommon good and for the purpose of capital improvement. 

A greater proportion of debt is incurred on nil items given under (c'). 

The creditors are largely indigenous bankers and monoy-lendera. 

6. The estahlishinent of induairies such as rice milting, cotton ginneries, 
and sugar refining under (‘o-oi>criitive manageinont and <*<voperntive market* 
ing will enable the producer to get a better return for his pnaluce. 

/ / — Indiof^nous hnn Icing, 

I. The indigenous hanker acts as a middleman botwoon hanks organiaed 
on Western lines and the public. His functions arc various. The type of 
Indian banker ranges from the small village capitalist to the W’oalthv, well- 
estahlisluHl private partnership or fa»nilv partno^shin of merchant hankers 
who have agencies in and outshh* India. The Madura and Chettinad 
indigenous hankers have transactions in Burma, Fcderatinl Malay States, 
South Africa, (’hina and Japan. Besides l>eing hankers they are also 
geiu»ral iiaders and morchanfs dealing mostly in industrial crops such ns 
cotton, groundnut, jaggery, etc. 

At the prc^'cnt time thev arc indispemsah^e for they c'nrrv on n volume 
of business transactions in rural areas. They form a link between the 
Indian money markets and the %'ast trading f*oiumiinity. They ftnanc*o the 
agriculturists for c*arrying on cuHivntion ; for buying rattle, implements, 
etc. Thev finance the petty artisan.s in the towms. They assist in the 
movements of crops to c*onsuming areas or to the railway and distribute nil 
kinds of gcsids in the interior of the c’Oiintry. They Vharge^ a high rate of 
interest and this has earneck for them the name of Indian Shylocka.** 
Th<\v do not lend unless they have a security worth double the amount of 
the money advanced. 

2- The ryots are the princ'ipal c*1 lent of the indigenous hankei's. The 
indebted ne5is of the agriculturists often arises in the following way. A 
failure of harvest one year on account of a had monsoon drives the peasant 
to the money-lender as lie is unable to provide for contingencies. He 
mortgages jewel or his small holding and rec^eivc^ a loan from the monev- 
leiider at a liigb rate of interest The money-lender does not give the 
w’hole amount, but deducts intercut before payment for the fmaiod to which 
he lends. One more failure in the n€»vt year plunges him deep into the 
mire of debt and he lo.ses his mortgaged property. This is typical of hoiv 
the ryots are luincnl hy the money-lenders. 

3. There is veiy little organization in the indigenous banking system. 
The Indian hankei*s are mostly individuals with large or small capital. 
There are threw tvpes of Indian hankeix — fl) the* small village capitalist, 
(2) the w'ealthy w’ell-estahlished private partnership and the tyrm wliere 
there is joint res|>onsihility of the rsmimiinity as a whole. It is not |>ossihlc 
to form an idea of the amount of capital invested as there is verv little 
puhlicitv for fear of Income-tax officei-s. Rtatistics are not available and 
any atUmipt at eliciting iiiforptaiion from them rc^garding their capital, 
the amount of trau'^ac-tion. etc., is heuind to rc*sult in failure. 

As r(*gards the ex|>enses on the staff there* is not much to say as the 
monev-leiider has at nK»st one or tw'o ederks to transact all this hiistnoss 
and to keen accounts. Them* clerks are not highly paid — their pay ranging 
from Rs. 15 to Rs. 50 or Rs. 60 at the most. Besides clerks some of the 
bigger money-lenders employ agents to carry on business outside India. 

6. Vide answers under IF. paragraphs (1) and (2). The indigenmia 
bankers depend for funcK in times of demnnefs upon the Ttnperial Bank er 
fte Joint stock banks. They get leaps from them et low rates of ipteriit« * 
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Indigenous bankers do not encourage a s^iem of depoait aa a policy. 
They retreive very little in the forms of deposit and they think it a burden 
and the rates of interest they pay on such deposits are very low. 

6. With increasing security of life and property, with the spread of 
rHlucation and the extension of banking facilities, the rate of interest is 
hIowIjV going down. ^The rate of interest on agricultural loans varies widely 
in different parts and in the same ploccy ar'cording to the financial stabi- 
lity of the cultivator or the security offere<l. It may l>e put at 12 to 24 
per cent on an average. 

There is a constant tendency towards a lowering of these exorbitant 
rates of interest. The development of the co-operative cre<ltt hanks and 
land mortgage hanks in this proviiK-e will have the effex^t of lowering the 
interest chargCHl by the indigenous hankers. Again the hanking institutions 
of this province must l>e multiplied so as to form an effec^tive competition 
with the indigenous hankers who will l>e compelled to redut^e their rates of 
interest in the market. 

Considering the iiitiount of rural and agri(‘ulttira1 indebtedness such 
reduction of tlie rate is sure to he beneficial to the agriculturists. 

7. As far as I am aware there is no pr€*iudic<' among the public in this 
locality against indigenous hankers. Hut it <‘annot he said that they are 
v<*ry (lopular. The fact that some of them ere tiading, to a certain extent, 
on the misfortunes of others alienate them from society. 





Written eridenoe of the Seoretary, Drarya Sahaya Kidhi, 

Knlittalai. 


7 . — AgriruJtural credit and credit facilities for small ivduAtries, 

1. (o) Tho agriculturists obtain finance for the nurpo'^o i'uliivatiou 
from rural co-oiwrat-ive soc'ietios, if any. in thoir villago, aiul if there he 
no such societies, they get fiiianc*e from the village money -leiulei's. 

(h) For permanent improvements they obtain loans from Govern- 
ment on the so<mrity of their lands at 8i per cent. Those who want to 
save the delay and trouble of getting loans from Government ap|»roaeb the 
money-lenders and obtain loans at an exorbitant rate of interiwi with 
the result that the nwnei-ship of lands passes away to the money-leiidei*a 
in the long run. 

(c) Espeeially for land revenne they are helped by the rural ('o- 

ojmrative credit societies. Where no such credit societies e;ist, they are 
iinniieed by the village money-lenders in the manner said aliove. 

The rate of interest charged by the co-operative eretlit so<'ietios in 

th is district is Rs. 9-6-0 per cent and Uie rates of interest charged by pri- 
vate money-lenders range from 12 to 15, 18 and even 36 per cent in some cases. 

The loans are issucfl on one or two sureties and also on the mortgage of 

jewels, lands and houses and the period allowed ranges from one to thr«>e 
years. The (iovernment and the co-o}>erative credit societies play a 
prominent part in agricultural finance. The Government advances money 
to the agriculturists for the purchase of hulls and agriiMiltural 

implements on the seenrity of lands and on |>ers<uuil steurity 

and the period of repayment rang€V4 from 3 to 10 years. Tho 
amount of capital re<|uire<l for the imi>roveineni of lands and 
for the purchase of hulls, etc., can l>e roughly estimnt<Kl at Its. 5 lakhs 
for the Trichinopoly district. The Government r at present allots a 

limited amount to each taluk to advame money to the ryots under 
tho Land Improvement Loans Act and the Agricult nrtsts T^oniis Act. The 
ryots are not able to get money at tin* time they rcspiire ns it involves 

much delay in making ins!>e<*tion and enouirv by the subordinate* officers. 

Hence it would bo lK*tter if the l>nsine.ss is trunsferreil to the <’o-op€u*ntive 
credit societies as the ryots will then he able to obtain finance more 
easily. 

2. There is no regular marketing of protluce in this district. The 

merchant goes to the village with a middleman (broker) and purchases 

the nrmluce. For the purposes of wholesale marketing and to avoid the 
middleman it is suggested that loan and sale smdeties may he started in 
the various places by which the produc*e of the whole ar»*a r-an he poolerl. It 
will he beneficial for both the purchaser and the produ^*er and the pt^odnees 
can he po<»led by making propaganda in the rural areas. 

3. The value of the land varies ac<f>rding in the situation of lands, 

sort of soil and vield ranging from Us, l.fiOO to Rs. 3. 960 an acre 

in the wet area and Rs. 50 to Rs. 500 an acre in tho drv area. In the 
case of dry lands provided with wells the value ranges from Rs. 200 U» 
Rs. 5(X) an a<*re. The wet lands are generally used for raising plantain, 
paddy, sugarcane and l>ete1s A land w'hich fetches. Rs. 1 ,000 in private 

negotiation will fefch only half the amount in civil court unction or 

revenue sale. 

4. There are no legal impediments t^o mortgage of lands and agriciil- 
tural holdings m this district. Tliere is only one land inortg/ige hank at 
Kulittalai fai» the whole district, whose jiirisdkdion is resirict4»d to 24 villages 
in the Kulittalai taluk and five villages in the Trichinopoly taluk. It raises 
capital by way of sliares, deposits and debentures. It issues loans only 
up to Rs. 2,000 to an individual. This amount is rather tor> inadequate, 
especially for middle class people who arc relieve^ onlv parilv from the 
cluiflies of the village sowcars. Tf an agriculturist who has got a debt 
of Rs, 3,000 or 4,000 and who can furnish good si^ciirity l^rrows Rs. 2.000 
to clear his prior debts, he is able to clear only a portion of his.^dlnhtli 
and for the balance of his debts much pressure is put gnqn hkKf^by iht 
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money-lender at he is deprived of the profit arising from Rs. 2,000. For 
these reasons it is suggested that the* niaxiinutn borrowing limit of a 
mernlK^r may l»e fixed at Rs. 5,000. 

(0) Ah tJie j>i‘ovisiofi of long-term loans is mainly to retain the owner- 
ship of lands with the agriculturist hitnseli, the foreelosure and sale are 
(piite against the objc'et ol (Government, Tin* only income of the land 
slioiild 1 k< appro|iriati*d to the loans and if not c-orpiis. Provision should 
be made in the liy-Iaws of tlm land mortgage bank to restrict the borrower 
from alienating or remortgaging it. If the borrowcM- makc‘s any default 
the mortgaged [iroperties may be (nkc*n possession of by the bank and 
leased out, AfUn* pa.\ing land rev<*iiuo clue to (Joveriiinent, the balaitce 
may be ap[>ropi iaied to bis loans. After c*oinplete dis* b irge of the loans, 
the properties may be liandc'd over to the owner. Kven it he loses all 

the other j>ropertic*s, lie will be* in possession of at lea.st the lands nioi*t- 
gaged to the bank which he will csnisicler as a gieat gift. It suggests 
to me that only this process of collecting the loans Ironi the defaulters 
will fulfill the philuntlii'opie objewt of the land mortgage banks. The 
land mortgage banks should derive their working capital by way of 
long-term deVM*ntui*c* bonds. II it should derive itv capital from a c-entral 
iiiHiitiition. it will act only as a middleman wliirii should he avoided. 
Tlw (Government may MubseiilM* 50 per cent of the* value of the 
debc‘ntun‘.s issued by the land immtgagc* banks and guarantee* both the 
principal and interest for a few yc‘ars until tlie proposed suggestions gain 
the eonfidenf*e ol the ])uldic‘. .^t pr<*sent the (Joverniiient subserilK* 
50 |M*r eeni of the* value of dedamtures issued by the hanks only up to 
a maximum of Hs. 50. (KX) for a hank and the present rate of interest 
for debentures purchased hv (»ovc*rnmc'iit is 61 per cent and that fevr 
the public 7 fier cent wliicdi is too higli. The* present rato of interest 
cli/irged by those hanks on the lc>ans issued to its members i.s 9 per cent 
whereas an agriculturist gc*ts onlv 4 to 6 per c‘ent of the value of the 
land. The interest cdiurgcd by the* land mortgage* iianiv** *sbo\ilcl be* ecpial 
to the rate* of the* land >’i<*ld nncl at any rate it should not exeecsl 7^ ])er 
cent. For issuing loans at the above rate of int<*rest, the rate of interest 
paid for ciebonturos should not exceed 5 per cent having a margin of 21 per 
cent for its working. The* debentures purtiuised b\' the fJoverninont 
should be ecpial to the rate at which thev borrow’ from the public and the 
rate at wliieh tbc»y fiav for amonnls invested hy insorancK* c*o?n])anic*s 
in (Government securities. An enormous amount of public money such 
HN civil court dc'posii, etc*., i.s at the CTcdit of Government w’ithont any interest 
w'hic'h can he used for the lienefit of the poor indebtc*d ngi ieiilturist. A most 
organized system of land mortgage hanks on the abovc‘-aid lines i‘s cpiite 
essential or else the profession of agrimiltnre also will become very difficult. 
The present system of assigning all the mortgaged lands., premises, and 
hereditaments to the CGovc'rnment as trustee is oiii*e sound nncl sufficient 
against uiinoc*essarv losse.s. Only the starting of land mortgage banks for 
every Revenue firka or tw'o Revenue firkas is the adecjuate provision for 
long-term ereclil. The indebtedness of an agriculturist c'an Ik? ascertained 
hv an cmcpiiry in the village itself and from the nri'ate monc*v-1enclers. 
The agriculturists are more indebted to the private money-lenders than 
to all other hanking institutions. The nrivnte bankers c'barge 12, 15. m 
and even 36 per cent compound interest. Tf the debtor makes default 
the creditor goes to a court of law, obtains decree, and takes the debtor’s 
lands in court auction at a low’ price. The sowcar lends money to the 
agriculturist only with the object of snatching awav bis lands at a low 
price from him. He will he waiting for the time w’bew bp ran rush upcm 
the debtor and pirns him for payment of the loan. Then the poor agri- 
culturist is driven to the nfK'essitv of selling the land to the creditor 
himself at a low’ price, accepting all the stipulations w’hic*h are imposorl on 
him. rf the land is taken away from him his enthusiasm for agriculture 

lost for. ever. 

6, Fspeoiallv the agriculturists of the dry area have no gooci monsoon 
for the past 10 years and they have got no siilisidiary industries. Intro- 
duction of hand-spinning and weaving will he of grc*nt lienofit to them 
as they can get. good cotton from their lands. 



Written evidence of MJtJty. P. RAMDOSS Avargal, Tahsildar, 

Ravmli. 


I . — Agricullttrul cri:dit and credit /aciUdes jor smuU industriei. 

1. {a) Mostly l»y taking hand loans from iht* lu-her ryots atul l»y omhmU- 
iug pro-notes to sowcurs, i.e., professional money-lenders and also from eu- 
opcrative sooicties on personal setmrities. 

(6) By borrowing (1) from professional money-loiidtMs by mortgaging 
lands, (2) Irom <o-oj>erative erwlit s^Hneties and (.1) to an apprei iabie extent 
from Government in the torm of takavi loans. 

As in the ease ol («)- 

The rates of interest vary from 9 per cent to 15 per emit. The interest 
is lower it the amount is greater. Loans are taken for pernnls ranging from 
3 months to 12 years. Landed property is generally offered us seeiirity in 
respect ot larger amounts and longer periods; in other eases pro-notes and 
personal seeurities. Xo speeiiil eonditions arc' attiK'bcMl. 

Government takavi loans are resorted to in a fairly iipjneeiable niimbei 
of eases wherever tin* ntH*d for loans is genuine. Co-o|>erative stK*ietic 3 s 
alford euiisiderablo reliel though the loans an* given imliseriuitnuic^ly and 
scxiety memliers, partieulurly tlie president ami the secretary, J»lay the pun 
ot middlemen to their .sell -aggrandizement . 'riie Imperial Bank and joint 
stoek bauk.s are mostly unknown to ryots, l*roJes.siuiuil money-lenders, tlie 
1 ichor among the ryots, do a great deal ot money-lending. There ai*e no 
special organizations tor giving credit. 

Jt is not po.ssible to c»stimute with any degree of (ornstiiess the pro- 
bable capital recjuircxl. 

Tlie defects are: — I'lie (>i’otessioinil money-lendci- is k(*en on exploiting 
the pressing need tor money and is particailar to charge the utmost interest. 
The richer among the ryots is having a eovetons i*ye on accjuiring thc.» 
immovablo propmtv of the borrower at the earliest ojiportunity and leaving 
him as a labourer. ( 'O-oiHuative <*redit tueilities must lie im[>rovcMl ihhi- 
siderably. Takavi loans cun helji largely if the ryot’s ncnxls are gciininely 
for the purposes siiocitied in tlie Acts and rules wliereas in a majority ol 
cases they are not. 

There is no co-ordination at all among the credit agencies ami co- 
ordination is not a practical {iropositioii. 

2. The only present method ot marketing i.s to sell away the i>rodiico 
to any merchant for ready money at the prevailing ratc^. Men*haritM 
come and purchase or the produce is carted to principal places of trade 
and sold there. 

C?o-oi>erative sale of produce is possible and likelv to lie successful pro- 
vided there is iiec*essary organization for effectual supervision and jiro- 
pagaiida. There are no credit facilities for ryots for tlie finun^itig of 
prwlucts during marketing and they sell away the . produce Bi any one 
that is preparcxl to pnrcliase and tliey could not afford to hold back till 
favourable prices prevail. 

3. Wet land value ranges from Us. 1(K) to Us. per acre in thi.s talulf. s 

Dry land from Us. 5 to Us. per acre. 

(a) AlKiiit half the vulac* of the land is olitained on an avrTHge. 

(b) Three-fourths of the value. 

(c) The full value. 

4. No legal impediment. XTi bunks for kmg-terin crt*dit. Land mort- 
gage banks of the type the Government are starting should prove eminently 
•uccessful. 



5. No pariictilarft aro available. In regard to the creditor to whom the 
debts are due and the raiee of interest charged, the methods used for 
calculating it and for enforcing the payment of the debt, please see my 
answer to quobtion (1) ulxivc. 

0. iSpinning to a small extent and weaving to an appreciable extent 
are going on. There is no other sul>sidiary industry. 

///. — Investment tuihit afid attraction of capital. 

♦ 

Nil. 

No. 

Yes, by opening co-(»perutive non-credit soeicties. 

Making jewels is the curse of India. 

5, « « m • « 

The jieople know fairly well. No further propaganda is needed. 



Written eridenee of MLJEL&y. C OORASWJUfAYr A QARU, 
TreMury JD^uty Oolleetor, Annntapur. 


/. — Agricultural credit and credit faeilitiee far smcUl induBiria. 

1. (a) In recent years since the introduction of grouiidiuit on a largo 
seaits the average ryot has little diflioulty for funds. But the pooi*er ryots 
l>orrow money generally from influential landlords for the purriiasc ol 
^manure and seed on (condition of returning it in easii or in kind with 
interest after han^est. As for cattle they go in for State loans. 

^ {b) State loans are in a majority cases rcsortcnl to. 

(<•) Local money-lendei*s advance money for paying up land revenue. 
During the tuiiure of monsoon, ryots upprourli tlie knal well-to-do ryots who 
have stock of food grains whicli will Iks advanced suhjec't to rc'payiimnt in 
kind with nagu, i.e., 26 |>er cent. For the purchase of f<Klder, State loan.s 
aie seldom resoi*ted to. 

The rates of iiiUuest charged by iiioney-lernlers vary from 12 to IH per ccutt 
I>er annum and no definite* ijeriml is fixed for repayment. Landed [iroporty 
IS being generally mortgagee!. 

The o|R*ration.s of the co-operative crcnlit sixieties are not 4».\ tensive and 
are limited to a very small percentage of the populaiioit. There are no 
branches of the lini>erial Bank aiul other banks which linunce the agricul- 
turists. Guntakal aii<l Tadpatri have an agency ol the Imperial Bank whicli 
seems to serve the iniddleineii rather than the i^-ot. 

Jt cannot i*e estiinate<l. 

Ill the ca!^ of local money-lenders and eo-operutive scKieties, it is desir- 
able to restrict the rate of interest to the rate prevailing in the? case of 
State loans. Co-oi>erative society' should Ik? formed in each village including 
hamlets and tlie power of remitting penalty vtwUsI in the smutdy to Ik* 
exorcised in desen’ ing cases. 

Money-lenders predominate in this district. Tlieri^ is .scoj>e for impi’ove- 
ineut of co-ordination if co-operative s<K‘ietieH are formed on a larger sK'ale. 

2. Traders from otlier districts purchase jnoduw in villages and sell it 
in market. Co-operative societies when started may undertake to store the 
produce in the village and subsequently sell it in a favourable market. 

There are local agenci^ of Messrs. Volkart Brothers, llalli Brothers,, 
and Louis Dreyfus & C'o., in several towns of this district dealing in ground- 
nut. 

At present there are no facilities at all -vide paragraph 2 alKive. A.s 
for facilities re<iuired, the possibility is in favour of co-operative stores aii<l 
banks. 

« * « * * 

Banks did not exist in tlii.s district. A brauek of the Agricultural Bank 
of Bangalore has recently been opened at Anantapur but its operations are 
not made manifest. 

There are no hundis in this district. 

3. Landa fit for raiaing irrigated dry and wet crops are worth lls. (WK) to 
Ks. 800 per acre — others (red soils> Rs. 25 to 60 per acre and blackx'otton 
soils Rs. 100 to Rs. 200 per acre. 

Irrigation facilities, nature of soil and proximity to village are tho 
factors governing Die price. 

(u) Generally useless lands are brou^^t for sale. These are worth less 
than Rs. 60 i>er acre. 

(h) A (e) The value of both the lands is the same. 



4. No. A branch of the Agrictiliural Bank, Bangalore, has recently 
l>cen opened at Anantapur. 

No. 

No. 

(o) No uiiprovoinciits suggested. 

(h) By central instiiuiionB. 

5. fn the case of State loans the amount duo Iroiii tlio borrower 
Goveritmont i« K«. 8, ^,000. 

^riiis is for the district. 

The above was worked out from the legi-stcrs ol the oflfiec. 

The a/iioiiiit was ad\arued ior purposes enumerated in (r), ({/) and 

To Government. ^ 

Interest is charged at 7 to 71 |>er <’ent; simple interest w charged on t1^|’ 
umountH left unpaid. Yearly instaiineuts have l)eeii prescribed. 

Yes. 

Yes. 

6. Gotton-ginniiig is in one taluk. Tadpatri. 

iiandsjiinnitig should be encouraged by the Go\cinnient. 

fiandspinniiig is the only remedy in this district a Inch is threatened 
with faniiiio almost every year. 

The Government should finance and if not the co-operative society should 
undertake to dq this. 

6-A. Th(» agriculturists have no supplemental ocenpation. Irrigation 
facilities are woefullj lacking. 


II, — Indi(jenou$ bankiny. 

There arc no indigenous banks in the district. 

lll.—'liivtHfmenf habit and aitrad ton of lajntal. 

1. The existing hanking resources are; — 

(1) C'o-oi)erative societies, (2) Mutual Benefit Funds and (d) Postal 
Savings hank and Government securities. There is no industry worth the 
name in this district tor the people to invest their .savings on. 


Y"os. 

St « « « « 

People of the district have substantially lost the iiabit of investing money 
in silver and gold as their resources are fast dwindling down on account of a 
succession of unfavourable seasons, 

2. No. Perhaps an increased late of interest may iM)pularize the system. 

The period of discharge may be shortened. 

The prohibition to withdraw^ more than once in a week may be deleted. 

Only Government officials resort to savings bank. 

By raising the rate of interest. 

d. No special facilities arc. suggested as few peojde i!\ the district have 
savings to invest in Government paper. Bale-proceeds of produce are not 
at all invested hut spent for subsisteiit'e. Lower orders of the i>eople, more 
especially the labouring classes, w^aste their money in drink. 

Nil. 

No such habit. 

4. No banking system. 

5. Yes. Poverty is the primary consideration and ignorance the 

secondary one. ^ 



evidence of JAlfAM MUHAMMAD ISMAIL SAHIB 
Bahadur, B.A., Kevenue Divisional Oflftoer, Auantapur. 


^ I — Aiii i( uJf ui til eretlit hhaI rretiif fariUth'H for nnoiH itol osirirs. 

3. Tlie Imlk of the agiicnUnral population in the tlistrirt i^ of average' 
.^ueansi if not poverty-stricken. The average agriculturist has sehlom aiiy- 
l4ing lair! hv for iinfore>»een circvi instances. He is almost in necdv circnm- 
Rtanc-es at every stop. Being, hy natim\ a<‘t‘Ustoine<l to this conditioiK he 
not consider the means of repayment Ix'fore raising loans. 

The ainonnts rixpiin^l hv agricnltnrists in the cnltivati«)n season are Mnoll 
are raistKl generally frcnn hn-al inoney-lenrlers ; for eapital and permanent 
Tiproveinents they depend on takavi loans advant'od hy Government ; and 
for s|>ecial needs su<*h as failure' of crops, marriage expenses, ct<‘., they resort 
to local money-lenders and co-operative cre<lit »W‘ieties. In really had season. 
Government also advanc<* loans for fo<lder and other ne(H*ssnri<vs of life. 

For loans advatU'iM] hy Government the rate of Interest now eharginl is 
6\ per cent, in the case of co-opc'rat ive Rf>cieties also the rat4‘ of interest is 
92 per cent. But the rate of interest paid to village moiiev-lenders is 
nsurions, Tt varies in proportion to the nrg«mcy of tin' ryots’ mHMls. the 
nnproduciivity of the invostmeiits and the solv€*ncy <»f the horrrnver. This 
rate ranges Ix'tween 12 and .% fH»r cent. Agriculturists raise loans in kind 
also (callt'd * Nagu ’) from hx al ryots. The interest fi>r these loans also is 
leviefl in kind utuI at ruinous rates. The local iuon<*y-lcndcrs take the agri- 
culturists' lands as s<*curity and cMforc<' rc'payincnt at the time of 
liarvests. (iovernment advainn's loans for |»ro<lnciiv(* f‘f)terpri.scs only. For 
unproduct iv«' cnh'rprises. the agritmlinrists resort to co-operat iv(' societies 
and money-kuider^. It is to the hwal mcmey-lenders (hat tin* agricnlt iirisis 
are mostly indebted. Tlierc are no indigenous hanks or jcu'nt-stock companic^s 
e\c<*pt a nidhj or a mutual honefit fund in towns. 

Fnlcss a detailed enuuiry is made, no estiuuitc* can he made of the 
amounts rcciuircsl for various purf>os4's. 

All the hiiar.cing agemuc's are suhjecd h> sc»veral defen'ts. TlieiX' is no 
(M>-ordi nation Ix'twcen tlu' c<»-<n>erat iv<* society and (iovernment in the dis- 
hnrsc'iiieiit of loans. The rate c»f interest i.s nf)t the same. Thc' liability <»f a 
borrower to the oo-opeuative* sixicty is not awcriaimsl hf»Fore loans are 
advanced hy Gov<u iimcnt. TlnM<‘ is n<» facility in co-4n><‘raiive sex-ieties for 
the repayment of unfjroductive d« hts in longer periods. They do not rerrulnte 
the period of repaynieiit witli due constderation to the repaying capacity of 
the borrower. If necessary, takavi loans mav l>e dishiirsed through the agency 
of co-of>crativc societies. Government officials should have access to the 
rec4irds of co-operative .S4K*ietics hy which alone the credit-worthiness of tlio 
lK)rrow’er can he rorr<'ctly judged. 

2. Tn the marketing of product*, mkldlemen and traders play a promi- 
nent part. Seldom do rvots themselves sell the produce for a fair Price in 
the market. Bv this system the agiMmlturists are put to avoidable loss and 
expenses. They are in the dark as the tendenev of the market ratt's and 
taking advantage of this, the trader or the middleman f)xe.s his own nritc 
for the prmluce. The Slalali ' (or faetor) takes n eertain percentage of the 
prodnix* at 6 pies in the rupee for his finding out n suitable purchaaer. 
All this can l>e avoided hv the estahlishmcnt of ‘loan and sale staietif's * on a 
co-operative basis. The existing co-operative siKueties may l*e ufiliwd for 
this purpose. Such societies can advance money on the scfuirity of the pro- 
duce in the village and get gexx! prices in the market. Tliesc WKieties can 
raise funds by floating delientures with the security of Government just like 
war-3>onds. 

3. The following factors 'ct the value of land -. — 

(i> Demand for lands : (it) availability of lands : (Hi) proximity to 
village ; (ir) irrigation facilities ; ami fr) fertility of the soil. 

The value of the first rate wet lands under private negotiation is aliout 
Rs. 1,200. Tn court decrees the amounts for which lands are encuml^red 
are generallv higher than their value and the decree-holder appropriates t^e 
lands himself. Tn the case of artfxan inams and estate-holdings the occupitPe^ 
rights are not alj^lute to alienate the lands. . 
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4* Land mortgage banks may raise money in all the three ways angiiested 

but mostly from dei>enture». To s^mre Govem^nt agai^ Josa it#ia ' 
desirable that these banks should invest a portion of their capitlU^ in * 
Government deposits. 

5. Unless special enquiries are iitatle, no accurate estimates can lie ibadit^, 
on the lines suggested. ^ 

The agriculturists are mostly iiulehtcHl to the co-oj>erative societies ana 
local money-lenders. The latter levy ruinous rates of interest and the 
Ijorrowers^ property eventually passes over U) the money-lenders in 
cas<*s. The agriculturists are thus turned out of their lands in many cas^ 
To obviate this evil. Acts similar to the ‘Land Alienation Act* of Me 
Punjab, prohibiting alienation of land to noii-agricnlturists should he pasHw.^ 
Anotlier act like the Deccan Agricultmists Act of the Bombay Presiden^^ 
empoaering the Collector of a district to prevent collection, of iisiirious ratfi 
of interest is quite c^ssential. 

0. There are two lo<ul iiidustric's prevalent in this division : (!) manu- 
faeture of wf>oIlen goo<1s (cuinblies) and (2) shoe-inaking. These industries 
suffer from want of organ issation, want of capital and lack of advertisement. 

As e.vpIaintHl almve, the sale and loan siicieties on co-oj>erntive basis might 
go some way to remedy the defects. 

7. There are no ]in|>crial or joint-stw-k banks. 

J I .— huJigenoyK hamhing. 

There are no indigenous banks in this division. 

Ill haJtif nn<i atfracfioii of cnf^itaL 

1. In the rural area.s there are no facilities provided for investment of 
savings. Tt is true that there are postal savings banks but they do not exist 
in each village. It is true there arc co-operative societies but they do not 
offer such a lugli rate of interest as ryots have to pay when they Imrrow and 
hen<‘e they do not deposit amounts in these societies. 



tten evideace of M.RJly. Bimx Bahadxur K. BAIiAKRISHN A 
AT7AB Avargal, Alangudi« Kegapatam taluk, Tanjora 

district. 


/. — AfjriruJfitra} rmllf and vredH faeilith^s for HinaU indunhirn, ^ 

1^1. The present system hy which tlie agrienlturist in iny district (Tanjoro) 
lotnins finaiu*e is as follows: — 

(a) The agriculturist is generally the landowner himself or in the ease 
►f one who is not in a position to attend to the cultivation |>er8onally, a lessee 
who huvS obtained a lease from a landowner for a fixed |>eriod. Expenses 
during cultivation ai'e incurred partly in itind and partly in cash. Expenses 
in kind consist of wages for employees in grain and seetls for sowing. These 
are generallv met from the stock of the previous year’s harvest specially 
stored for the purpose. Cash expenses are met from the sale-proceeds 
of tlie previous year’s jiitkIucc if any surplus is nvailahle after nicH'ting the 
above and after retaining sufficient f|unntity for family consumption. In 
cases where the agrieulturisl is unable to meet the expen.ses in this manner 
owirig to pof>r harvest or hy i<‘ason of his having had to .sell off surplus pro- 
duce to nie(^t marriage or otlier s|M'ciiil expenditure, he resorts to short-ti'nn 
loans from other landowners and agriculturists or from money-lenders. 

ill) Ordinarily agriculturists iti the part of my district with which T 
am specially conversant, vir... Xegapatairi taluk, d») not undertake capital and 
permanent improveuients to their lands unless they have sufficient surplus 
money from the previous year’s produce or unless they have some extraneous 
sourci' <»f income. Cons^Hpumtly loans are resorted to for such cases of dire 
neees.sity only as cannot Im* put off without serious loss to the cultivator or 
detriinent to the lands, e.g.. purchase of plough bullocks, adjustment of the 
level of the fields which have liecome silted up, etc. Tyonns in such eases are 
<»hfained from money-lenders. 

(r) Other special needs of the ngriciilturists are — 

(/) payment of ki.st before .sale of produce; 

(ii) failure of crops and insufficiency of cattle fodder; and 

(ifi) ma?*riage and funeral eeremonies or protrneted illness in the 

family. 

In the ease of (i). sbort-terni loans are taken from people who may happen 
to have money available for lending or advances are reeoived from the pro- 
duce dealers themselves. The loans are generally repaid as scam as tlie pro- 
duc*e is sold, and advances when taken are adjusted with the final delivery 
of the j)roduce. 

As regards (ii), the ryot has to obtain almost everytliing he r<x|uires — 
seecis, clothing, and even much of his fcKul and his cattle fodder — only hy 
Imrrowing, if lie is not already heavily invoU’^ed in debts, or hy selling a 
portion of his lands. In the first ease goes fp a money-lender and in tlie 
latter case to a rich and more lucky landowmer to help him out. The loan 
taken for this purpose is usually for a period of thi-ee to five years ; hut it is 
seldom that the agriculturist is able to clear his debts romplet<dy wiilioiit 
selling at least a portion of hi.s lands. The case of a man with a second 
string to his how in the shape of extraneous income not dependent upon 
agriculture is different. He is able to moot the expenses from the extranoons 
income and hv rigid economy he might he able to rci)ay the loan, if any, taken 
coinnleUdy. A series of good harvests would also help the ryot to repay 
his loans.' But such instance, are very rare. 

With regard to the same remarks as in (it) apply. 

The rates of interest and security demanded in all these cases of borrow* 
ing vary according to the economic standing and the general hahits of 
♦ho borrower. If the borrower has fairly good property, is not of improvt* 
dent habits, and is likelv to he punctual in repayment, he can get 
loniiH for almost all the above purposes at rates varying from 7i to 12 
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cent without any specific security excepting his written honcl executed 
m the foi-m of a promissory note. If, however, he has got only a smajf pro- 
perty but is honest, painstaking, industrious and trustworthy, he may get 
loans for small amounts at 9 to 12 per cent interest. In all other casM the 
land or house property has to l>e offered as security and is mortgaged in 
favour of the lender. Loans thus obtained bear interest generally from 12 t# 
15 per cent. In exc-eptional cases the rate goes up to even 18 per cent. 

The part playful by Government in agricultural finance in this part 5? 
the distri<^t is practically very little. Takavi loans for purchase of cattle 
or for permanent agricultural improvements are stated to be available at 
ohout 7i per cent interest per annum. But this source of help is not fully 
utilized by agriculturists for tlie following reasons: — 

(a) Ignorance about the formalities and the detailed procedure m 
which such loans are to he applied for and obtained. 

(h) The long delay that usually takes |)la(‘e V)etween the dates pf appli- 
cation and sanction, and also the uncertainty about the success or otherwise 
of the application. g 

(<;) The fact that one lias to satisfy a number of in ter modi ary oflfioials 
before such applications can even he sent n]> for consideration and other 
similar inconveniences. 

The Tuipeiial Bank of Tnclia does not give loans on landed security or on 
standing crops. The new branches that have been opened cannot be said 
have been of any use to the agriculturists as such. The agriculturists do not 
as a rule deposit their surplus money, if any, in tliat hank nor can they 
ol)tain any loans from the hank except hy depositing gold or othei’ valuable 
ornaments as securities. Almost the same remarks ap)>iy to joint stock 
banks. The latter class of hanks, further, liave only a few branches in the 
mufassal places and that too in urban centres only. The Imperial Bank and 
joint stock banks therefore play practically no part in finaiu*ing the agri- 
culturists. 

Co-operative banks (including primal y societies) are doing good woik in 
financing agriculturists in tliose places where the banks and societies have 
been started. But as there are only aliout lO.OCM), such .societies with a 
membership of about 543,000 in this Presidem y again.'^t a rural population of 
38,590,000 and 52,862 villages there is ample room for the spread of sucli 
co-operative credit societies. I am not aware of the existence of any indi- 
genous banks in the Tanjore di.strict, hut tliere are a good number of knttii 
chit systems and some fund offices, nidhis, etx*. As reliable statistics about 
these are not available, nothing definite can he said about the iiart played 
by these in agricultural finance. But my general impro.ssion is that such 
societies are .started at the initiative of one or two int<n*ested individuals and ^ 
the loans obtained are used jiurely for general family expenses of the culti- 
vator and not for any productive purposes connected witli the land. These 
are acting independently of other lianking organizations and co-operative 
credit societies. 

In this part of Tanjore district the Nattukottai Chettis who u.sed to deal 
in money-lending hav^e withdrawn from such business and there is now no 
separate professional class of money-lenders like the vSowcars,. Marwaris and 
Banias, as in the north. The money-lender is generally a man with a fixed 
monthly or annual income or a rich land-owner who happens to have surplus 
cash and the most important part in agricultural finance is played by them. 

It is they w'ho lend almost all the money required by the agriculturists for ' 
cultivation expenses, special needs, etc. 

The details about this class of money-lenders are given in the replies 

Tinder Section TI. 

y 

Between the co-operative societies and the above money-lenders there 
is not much co-ordination or even appreciable competition. The monev- 
lenders if they are also traders or merchants miglit pos.sib1y get loans in 
their latter capacity from tJie Imperial Bank. ^ 

The chief defects in the present system of agricultural finance are: — 

(a) Government loans cannot be obtained ip sufficient time or without 
considerabk trouble and inconvenience. 



, (h) AgririiHuriKts have to rely too inueh uj*ou indivitlual iiiom>^y*teruieiti. 
'Pboso^ uioiK\v-leTulei*s are naturally interivnied in keiuiing the tigriviiliuriaU 
perpetually in debt as <dherwis.» they will have to keoi) their money idle 
ati«| are Um> conservative and timid to go in for other forms of investment. 

(f) Co-oporative and agricultural primary societies are not suftteient in 
^nuinher to meet all the ie<|Uirenieiil« of the rural population. Further, these 
societies, where they exist, cannot giv€^ fairly long-term loans to enable 
" t!ie agriculturists to rtxletnn their old dolits and effent improvementa to 
their land. The maxiinuin period for w^hich loans can ho ohtainod from 
these societies is only five years. 

(J) Rural indigenous hanks and hankers are lacking in organisation and 
strict business metluKls and have practically no su|)orvisioii or ehcH*k. Borne 
0f them do not even keep their accounts clearly and correctly. 

The only way hy which this state of alfairs can he remedied to the 
advantage of the agriculturist is hy Ciovernment aiding the creation of 
more c-o-o^ierative village hunks and granting whatever takavi and other 
loans they can afford to tlie agriculturists tlmiugh these hanks. In the 
initial stage Government or some other central hank should guarantee a 
certain minimum rate of intere.st for the shares of the village hunks as 
otiierw isi* there may he s<mie ditiiculty in raising the required nuinher ol 
shares. Such village hank-> working on co-o])erative priiu'iples will repluco 
gradually the indigenous hanks and hank^^rs. The experieixo of the Puiijuh 
in res|»ect ol these village hunks as descrihed in Mr. Darling’s Rook “The 
JNinjah Feasant in Frosperity and Debt “ w ill he very uscdnl in forming 
similar hanks in this Fresidencs . 

‘J. Marltfimj. Tiw chief crop in iny part of the district is paddy. I’he 
jMolessional dealers or intermediaries or agents to merchants in towns go 
about the villagc^< and arrange to buy .stocks and supply them to big 
merchants ami rici* mill owners in towns. Export to outside districts or 
out of India is ai ranged hv these mei<*hants and mill ow ners. In the case 
of .small landholders, .some of them are already indebted to the dealers for 
cash advances for revenue kist to Governincmt, cultivation or family e.\j)c*nses. 
Tlie prixluce is .sold in such (*n.ses in repayment of tlio advaiU'C. lint the 
wealthier landowners who can afforil to do so generally hold stocks for soino 
time* waiting for a rise in price and .sell them, ultimatcdy , to the dealers and 
intermediaries referred to above. 

The dealers or agents pay down an advance immediately the sale i« 
settled, and the balance is paid in cash either on the final delivery of tho 
grains or on .some date thereafter fixed by the dealer. 

Other agricultural produce such us vc*geiahle.s^ fruits, etc,, are sold ill 
fairs or shandies (tSFj 5 €S>^) which are held at different places on each of 
the wiHik days. 

Co-operative pools for marketing produ<*c unless strongly aided hy Govern* 
inent are not likely to he success! ul owing to the general ignorance of co- 
operative |>rmciples and the want of corifidemo on the part of the rural 
population engendered hy the failure of several hanks and Nuttukottui 
Chetti firms during the past two deciulos or so. With the spread of village 
hanks on eo-oj>erativo line^i, which will educate the massr^s in regard to co* 
()[>erative principles, this work of co-ojH»rative sale of prcKluce may come 
to tie undertaken hut Government must l>e prepared to play an tUTtive part 
ill the initial stage.s. 

Internal remittances of merchants in rural parts are conducted chiefly 
by the facilities afforded hy tho nast office and by de8[)atch of mcj»sengert 
to places wdthin their easy roach. Hundis or other forms of negotiahic 
instruments are not used hy tlie rural merchants and traders on agriculturists. 

1 believe that there is go'^1 sco|)e for Government assistance to the agri- 
culturists in regard to the marketing of the latter’s pnxluce in the way of 
opening depots, supplying reliable information regarding the prices at 
which grains will l>e Ixiught and sold at the depots, etc. 

3. Valu€ of land for ixiddy crop*, — From lls. 5U0 to Rs. 1|000 par aerg 
in purxdiat^e by private negotiation. 



Factors affociing the value of land in such cases are: — 

(a) the dogr^ of nec^essity that causes the owner to sell it : 

(6> the quality of soil and facilities for its irrigation and drainage: 
(c) the ec*ouoxuic circumstances of the x>iirchasei*. 

Cases of sale of land by court decree and by Government auction for 
non-payment of revenue sometimes occur in these parts and the prices in 
such cases vary between Ks. 200 and Rs. 250 per acre. The factoi*s affecting 
the value are the quality of the soil, the requirements for the particular plot 
of land on the part of the intending purchaser, i.e., the locality ol the iuiid 
in relation to the other fjai*ts of the purchaser's xiroxierty and the auiount of 
money that he can afford for the x>urchase. 

4. No legal impediment exists to mortgage of land in this province. 

A Co-operative Land Mortgage Bank is at Tanjorc. Four or five other 
land mortgage banks started on co-operative principles also exist in other 
parts of the Presidency. But so far as 1 know, the Tanjore Bank is not 
prominent in its activities. 

Land mortgage banks with the object of providing long-term credit 
facilities to the agriculiujvhts are a long-felt necessity. 

I’he broad jirinciplos on which these banks should be created are given 
below ; — 


tUipHaJ, 

The working capital of the bank should be derived largely !>y is.suing 
negotiable debenture bonds carrying Government guaiantt*e lor iiiterc‘st. 
Government should take a large i»ortion of these debentures by investing 
their trust funds. As demand from ryots for these dclKuitures increases 
Government can relinquish their holdings gradually. Caxiital from dei>osits 
is not likely to be appreciable. 


Security. 

Those debentures should be floated on the secui ity of the aggregate of a 
series of mortgages and not on the mortgages of an individual’s iaiid. Xlie 
credit of the borrower uiul the value of land proposed to be mortgaged 
by him should bo assessed independently by Government officials such as 
Tahsildars in communication with the llegistrutioii Bepartnieut and by 
officials of the co-operative societies. 

Terms o/ loans^ etc, 

(1) Loans should be given on adecpiate security up to a maximum period 
ol twenty to twenty-five years repayable in aniiuul instalments. 

(2) Right of summary recovery on iioii-payment of iiistalmeni should 
be vested in these banks to be used with care and discretion aiuf after full 
examination of the economic condition of the borrower. 

Interest. 

Such mortgage banks may borrow money from Government at the same 
rate as or slightly higher rate (say i x>er cent higher) than that obtaining 
for Governments long standing tcnii loans — ^say 51 to 6i per cent. 

interest at 8 per cent may bo charged from the banks’ borrowers. 

Objects. 

The object for which loans should be restricted to : — 

v(i) To liquidate prior indebtedness. 

(ii) For i)roductivo improvements or purchase of capital equipment or 
machinery for land. 

6. Mural indebtedness: — 

Sir Frederick Nicholson estimated in 1896 the rural indebtedness of the 
Madras Presidency at about 46 crores of rupees. In Appendix IV to iiie 
evidence of Mr. N. Macmiehael, I.C.S., before the Royal Agricultural Com- 
Wssioni 1926, some statistics are given about the indebtedness of the ryots 
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in tyj)icttl villages gatliero<l from He»4»ttleuieiii Schoiiu? RepertvS. So far as 
til© intormation rt^lating te the Tanjore lK4tit artni is (HiutHMnodj it ks given 
bfsioa^ : and niy general iini)rcHsioii is that those figun's are reasunuldy correct* 


Tmnjitr^ DtUa, 

Kumber of villages examined. 42 

Amonnt borrowed on mort- 
gages. • . . . . • . Us. 4 ,04,<IU5 

Unsecured debt .. .. *» 6,20,970 

Number of rj’ots examined .. 1,602 

Number not in debt .. 897 

Peroentage of lyots not in 
debt 6*5 


Ori^tn 9>f 

TKE OEKT, 

Land purchase . . . . . 18 J 

AlurriAges .. . 20 

House cunst rnction . . . 1 

Ordinary family expenses . 42 

Litigation.. * 8 

Trade and speculation . , 3 

Discbarge of old debts . . 7 

Other causes .. .. . 4 

100 


Some u>elul iniormation regarding rnral imlehtednoss is also eontained in 
Dr. Slater’s “Some South Imlian Villages”. 1’he reeorils ot the Registra- 
tion Department will give a fairly eoritx-1 figur(> regarding tln' dehl secairtMl 
on mortgages. Jleyond tluvse no other source <»! information exists at 
present for estimating rural iiidehtediiess. An emiuiry instituttnl for tfie 
purposes will he useful. 

The child reasons tor imh'htvMlmvss in my \ illagt' are: - 

(o) Ordinaiy family expenM.‘s owing to tlie msuftteieiiev of the income 
frenu iaml. 

{h) Payment of eailit^r debts and growth (»f j)i'evioUs dehl, its interest 
not having heeti i)a!d. 

(r) Kxpmises for marriage and other ceremonies. 

The debt is largely taken from tiie luont'v-lenders of tin* class relerrtHl 
to in answer to question I al>ove. As explaiiieil therein the rates of interest 
ehurged vary from to lo per cent. Loans are taken hy giving pioinissoj*,v 
notes or executing mortgage tieeds. Repayment of ileht is <ompnlsorily 
enforeisl through eoiirt only when the tK)rrower gm».s on adding to Jus 
debts or wlnm there is leiu ated failure on the part of the hoj rower to 
pay inteii^t when tiue or to lepay tin loan when urgently reqiiiriHl hy the 
lender. Otherwise the loan i.^ allowed to (‘ontiniie. in fact in some* places, 
in the case of resj>e<tahle pt'ople with Kuh.stantjal pn>perty, repayment ot 
loans i.s not desired hy the lenders. 

0. The subsidiary .industries prevailing in my |)art are chiefly : Rice 
milling, garden growing and weaving. The fanner hu.s feuffieient work to 
do during the off-season if only he has the will and the finance resources. The 
off-season usually lasts for almut throe to four months and that is the time 
for adjusting the level of tlie fields hy <ligging. cte., lor clearing the ae- 
cumulated silt from the irrigation channels and for arranging ft>r the dis- 
trihuiion of cattle uud otlier manure on the fields. The farmer a^ipearH to 
be idle during this time, only laxatise he has not the rcHpiisiU* fiiiatu-e or 
because he has to utilise the available money to more pressing rtHpiireuients 
jiueh as the marriage of a daughter, ote. 

7. The relation between the different hanking eoneerns and agencies has 
lieeii explained in iny answer to question i. There is no conim^tition l)etw*oeu 
co-operative banks and joint st<KK banks in rural areas Lir the simple reason 
that the latter have no branches in rural parts. 

My view is that tlie co-operative iiioveinent, particularly on its banking 
aide should be .stimulated hy — 

(a) Employment of a large, well-paid peri(mUftic staff who should giro 
attractive lectures to villagers on the advantages of co-operative hanks, etc*, 
by citing examples of the successful working of these institutioiiH elsewhere 
and should demonstrate fully the methods by which the institutions are 
worked. They should also prepared to assist the villagers in forming the 
banks and actually w'orking them. Enthusiasm and interest in the work 
ahould be created^ maintained and stimulated from time to time. 

(b) Ineiusion of debentures issued by central co-operative banks in 
the list of trustee securities* 

(c) Beauiring the Central and Imperial Banks to lend out their idle 
money to Village banks at cheap rates. 
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//. — Indigenous banking. 

1. T)io iiuligonoas bank or banker in this part of the Prcsideuty lua^^ 
be either 

(a) the kutu chit orgunizatiuii 

or 

(b) the money-lending indi rhinal. 

The kutu ehit system is one in wliieh a limited number of men join 
together and subscribe specified sums at specified intervals; and the 
whole sum 8ul)scribed on each occasion is drawn l>y lot. ^J’he winner of 

the lot takes the sum. On the next occasion of the drawing, the winner of 
the previous draw' is excluded but he continues to subscrir>e throughout 

tlie entire period originally fixed upon. The period i.s determined by the 
number of members joining so that all subscribers might rt^ceive their 
turn of the winning lot onee. Instead of casting lot, a systojii of auction 
i.s also prevalent. liut, in any case, the loans taken under this .S3’stem are 
used for ordinary eurrent expenses. 

As regards tiie inoney-leuding individuals, they do not form u separate 
professional class. Hough ly all tliose who have spare money — ryots, 
merchants, retired officials, shop-keejiers, and vakils — lend it. lii some 
parts of this district, Natiukottui C-heitis used to conduct money- lending 
husiness as a [irofessional class; hut now they have their activities chiefly 
in Madias, Cdiettinad, Jlnrma and Mahn- States. In vilbiges the chief 

classes of lending are from (/) ryots to ryots, (//) landloids to tenants or 

lahourers and (///) merchants or produce dealcr.s to landlords and cnltivaU rs. 

{i) Jjeiidiiig iK'tw'oen ryots and ryots i.s the most prevalent form in thi.s 
di.strict. The ryot who is in a fortunate position to lend may himself in 
course of time liecome the borrower if he is solely dependent upon agii- 

culture. Th.e chief occupation of tlie ryot i.s agriculture and money- 
lending is only u .subsidiary occupation which i.s resorted to when ilicje 
is sjmre money available from the pnxluce of bis land. iiending i.s doiu^ 

upon iH’o-notes oi moitguge according to the ec'onomic staiuliug of the 

l>or rower. 

Tliough lending one's own capital is tJie only banking liusine.ss amongst 
this cla.s.s, still it is not unusual for a w’ealthy lamlowner to i eceive deposits 
ol cash from widows, orphans or poor relatives who liave mom^v to deposit 
and who require .some trustw ortli^^ person to take eliarge of their mone.y 
and also allow interest. The wealth^' man receives these deposits not 
hocuuse he luis need of them for his hanking, or more strictly lending 
bu.siness, hut liecniise he inspires tru.st in thi.s class of depositors and 
hecau.so it is more or less accejited in usage as a social obligation. The 
deposit money thus received may he viewed in the nature of trust funds. 
Nino per cent i.s the rate of interest usually allow’od upon this type of 
deposits, 

(ii) Lending from •landlords to tenants is chiefly for effecting improve- 
ments on lauds or for cultivation expenses of the latter. Such lending 
is a regular incident of the system, iinpl,ying the relatiou.ship of landlord 
and tenant or agricultural labourer. Such loans do not come .stri(‘tly 
within the term of husiness lending Imt more of a nature of social relation- 
ship, particularly in the case of loans from landlords to lahourers. The 
rate of interest is usually low and often the recovery thereof is waived. 
Loans from landlords to tenants are for effecting improvements to the land 
or for the ])urcha.se of cattle or .seetls when the tenants have no lands of 
their own. ft is not uncommon that the tenant ma.v be richer and be 
farming a poor ryot’s land in which ease no loans are ta'ken. 

(iii) The ryots who resort to morehants or dealers for loans are usually 
thme who eaiinot find sufficient money for their ordinary family 
expeq^ie.^ by the sale of the produce of their lands. Money for 
this purpose may he required before the harvest sea.son and they can- 
not get it from their rich brother i-x’ots in the village as the latter might 
have alread.v lent their surplus money. Usually even those w^lio had sur 

S ins money and had lent it elsewhere, go in for advances from ptoduce 
ealers to be adjusted with the delivery of produce. 

2 ife S. The extent to which the indigenous bankers (as classified in 
reply to the first question in this section) finance agriculture may be 
gathered from the lact that these are the classes of money-lenders whe 



IQppty all the money requii’eil by the ryota in the event of failure of 
^iirvest«i. Two essential conditions ueccissary in any organitatioii tlmt 
moy ^ devised for supplying cmlit to the rural population, vi*., 
proximity and are found in these chisses of money lenders. This 

explains the dominaiu'e of inoney-lenders in rural finance in this district 

and the absence* of any pim-t* for the Imperial Hank and the joint-NtcK’k 
hanks in the financing of agriculturists. IVfects In this regime of nvoney- 
lendei-s of course exist and they ait' <<i) want of organisation and {h) too 

much dependeiu'o upon the individual whim and capritv, gitH'd and avavic'e 

of the lender. In tliis regime the lenders also are not free from disudvan- 
tage. They Imve no t'ertain or systtunatic* avenues of iiivesting their 
capital as would he availahle in an organirtHl hanking system. TViey have 
sometime.s to take too much risk and as they do not jio.ssc'ss power.s of 
.summary riHoverv or rather as they cannot he trusted with such powers, 
they ait' put to eoUNiderahle expense, dc‘lay and cvem loss and fraud in 
the it'covery of their loans. 

With the exc'eption of the merchant class of lenders mentionc'd in the 
renly at (o) {lii) to cpiesticm 1. the other moiu'y-hmders have nc» connc‘xioii 
with the ImrM'rial Hank or joini-stoc'k hanks. 'Phe nierc lmnt 'dass might hn\e 
accounts with these hanks, especially tlie Tnipc'rial Hank, in the capnc'ity 
of tVnclers. 

The amount of capilal invc'stc'd canmU ho slntc'd separately in respf'ct 
ol these' nioiicy-lending classc's n.s no specific* ear-marking of caidtal take.s 
place. Whenever* snare* money lie<*onH*s a\ailahle, it is lent m;t. If they 
<*aniiot find profitahle and safe avc'nuc's of lending tiudr monc»y, thc'y 
might utilize' the monev thus availahle' for their agricnltnrnl and trade 
i>itrpose‘s. If for any of tlu'se purpose's, lemding or tiadc* or ngricnlt iiral 
iiui»ro\ cments. thc'ii' <u\ n inoiu'v is insuffu-ic'nt . thc'v rc'scn*! to shorl-tciun 
borrowings fr'>*n others of the* same' class who ha)>pen to have' the' rc'Cjnirod 
money. 

Thc' volume of tin' hnsinc'ss of these lenders dc*|>endK thc'rc'f'uc* upon the' 
spare moju'v available' for lending and tin* dcnunid for the' same. 

Expense's ioi' lending are prin t i(*ally nil in the (*asc' of tlu' lc‘iidcrs. 
They ai<‘, lioaevc'r, in some ca.se's pul to consiclerahlc' c'xpensc' in c'ffis'ting 
recovery of tlie loans, 'Phis ha|»pcns when loans are givc'ii to impiovideni 
individuals or on donhtful sc'enrity. 

4. Hundis are not used by these' agric*ultni ist lendc'i;^. Toans are 
grante<l and taken generally on promissory notes written in Tamil A 
Bamph' wording of the pio-note form uschI translated in English is given 
below : — 

Proulhsory note execute I on (date) to A pon of. 

residing in. (villagr'i iidub by /?, won of 

reading in (village) falnk. I hate this day received 

from yon in cash a loan of Ra (in words) for ..(purpofe to be 

specified), 1 undertake to repiiy tbe said ainoonl to yourself or to your oidcr whenever 

desired, with interest at, . , . . , , .per cent, per from this date. 

* romiuo 


Required number of 
one anna stumps to be' 

affixed. 


ftigr4ed. 


irifuf’s.fes, — Generally not less than two. 


5. Replies t*o this question are confain<Ml in the answers to rpiestions 1, 
2, and 3 in this section. 

6. The rates vars’ usually from 7i to 15 jier wmt. With the sufistitution 
of organized ci*edit for that of the money-lender hy institiiiing village 
hanks on oo-operative principles the rates of interest may h<; regulated 
so that they may stand in the itc'ighhourhoocl of 9 per cent. The rates 
cannot be very much reduced further. The further reduction of rates, 
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l>ven if it were posBible, will not, in any view, confer much benefit to the 
agricultural community as ^uch facile and easy credit might result in 
increased borrowing. The ideal to be aimed at is that the agriculturist 
should not resort to borrowing except for effecting an increase in the 
productivity of his land. Without considerable spread of knowledge in 
regard to the ways in which this increased productivity juay be brought 
about, easy credit will mean not" spending the monev thus obtained in 
agricultural improvements but in improvident expenditure. So for the 
pur|>ose of agricuittirni improvement and progress though < veiy^ credit is 
a necessity, it should not precede the spread of full know'Uslgo as to the 
ivays ancl means by wliirh progres.s in agriculture is to 1 k' attained. 
Without increases! productivity of land and iruu-easwl income, no real 
improvement in ilic standard of living of the agriculturists can be effe<‘ted. 

7. There is no pi’ejiidice against money-lenders in these parts. The 

money-lending classes are sufficiently protecUnl in law. The dealings of 
these money-lenders are usually conducted on sound lines though in some 
cases the accounts are not kept so clearly or correc*tly as is desirable. This 
has far reacliing effwts in the rural economy. The renlaceiuent of this 
class of unorganized lending by organized village banks might ini|>rove 
matters. There is no other way by which the accounts of thes#» indiwdnal 
money-lenders can bo chotked, audited or supervised. 

8. The whole drift of this minufe of evidence is that indigenous money- 
lenders sliould l>e replaced gradually by village hanks. These banks by 

attracting savings depo.sjt.s will encourage thrift. Their n)ctbods and 
terms arc public. Their system of lending will do away with the existing 
state of continued indehtedness in the case of small farnru’s, as r(‘pny- 

ments in easy instalments will he insisted upon. The villageis will learn 

excellent lessom*. in co-operation w’hi(‘h will hebiful to ti>em in other 

respects. Government can hoi]) in the starting of tliese hanks through 
their Go-o|)erative Department and hy granting fiscnh legal and executive 
privileges to these hanks. The hanks should he on the lines organized in 
the Punjab. 

f). As alreadv stated, expense.s in lending are not much for these 
money-lenders. The average rate of interest whicli they obtain, viz., 
about 9 pel* cent, may bo viewed a.s theii* net return. 

10. The demand-s of the agriculturi.st's are met by the bnulers in full. 
]f they cannot get money from one lender, they can always get it from 
another. Improvident classes of horrow^ers with extravagant habits may 
not get money easily unless they mortgage their landed or house property. 

n. The indigenous money-lenders do not suffer from lack of money 
for lending as they are not a separate professional class with money- 
lending business only as their chief occnpati()n. Except to get loans from 
the lm])erial Bank, the joint-stock hanks and the co-o])erative banks, 
it is not to the interest of the lenders to be connected with these hanks. 
They do not desire to deposit their money with the hanks in onestion as 
the interest offered is very low. The hanking facilities that may come 
to 1)0 afforded to the ryots will automatically benefit the money-ion dei-s 
also in their capacity as agriculturists and link tlieiu w ith the money market. 
There is no competition between the indigenous hankers and the nhove- 
montioned joint-.stock banks and the Tmpm’ial Bank. 

12. The replies to these questions are in the negative. 

III. — Jnveatmpnf hahif avcl attraction of capital . 

1 St 2. The existing institutions for ericonraging savings are: — 

(rt) the post office savings hank, 

(h) the savings bank section of the Imperial Bank and joint-sto<*k banks, 
(f) post office cash cei'tificat^. 

(d) kutu chit system and nidhis, 

(c) insurance facilities offered by the Postal Department and other 
insurance companies, and 

(/) provident funds and family i>ensiQn funds of Government and 
other large employers. 
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Of these (a), (h) And (<'> are tieinn; utilised by the Urban middleelsss 
^HBOple^ (d) is prevaleni in rural areas as als«> in urban c'enti'es lyit not 
tpery audely, (r> uiid (/ ) cases ar*' s|>eci>illy for Government employees and 
others who have ix'gular aHsuixHl monthly »nc«mM\ It will, thei'efore, Ihi 
A eon that the rural jKipulation iii the interior parts of tht» rmintry do 
not possess as full fwilities for sirvinja; and invest iiieut as are desirable 
In fact tliev can utilixe their spare money only by lending to other ryots 
and this is tieinK done as explained in the answers in the pivtsHlinj: MH'tion. 
Post office savings hanks do not attract rural deposit-oivi for the iinei'i^st 
aMoo*ed in these hanks is very low. Kutu chit system hy its very nntnre 
ran lie run only hy a fea* individuals and that for a limited tiim' only. 
Provident funds and inHuriiiu’e facilities are for reguhir suinried ptMiple 
and cannot prove usefnl to the ryots. Post offi <‘0 cash (ertdieates aro 
proving popular hut not yet widely in the rural parts. 

With a view' to extend the faeilitms for saving, a larger nnmher of 
post ofiit*es doing savings hank work with adcH|UHtc staff may he I'reatml 
ill the interior places, the amount wdiich can he deposited annually in- 
ereas€Kl at least to Its. 2,000 and the rates of post offi(^^ savings hank 
interest raistsl to at least 4^ j>er c<»nt. The advantages anti terms of post 
office savings hank should Ik* widely advertistHl in vernaculars just as has 
been and is iKung done in res|HM*t of mist office cash (ertifh'ates. The 
uaefiilnoss of post officer cash certificati^K in rural areas might Ik> inereaKcnl 
by issuing them in vernaculars also up to a certain amount say Hs. 100. 
The prescHit terms of issue of these certificates should not he reducx'd. 

As regards the ])eo[)le’s habits to invest in silver and gold, 1 think that 
there is no undue hoarding and h»eking up of money in gold end silver. 
Acrording to one’s social and cM"onoini<- standing, an Indian aoinan has 
to possess some jewels; and the family Khould n©<*c's8arily hiiv** some silvei 
utensils. Htyvond thi.s no undue exocnditure on or accuniul.iiion of gold 
and silver t4ik<\s place nowadays whatever might have Ikkui tlieir hahils 
in the past. 

There is no c'onnieiition l>etw'eeii Government Post Offi(*e cash c'crti- 
cates and Treasury Bills and hanking deposits for the following i reasons;- 
(ci) The customers oi hanking institiitiouH and hankers are gem*rally 
of the wealthier class, 

(h) thi.s class of people are not attrac'ted hy post office cash cci lifcatc’s. 
It IS the niiddlec'hiHS (KMiple who do not find it convenient to .c(‘cp n hanking 
account who invent in thc^e cortific*ate«. and 

(r) there is a limit to an individual’s holding in the cash certificate's 
and so there cannot he any appr<H‘iahle inveslinent hy tin* •vcaHliy class 
in these certificates. 

For the purpose of increasing the usefnlnoHS of post offic'c savings 
hank:, a suggestion has hecn put forth hy responsihle jMsijiIe tliat the w ith- 
draw'al form might l>e made a nogfitiahle instrument. From n inral 
point of view, this is fraught with dangers and gneat pos.sihilities of fraud. 

3. Gorrrnrnf'nt aruJ other tterurifien. — Except in the Presidency town.s 
where there are organ issed .si<K*k exc-hanges and where Gcivc'riirncnt st^cn- 
riticis can lie obtained and sold through brokers, thc^se se^'oiritics can Im* 
purchased only from the Imperial Bank and its liranches. There is no 

facility for the mufassal public to sell back their Government or other 

securities. 

If small investors and agrk'ultiirista are Ut invest in Government and 
otiier securities, such securities should satisfy the follow'ing rornlitions: — 
(a) an assuranc'c that the principal amount iriveslefi will not 1/^* h»st 
altogother and wdll fie nrailahle him w'henever he dcs<ire.s to have it 

hack, 

(h) that the income which the M^curity is e,xpected to yield shall 
not l>e a fluctuating one hut sliall come at a steady rate over a fairly 

long period, and 

(e) that if an>'thing go<»K wrong, lu* will not have Ui I brow gixkl 
money after bad and fie draggecl into additional lialulities. 

The fact that the secuiritiea do possess oil these qualiticm should W 
hrofjght prominently to the notice of the agriculturists and small investor^. 

Short-term Oovemtuefit bonds floated on these lines and well ady«T« 
tised in the rural parts might prore popular. 
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Mahits of people in regard to money . — In rural parte irhen people get 
money by sale of produce or through any other cause such as repayment 
of a Joan, an average consei^vative cultivator who has no debts requires a 
large part of this money to be paid to him in currency notes r.nd the 
remainder in silver ru|>ees and small coins. If he is able to soimre some 
suitable landed or house property he does so as soon as possible. Otherwise 
lie k^ps the currency notes tied and intact in a trunk or safe until some 
one in need comes and asks for a loan at a good rate of interest say 0 to 
12 per (tent. If the security (specjific or general) is good, the money is 
given on loan. If not he waits and waits until ho is able to s<H*ure a 
suitable borrower. The money is lying all the time in the safe <.r the 
trunk unless he i.s relieved, as it happens in some cases, by burglars. He 
uses the cash that he receive<l in rupees and small coins, for current 
ordinary expenses throughout the year. In the case of tho.se farmers 
who have debts, the money received is ii.sed for part repayment of debts 
or payment of interest after reserving a certain portion for cnnent 
expenses. 

In urban parts, the middJeclass people, when they get monthly or 
periodical salary, distribute a large portion in settlement of the pre- 
vious month’s dues, and the balance, if any. is put into the post office or 
r>ther savings bank. These are sometimes drawn back at the end of the 
month for current expenses which have to ho met in ca.sli. Of ('onrse there 
are people who pay for everything in cash and theso men after depositing 
a certain portion in the post office saving.s hank (if they hare .«!uffi(ieiit 
inoiu^) keep the balance in hand for current expenses. 

The labouring classes, however spend a portion of their money in pur- 
chase for their daily requirements and generally squander the remaining 
in drink, purehase of cloth, etc. They have rarely any surplns left for 
savings bank. 

Some of the agriculturists, it should lie added, sfiend their money on 
rer^oipt from produce .sale, as follows: — 

(1) in payment of interest on loans obtained or repayment of loans 
if this can be afforded and 

(2) purchase of cattle, clothing and food requisites for the whole 
year in one lot. 

This class of people do not keep any money in their hands. For petty 
expenses they have to go in for short loans and advances from produce 
dealers to ho adju.ste<l on the sale of the following year’s p?oduce. 

4. The cheque habit is prevalent among the superior class of officials 
and fairly big traders in urban centres. Tt bas not touched the other 
classes for the simple reason that tliese other classes of people find it 
inconvenient to go to the hank and wait there for .some time to cash 
the cheques drawn by them and their ordinary item.s of daily expenditure 
do not admit of payment by cheques. Further, these classes of people, 
after meeting their ordinary ex]>enBes. have not much surplus left to be 
deposited in a current account in a bank and to be drawn by cheques as and 
when required. If at all there is surplus thev would prefer to deposit it 
in a place close by, such as the post office, and withdraw it when required. 

In rural areas the cheque habit has not spread at all for the reason 
that the hanks in most cases are far away and the people are not cxlncat- 
ed enough to know what cheques are and how they can 1 h> used. 

5. The view that banking and investment habit is of slow growth in this 
country is true in respect of rural areas. In big urban centres and 
Presidency towns, this is not correct. The reason.s for the slow growth in 
the rural parts are: — 

(a) the innate conservatism and suspicious nature of the rural 

popniayoll, 

(h) the lack of safe and easy banking facilities in clase proximity, and 

(e) the ignorance of the people of even the facilities that arc aefually 
availabto. 

The opening of new branches of the Imperial Bank of India has bee* 
of some aenriee in creating banking habits but it can only lie compared 
to a drop in the ocean. In the creation of village banks on eo-oporatire 
lines aidM verv much hv the State in the initial stages lies the true path 
qf spreading hanking hahi^ awiongst India’s masses. 



Written evidence of the President^ Qudlavaileru Co<operatiTe 
Land Mortgage Bank, Lixnited, Qudlavalleru. 


OeneraL 

Thti geiierul nw<lj> oi « \ i\vot iiiuy \to jas Hhort-iorm and 

loiig^Ujria credits, the lonaer tor current e>i|>ensoh incurrtHi for cultiva- 
tion and the latter for redemption of prior debts and perinanent imi»rove- 
menu of iaiidh. The one i« im^t to soine extent by the village (t^-operativc 
soA’ieties. With a view to ineid the other prpnarv hind mortgage l)uuks 
have recmitly lH»en sturteil in this Presiilem'.v, 

The (iudiavallei u (\>-oiK‘rutive Lund Morigagt' iUiiik was starteil in Uie 
Kistna district in the year 1925 with an individual inaxiinuin iKirrowiiig 
l>ower of Its. 1,(>00. Its opeiations extended to 44 villages of (itidivadu 
taluk and it at tii'st linaiuefl only towardK redemption ot prior mortgage 
debU. AfUu- a year of its working the I.M.B.P. was eiihanccHl to Us. 2, IKK) 
and it was also aliowe<l to tinunee towards redemption iif all kinds of jirior 
debts. Amither bunk of this kiiiil was siarttHl a year ago in the Haiulai 
taluk of this distriet at X'adiamaniiadn with a jurisdietion of 25 villages 
and an I.M.B.P. of J{s. The banks bav'e finaiictHi to an extmil 

ot nearly four lakhs and one lakh respectively and liav(* proved ot great 
nso t4) the hnal middle-ela.vs ryois hy lelii'i'ing tliem Irom the elnUhm ol 
the local sow(ar> wh(» linanei* them only with ihi' idea ol annexing Unnr 
lands one dav or other. It has rvHentlv Ikhmi res»>lved to enhains' the 
I.M.B.P. to Hs. 5,()(K) wliieli resolutii>ii .still awaits registration and unless 
it is done these banks will not be of mueb use to tln» higher elass ryots 
who have dehts ranging Irom two to live llunisand. 

The smcessful working of luinl mortgage banks depends upon their 
power to raise (h'benture inoiicfy aiul upon close serntiiiy and eoi i*e<'t vulua- 
iion of tin* lands mortgaged to the hank. 

1. Fuinis. — Funds of tln‘ bunk are being raised now only by Moating 
(h'hontures. To ernsjiirage the pnblie in buying the laml mortgage bank delM.ui- 
tnrt^j the delientiires slmuld 1 k» inmio eiirreiit like (hiveriiinent promissory 
notes in all the co-ofK*rative institutions as well as the Imperial Bunk 
lor, as it is, buying of l^.M.B. delHuitiires is to Imk up the money 
for a pretty long pei icsl of twenty years Avhi<'h is often felt not welcoiiH' 
liy any hn^al pnixduiser. The delK^iitures should also l»e accepted as auilio- 
rizt'd invcjstmeiit under the Trust Act either by amending that Act or by 
making a special rule. 

In this connexion we have t<» state that a central financing institution 
is also desirable in view of the failure of a iiumTK'r of land mortgage banks 
for want of funds. But even thmi the primary’ laud mortgage bunkH should 
never diH(}ualiiied tf) issue their ow'ii delKuitures thoiigTi a restriction 
may lie placed on the rate of intAuc^t that the prinnuy bank might give. 
There is not much point in prohihitiiig a primary bank issuing its own 
delientures. The resources that a primary bank can tap are diMerent Irmn 
those available to the central one and as sucrh there is not much rofiin lot 
the apprehen.sion of any unliealthy competition lK^twec^ the two. 1’hc 
i^apacity of a primary bank to issue delwnituras, far from lieing a disadvanlage 
to any bexly, is a positive advantage? tttasiiiiicb as it attracts all bKHlIy 
available money in a way that a contra! bank situated far off can never 
Iw expected to do. The Jlegisirar of (VMiperative ScK-ieties is tin* tnistiH* 
of all priniarv banks and lie is expected to Ik? the trustee of the central 
bunk also, Tlie same officer thus standing at the helm of both tin* contra! 
and primary instituticnis affords sufficient safeguard, if any is iiecessarA, 
against these banks prejudicing each other’s interests in any way. 

Valuation . — Almost all !a*ids in this tnliik are wet lands and are very 
fertile. The prices range from Its. 600 to Us. 2,0(X) ikm* acre. The condi- 
tions that detenniiie the ii rices at lands are numerous, of which the fol- 
lowing are some: — 

(f) The geographical xiosition of the land and the value of the gdjaitt- 
ing lands. 

(«) Tho fertility and water supply. 



(itf) The statm of the neighbouring landholder, i.e., if he hs a nian 
of wealth and has great desire to poasesn lands, his bid w'ill he very high. 

{iv) Tile market rates of paddy. 

(r) The status of^ the landholder hiiiiself, i.c., if he is hard-preased fw 
nifmey and forc?ed to fie ready to sell his lands for whatever price is offered, 
lie w ill Ik? |iaid very low*. 

During the last four yeiii*s’ exporiciuje of this bank 1 riave come across 
several cases in wliicli ryots have prenured a gtsKl jiric-e for their lands by 
qtietiching their pressing ami peremptory needs by a mortgage tp this bank 
and then selling their lands at their leisure. 

Prices are liable to vary at any time and to snfegiuinl against the 
results of a possifde full in price annual revaluation of lauds was thought 
to Imi vei'y essential and is being done. Su<*h reports of revaluation might 
Ixt checked liy the de|iartmental offic€?i-s also. 

Siiutinif of title deed», — Witli regard to the scrutiny of the intending 
iiKU'tgagor’h title to the jiroposed hypothecation, a hank cannot be too cautious. 
All the documents of title produced by him as also the old settlement registers 
and the several trunsuctioiis relating to the land us traced out from the 
registration records as far us available will have to fie carefully examined 
and weighed w ith reference to the iaw^ bearing on the subject. 

A title perfect and uiujuestionable at the time of mortgage may .sul>st‘- 
(inontly easily lie defeated (so as to seriously 'prejudice this mortgage) by 
a sale held lor arrears of rev^enue. To provide against this contingency, 
this bank keeps the Ilevenue Officers coiic’erned in touch with the several 
survey nuinliers comprised in each mortgage and reciuests them to inform 
the bank wlienevcr tliere is an occasion for any such sale. The local dis- 
trict gazette is also subscribed for and is constantly releirecl to in this 
connexion. ^ 

2. The hank takes care tliat all mortgage.s referred to in the encumbrance 
certificates whicli are taken only for a pericMl of 24 years at the most are 
duly cliscliai'ged. Hut it may t>o that a mortgage affeeded more than 24 
yeaVs ago has been kejit alive a series of payments endoi>ied on the 
’bond off and on. 

d. It may also be noted that difficulties may arise out of the incidents 
of what is known in Hindu Law as a widow^s estate. Such an estate is 
a sort of parentheski interrupting a serie.s of full owners succeeding one 
another and extending, it may sometimes be, to nearly a century according 
to the period of life of the woman in question. A title that comes up for 
exainination may apparently lie sound ami unimpeiicliahle based uiion valid 
transfer deeds or inheritance. Hut preceding all these may lie an estate 
of a woman who is still living or has recently died leaving the question of 
title still ojien to the challenge of the person who turns out to be the actual 
revei’sioner after her death. 

Defects of title contemplated by the last two contingencies are no doubt 
not easily detectable and a bank must only submit to such risks; but our 
consolation is that this is only a mere iiossibility and cases liable to such 
risks are in actual working extremely few and far between. 

We have not able to coiu‘eive of any i-einedy for these last two 

possible contingencies anef w^e take this op^iortunity of giving expression 
to the difficulties w'itli a view to find a solution suggested. 

Exemption from the Insolvency Act , — Then again the management of 
this hank is very often distressed by the idea that a borrower may be over 
hea^ atid ears in debt and having wantonly suppressed that from the bank 
may take a small amount from it to meet a particular immediate * need of 
his and shortly thereafter get himself adjudged insolvent in which case the 
mortgage in favoui* of tlie bank will be inoperative as such if he happens^ 
to be within three months of adjudication and the bank may get little or 
nothing in the general rateable distribution among his numenous creditora. 
It is therefore suggested that co-operative mortgages, especially L.M.B. 
mortgages, may he declared exempt from the operations of that potion 
of the Insolvency Act. 



^impli^Mtian of the procesi of note, — Ihe process of s«)e by lend nMwri- 
IjCigje l^ks theiiiselvefi without harina to go to ciril courts is tiiglily 
cleeirable for the successful working of these banks. 

Execution of imhuturt bond. — Granting loans to an undivided family 
on the security of the joint pfO|>erty is tlie next difficulty felt by this 
liank. The general opinion of the tV>-o|wrativo and Kegihiraiion liepart- 
inenis is that the bonds executed by the inoiuliers of c^o-oporativo societies 
are alone exempted from Htainp duty. So the otlun* co-parrenei^s of the 
family are hitherto asked to sign the diKumeiit as suretiiv.. But legal 
opinion is that the property of the co-pan'Oiierh aho signed as sureties is 
not Itabio for the mortgage debt and that even such persons it'o-parceners) 
are liable only for six years. In this csninexioii it is fpiite essentia! that 
the CV>-operative Act as' well as the Stamp and Hegistratioii AetJ^ should 
be so altered as to allow' alt persons interestod in the nmrtgaged property 
to sign as exec'utants. In this f*oniiexioii we also state that the Uovern- 
inoni will loose nothing, for the stamp and registration duties levied on 
a bond are in reference to its amount and not to the mnnlH'r of persons wlio 
execute it. 

Period of bsiiix. — It is also desirable that the niuxiinum iwvriod of loans 
grantcal to moiiibei's of primary land mortgage bunks should he extendid 
to years. 

Hate of inferesf hi the borrower . — The rate of interest U) the ineinlKM* of 
a primary land mortgage hank may als<i li© rtduwd to K |>er cent hut to do 
this the ratc^ of interest on debentures also should lie rethiciHl to h per cent. 
The margin of 2 |>er cent should never lie rcduci^l us it will have to go 
towards the payment of an efheiemt staff which is quite esscmtinl foi* this 
kind of hanks and towards the building of a gcMd reserve fund as these hanks 
are of limited liability. 

Itatiu of nharc rapital to the loan. — The ratio of share capital to the loan 
granteii to a inoml>er should lie as 1:20 iiisU‘.ad of 1:10 as it i.s now pre- 
vailing. 



Written eiridence of M.R.Ry. K. CHIRAKJIVI PAKTULU aaru, 
Regietrar of Anantapiu*. 


/. — Agricultuml credit and credit /aciUtiei for sinull industries. 

1. (a), (6) ik {c) Agricultural credit is obtained lor all the three purposes 
tipecilied iii the questionnaire Iroiii private money-lenders, and in recent 
years from co-oijerative societies. 

The rate ol interest varies Iroin 12 per cent to 30 per cent. The village 
nioney-lender charges a liigh rate ol interest, because he has to take the 
risk involved in unsecured debts. Generally the min iniuin period tor which 
the loans are taken is one year and the maximum is three years. Nature of 
security is in the form of jewels mortgage or house or land mortgage. 
Mortgage of standing crops is very rare in this district. 

Takuvi loans are not poxiular. There is said to lx? much dela^' in the 
grant of these loans. Sometimes the ryots are to be at the mercy of tlie 
village officers. The intiueiK*t) of the linperial Bank is negligible. The 
joint stock bunks, i.e., iiidhis working in the district are not generally 
liolpful to tJie agri<*ulturists. Only co-operative societie.s and the ])rofes“ 
sional money-lendeis are useful to tlie ryots. 

C?o-operutive society is most useful to the ryot jMipuIation but for its 
two delects. It gives sciipe to iKUiami transactions and there is no proper 
ageiuy to collect ariears. If the Government co-operates with the Co- 
operative Department, by making tlie village magistrate and his establish- 
ment itisponsible for the collection of arrears, there will lie much saving in 
the co-operative establishment and collections will be inompt. 

2. The money-lender, who hui:peus also to lie the broker to big town 
men;hants, jiurchases the stock at the lowest price jiossible at the time 
of the harvest and disposes of it himself. Thus the ryot is not l>enefited by 
the rise in tlie prices. Loan and sale .societies are the only remedies but un- 
less the ryot is saved from the clutches of the money-lenders and also fi-om 
the necessity to dispose of liis produce iminodiately after the harvest, 
the loan and sale societies cannot work well. The hundi system is not in 
vogue. 

A small fraction of the credit required during marketing can lie i>ro- 
vided by joint stock banks working in towns. But very few take advantage 
of them. An extensive use of hundi .system should lie encouraged. Furthei', 
as suggested in the lleport of Linlithgow’s Commission, licensed markets 
should be established in different iiiaces lor grouiis of villages ; and such 
markets should be under the munagemont of committees composed mainly 
of agriculturists. 

4. There are no land mortgage hanks in the district. The existing 
eo-operative banks cannot give loans for a long term. Thcie are no other 
i>anks to give long-term loans. The establishment of land mortgage banks 
would very much l>encfit the ryot. The working capital of the mortgage 
hanks must bo derived from debentures, the interest on which must lie 
guaranteed by Government, The Govern nient may have a voice in the 
administration of banks for a period until their interests are safeguarded 

5. There has not iK'en such an estirnaL; prepared as to find out the 
existing indebtodiiess of a village. Roughly the indebtedness of a village 
may Iki estimated by undertaking a regular economic survey of each 
village. 

l>ebis are made chiefly for purcliusiiig soi^ds, man are, cattle, etc., for 
iiiaintonanc'e of cultivatoi's’ families in the ^slowing sea.son, for nuieting 
expenses of marriuges and other social functions, for paying prior debts 
and rarely for iinprovements of lands. The debt is largely got from profes- 
sional money-lenders and ixj-operative hanks. 

6. There are no subsidiary industries except hand-spinning here and 
there. Hand-spinning and weaving and cumbly-weaving industries can be 
orgamiBed on c'O-operative lines. The co-operative banks may finance such 
industries. 



7* The relationship !>etw6en the co-eperaiive and other hanks is not 
g^at. The liiiiH^riul Bank of India gives loans to a spetafiinl limit U> the 
district co-oi>erative banks and the central nrbaii bank, but not to primary 
S4icieties. There are no relations whatever between co-o|>erative institutions 
and joint stock banks or indigenous bankers. There is no cnnii petition 
a^hatsocvor Ijetaeen co-oi>erative banks and joint stock hanks in this district, 

//. — Indigtnmis hanking, 

1. 1'he indigenous bankers are mostly sahiikars of loans and villages. 
They ^K^rform some of the functions of the ioiiit stock hanks. They give 
loans for short and also long jmritKls. They do dis<H)unt Iniiidis and acHH^pt 
them. They I'eceive dejiosits. But they do not employ the use of cluMpies. 
A g«K)d iiuiidH^r of them purchase jt'wels from neinly |>eople or those who 
are in debts and resell tbeni. The indigenous bankei*K are n trust^Ml lot but 
they suffer under the disability of la<‘k of adequate fiiiatu*4^. This can 
obviated if their banking operations are afhliat^ by any moans to iliose of 
the joint stock banks or district c*o-ojK>>raiive banks, lii fact such a systom 
of afhiiation is bound to come into existence sooner or later sint**' we find the 
l»eginuing of it in the south W’hore the Nattukottai (^hettis are also rix*eiviiig 
loans from rot^ogiiizt'd joint stock bunks. The i^tablishment 4»f a r*v;erve 
bank or a banker’s Imnk may also assist in establisliing contact betw«H‘n 
joint stfK'k or co-operative banks and indigenous bankers. The rtHlistsuint- 
ing facilities which a resfU’ve bank may pmvich* will certainly help the joint 
stiwk banks ami c(>-oiK*rative banks to augment their resource's and tlu'rc'- 
forc indirectly the resour(*es of the indigenous bankers, 

11 1 .--J nvestment hnhif and nffravUnn nf foidtoL 

There are many facilities for investment in the provims', joint stock 
bunks. co-ojH*rntive .s<K'ieties and banks, itisuramx* companies, |)rovident socie- 
ties, jmstal savings bank and indigenous banking institutions. But the 
habits of investment among tin* agriculturnl classes of |>eople who form HO 
per «*(*nt of the jiopulation are very negligible. The rural clas.s4^^s are stts'iM'd 
in indebtedness which again is the result of various (^auses — illiteracy, 
the extremely .small si»4> of holdings, exis's.sive fragmentation of holdings, 
stwial customs whicli encourage extravagant expenses, agricultural losses due 
to heavy mortality among cattle, to famine conditions and to similar <‘auses 
and want of hv-cscupntions. (’onscHpiently it is very diffic'iilt to 4'xptH’l 
tin* poor cultivators to save anything out of their imomes. 
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Written eridenoe of U* GOVIITDA RAO Gera, 

Registrar of Gimtnr. 


L — Aorknltural credit and credit facilities for small industries, 

1. Methods of ohtaining finance,— ¥ov any of the needs falling under 
(a), (h) and (r) agriculturists take loans generally from the village money- 
lender or sahukar. They also resort to co-operative hanks wherever they 
exist hut only to a very limited extent. 

When money is wanted for cripital or permanent improvements, loans 
are also applied for and obtained tinder the Land Improvement l^ans Act 
hut the formalities to he attended to, the delay and other difficulties in obtain- 
ing the sanction of the loan and the rigorous methods employed in its col- 
lection stand as iin]>e<liments in the way of the illiterate rtots to secure the 
loans. Before the money actually goes into the hands of the applicant, 
the matter is referred to many persons in office whose honesty in lower 
ranks is not always l)eyond susfiicion. Heuf'e the ryots are not generally 
very forward to s«»ek aid under this Act. 

Hates of interest. — The rate of interest in f^be villages does not generally 
exceed 12 per cent per annum. Though in towns petty money-lenders take a 
much higher rate of interest which goes to nearly 20 per cent, the village 
money-lender is not wi exacting. In urban co-of)erative credit societies 
interast is charged at 9^ |»cr cent per annum for both short and long-term 
loans. But in these societies, the interest is payable every six months. 
This rule does not obtain with the village money-lender and the dealings 
with him are therefoi-e found more acceptable to the ordinary ryot. 

la villages far removed from market towns and having no proi>er com- 
munications, a system of grain loans is still in vogue where, in lieu of inter- 
est, for ei^ery measure of grain loaned one-quarter measure is stipulated to 
be given. 

Even in the case of cash loans the money-lender generally entei*s into 
an arrangement with the debtor for the sale of the produce to him soon after 
the harvest and thus obtains, besides interest, the additional advantage of 
purchasing the produce for a cheap price. 

Nature of secitrity. — The nature of security depends upon the amount 
of the debt and the status of the debtor. For small loans money- 
lender is satisfied with a pro-note or a bond without any collateral security. 
Bometimes there is nothing more than a mere entry in the account book 
of the creditor to evidence the transaction. But for loans of petty large 
sums amounting to Rs. 100 or R.s. 200 cattle, carts, standing crops, etc., are 
pledget! . When larger amounts are loaned they are secured by the mort- 
gage of lands or other immovable property. 

For loans in the co-operative hanks one or more sureties join in the exe- 
cution of the instrument of loan. In the absence of sureties, lands or 
other immovable proj^erty are taken as security. 

Periods for ]iayment of loans. — Loans for agricultural purposes, being 
generally for small anioiinis, are made payable within a year or more often 
ill the harvest season or as soon after as possible. The larger loans are 
generally fixed for three years and even a much longer period if they ar^ 
secured by inortgage of immovable property. Compound interest " with 
antiual rests is not an uncommon feature of long-tenn loans obtained from 
the., village sahukar. 

Part jdayed hy the variomn credit agencies in agricultural finance , — ^It 
is moi*e the professional money-lenders and merchants and to a limited 
extent, co-operative societies, that aid the agriculturists to raise the neces- 
wary loans rather than the Imperial Bank or any other hank or the Govern- 
ment. 

The Gkivemment, beyond granting loans under the Land Improvement 
Loans Act, does nothing to afford facilities to> the rvots to raise loans to 
meet their requirements, 
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04horJinatiofi heitceen eredii agencies , — There does not appear to be an^r 
cooperation between the various banks lending credit. - Tney seem to tw 
M^HEving apart and independent of each other. ’ 

2. Methods of marketing et'Of>s . — The pmient iikeUio<l oi luarkeiiiig pm- 
dnoe is either to sell it to the ei'editor in the village as above stated or 
to cart it to the nearest market town and sell it to the merchant dea!ei*s. 
More often, the prtHluee is stored in the godowns of a euintnission moTchant 
in the market town and the latter holds it in his custody as agent i\»r the 
owner and sells it for a protmr ]>rice whim the market is favourable und 
re^idves eimiinission for his trouble besides n^nt and other godowui charges. 
This commission merchant very often advances money to the ryot on the 
security of the goods placed under his custoily and recoujis the amount of 
the loan out of the sale proct^eds of the goods. 

Uig ryots have the advantage of obtaining hians from the Imperial or 
tho Indian Bunk on their i>rodiK*e stored in the gwlowns, sealed und held in 
the possession of the agent of the hank. The ryot cun Sfdl nw'ay the pro- 
duce at his convenience and get the same released from the hank on paying 
back the loan. If the co-ofKuative hanks also similarly lend on the seiurity 
of the goods a.s is done at Alamur in the Kast (lodavari distri<*t, the 
smaller rvots also will have the same facility for marketing their pro- 
duce as the bigger ry^ots. 

FariJiftes for infernal /ranVfnarr.— Internal remittance is facilitated by 
the issue of hundis or barathams and clu'ciuos for the value of goiwls sold ^ 
or i>urcba.scd. 

(lasses of hitndis. —Thovo api>oar to be only two kinds of hundis, i.e.-< 

n) the Darsan Hundis, i.e., hundis providing tkaynnuit mimediaUdy 
on jirescmtation. and 

(2) the Vayida Hundis or Barathams in wducli ])nyment is fixed for 
some days after sight. 

3. The value of (and. — The value of wet land fit for raising paddy varies 
from Us. 1,(XK) to Us. 2,0(X) per acre in this district. 

Dry lands fit for growing commercial crops Mic*h jvs tobacco or chillies 
sell at Us. 300 to Us. 500 per acre. In some villages these lands fetih 
Us. 700 or Us. 800. Lands on wdiidi garden trees such as <‘ocomils or plan- 
tains are growni are sold at Us. 2,000 |M^r acre. 

Dry lands where choiam or rngi is raised feteh only Us. ,*100 or leas per 
acre. 

Factors affec ting the value — 

(1) Competition owing to thieknoss of jiopulation in the village. 

(2) Facilities for irrigation. 

(3) Quality of the soil. 

(4) Facilities for marketing the produc^e. 

In sales by privati* negotiation, there are ample opporlnnities for 
securing the maximum price which the land is capable of fetching but in the 
revenue or court auction such opportunities are almost absent. The sale 
is effei'ted within a fixed time, at a fixed place, generalU far removed from 
the land and without pro[>er opportunitii*s for personal inspection or for 
seeiiriiig necessary information. 

4. Impediments fa mortgage .— Thor q nro generally no legal imiiedimeiiii* 
to the mortgage of lands or other agricultural holdings in this pari of the 
conntr>\ 

Jjand mortgage hanks. — There are no land mortgage banks in this part 
of tile country excerit the one riH'ently opened at Oiidlavalluru, a village 
in the East Kistna district and in Alamur, East Godavari district. 

The capital for the former bank is raised mainly by the issue of delien- 
turea. 

Land mortgage banks must be opened in each district and if possible at 
the headquarters of every taluk and those banks must 1^ supplied with 
capital bv the issue of debentures and by a central bank in the provincial 
centre. Deposits also may be received to .supplement the capital. 

Government guarantee. — Govemineni guarantee of interest or principal 
or both will seiwe as an incentive to private individuals to take debenturea 
and conduce to the stability of the hank but it is apprehended that inch 
gnmrantees will tend to kill initiative and enterprise on the part of the paople. 

180 
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It to limit the pruarantee to interest only for a number 

of ‘years, say, for tjho first 15 years of the opening of the hank. 

A fund may iKf reserved out of the profits of the liaiik to be held as against 
any uiinewssary losses of the Government by reason of the guarantees. 

4. (a) Improvement of the record of rights . — At present the indexes in 
registration offices are iiiaintained actrording to revenue |>attas, but the 
Revenue l)e|>artinent docjs not eoinmunicate either in time or accurately vhe 
mutation of names or ])attaK. This ineonveii ienc*e can l>e obviated, Ig having 
lK>th the departments under one head, say, one menilier of the Board of 
Revenue. 

In respec't of civil coiii'ts, it is suggested that copies of all decrees i^gard- 
ing immovable properties may lie sent to the registration office, so that all 
transactions affecting the rights to iininovnble pro|>erty may lie found in 
one public office. At present, only sale certificates are snppli^ but they 
cover only a part, probably a small pai*t, of the transaction a"fFecting the title 
to immovable properties. 

Bona fide purchasers or moi*tgagee« are seriimsly prejudiced by exempting 
from compulsory registration transactions relating to inimovable property 
below the value of Rs. KKl. To obviate this difficulty, it is desirable to make 
all such transactions also compulsorily registrable. 

5. There appear to bo, so far as this part of the country is concerned, no 
instances of efficient farmers lieing turned into tenants for a period or 
tenants at will through the process of enforcements of old debts. There 
are, no doubt, many instances of agraharamdars. large inanidars wlni are 
neither farmei*s nor cnltivntors being de])rived of their lands tli rough this 
heavy indebtedness. 

6. Suhsidiarf/ industries. — Rice-milling is an industry whicli has expanded 
in these pai*ts to an almost uiidosirahle extent. There are at present rice 
mills in many village centres in the delta tracts, particularly in the district 
of Godavari. Though these are helpful to dispose of grain produced in the 
area, they appear to have heconie too nninerons and to have created an un- 
desirable competition. 

The milled rice is also condemned as decidedly unhealthy and the 
increase of the cases of beri-beri and (‘onsuniption in the districts is attri- 
buted to the use of milled rice. 

Dairy-farming is by no moans a coinnion industry in this province, facili- 
ties for fodder and cattle-breeding being very much limited. 

In this district, besides the Government experimental farm at a village 
r'alled Lam there is only one farm under the management of a Christian 
Missionary to whom some land in the neighbourhood of the above experi- 
mental farm i.s granted by the Government. 

There is a sugar factory at Ramalkot, East Godavari district and it is 
now managed by foreign capital by Parry & Co. 

Such industries require caiiital and some technical skill both of which are 
wanting in the country. Thev can he promoted only through Government 
aid by the grant of capital loans on easy terms as to the repayment and 
rate of interest. 

Tlie technical knowledge required will have to he supplied by a special 
agency of the Government, sav, some Inspectors who are com |>o tent to giv^e 
technical instruction and guidaiu'e to those employed in such industries. 

Hand-spinning is a well-known ancient industrv in India and was once 
very prosperous. Though it had greatly disappeared during the last contnrv, 
it is now reviving through the efforts of the All-India Spinners’ Association. 
This assof'iation has started branches in sixteen places in India and they are 
workhig with a capital amoiinting to nearly 25 lakhs of rupees. 

Aecording to the report of the association for the vear 1927, it will Ic 
found that there were 177 khadi production centres in different parts of 
the country. 62 of which were departmental. 41 aided and 74 independent. 
There was also 204 sale depots that year. The number of spinners employed 
was weavers 5,193 and carders 627. 

T^ke activities of those several production centres covered nearlv 3.<W) 
vmages. The value of the total production for the year was nearlv 25 lakhs 
of riipees apd the sales amounted to Ra. 33,60,000. 
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He industry does not require any machinery beyond the oMtnaiy country 
charka or the spinnina wheel and the usual handloom or I'ountrx loom, nor 
does it need much technical knowledge. 

The association has advertised for a more efiictent churku, lur the invention 
of which a priae of one lakh of rui>ocs has Ihjcu promised by the assw iation. 

This industry will develop rapidly if the Government undertakes to help 
the association with additional capital hy grant of sul)sidies or loans oit 
easy terms and also aid the release of the stocks of the asaoc'iation hy order- 
ing its several departments to have their supplies of cloth fnmi the sale 
depots of the association. 

Krnj)knjinent to the fanner oat of job, — The liand-sppining is considered 
to 1 k 3 the l>est industry which can take the place of a socHmdary o(‘cupation 
to the agricnlturists who form the most numei'ous part of«ihe population in 
India. The agriculturists have no t>ccuimtion for some months in tlio year 
as their ugricnlturul work docs not take them for more than six or eight 
months. 

^hough what is earned hy spinning is a trifle, it is not so negligihlo an 
addition to the income of the rj'ot which is meagre. 

7. The relations between the eo-oifcruiivc banlin tind other ImnhA.— The 
district co-operative banks are allowed to draw overdrafts from the (inpcrnit 
Bank to the extent of their credit and for the ainuiint .so drawn they endorse 
and give as collateral security the IhuuIs executed hy the village co-operativo 
societies with unlimited lialiility. All surplus moneys including the deposits 
are credited into the Imperial Bank under the account of the overdraft. 

Besides this there does not appe^ar any other relation hetwtHUi the ct)- 
operative banks and other hanks. 

ll. -I iniujenous bunhiny. 

1. There are iiiunerous private individuals and linns in all parts of tlm 
country’ doing large business as inoiicy-leiulers, but thero is no spt^ciul arrange- 
ment to receive deiiosits. 

Marwaris coming fi-oiii Northern India are loiind in almost all the ton ns 
in this and in the ncighhouring districts. They are generally agents ol 
i?ertain linns currying on business iii different cities in the north and they 
give loans to local merchants and other dealers. 7'hcir husiness is extensive 
as they invest lakhs of rupees in it. 71ic rate of interest is generally 
high and sometimes ver> high, going up to 2 1 iM*r c<*nt per annum. 

Many smaU merchants in the towns tiei»end lor their caintal upon theso 
Marwari loans and even ryots from tlie villages who have in rt*cent tinu‘s 
taken to luxurious habits of life are. resorting to these Marwaris lor loans 
which are sometimes of very large sums for whn li they mortgage their lands 
and even their dwelling houses. 


HI. — Inveniment habit and attraction of cainial. 

1. There are hardly any means or institutions in the country to encour- 
age savings and jinniiote tlie habit tor investment. 77ie gt*uorulity ot people 
have little to spare out of tlie meagre income they iiave. Ordinarily, ryots 
though they live very economically find the incoim*s froni their small hold- 
ings hai*dly sufficient to meet the usual necessities of lile. Jt is only the 
professional classes like merchants, vakils, etc., that can make some savings. 

The general habit of the people to spend upon jewels is not liecause they 
find savings out of their inceiiies hut because of their love for m-nainenta- 
tion. They have a sense of essthetics which is in many cases inordinate ami 
requires to be satisfied. The love for oriiaineiits is also due to the influence 
of women and to the acquiescence of man who will dispose ol the jewels 
the last when occasion requires it and thinks it to ho a sale and sure saving. 

The spread of education and change of circumstances are working a change 
though in a very tardj' manner in the habit of the jieoiile. Jiivcsstment 
generally takes the shape of land rather than any business or industry. 

The agriculturist always seeks to add to his holding hy investing wliatever 
he can possibly spare. 

The increase in price ol* grain and other articles of produce is an inceu- 
tiv 0 for purchasing land and investing money upon agriculture. 





Written evidenee of M.RJly. N. OOFAliACHABITAR Avargnl, 

Vakil, Devakottai. 


J . — Agricultural credit and credit facUities for small industries. 

1. I belong to a village called Kaliyanapuraui in the Taiijore taluk in 
the Tanjore district. 

In rny village tWerc are wet and dry lands. The inirasdars are in the 
habit of getting deeds from tenants who are actaaliy cultivating the 

lands and paying tlie lease uinount. The so-called tenants cultivate the 
lands out of the money they have with them or they borrow Iroin some others. 

These peojile (tenants) have nothing to do with agricultiiral hnance l»y 
Government or the Imperial ilank of India or the joint .stock banks or co- 
operative banks or professional money-lenders. They somehow manage to 
get seeds, sow them and tmnsplant them and see that the ternrs of the 
lease deeds executed by them are carried out as far as possilde, of course 
regard Inong had to the chango.s in monsoon, the miscliief by insects and 
the inadcKjOate .supply* of rains and water. 

2. So far as agricailtural oiieratious are concerned, the tenants in Tanjore 
district are not conversant with hundis and in, (act 1 may boldly say in a 
majority of cases they do not know what is meant by a ‘ luiiidi L. 

Only recently co-oi)erative banks have been started and 1 cannot say that 
the moneys lioirowed by the tenants from such baiiks are really for agiicul- 
tural pur|)oses. So far as marketing of produce is concerned, the tenants 
are acfopting the uniform old method of sending tlieir produce by a double 
bullock bandy to the neare.st railway station after making their c.wn 
arrangements witii tlieir customers who are in need of the articles. It is 
imiiossible to do.scribe tlie parts played by different classes of bankers and 
mercluints in marketing the i>roduce as the contract fietwecni each tenant 
and his customer is e.xcliisive and as there is no general organism or rule 
framed or measure adopted in the marketing of the produce. n 

d. In my village wet lands are sold at Ils. 1,500 per acre if single crop 
mud Its. 1,800 if double crop and dry land.s are sold at Us. 2,100 to Us. 2,700 
per acitj, but this may vary in other parts of Tanjore district. There is no 
])ractical difi’ereiico in the value of the land either in Government sale or 
sale by court decree or purchase by private negotiation. But in rnj’ opinion 
the priw is excessive vnien the produce of the land and the bank interest 
are taken into consideration. 

4. There is no legal impediment to mortgage of fund and agriculturAl 
holdings in the Tanjore district. Thei*e are no mortgage banks or any 
other bank for tlic pi*ovi.sion of long-term credit. If any .such bank is 
established it will be of immense u.se to both mirasdars and the cultivating 
tenants. But about the way in which such hanks should work, I am not in 
a fiosition to suggest the proper lines a.s I do not profe.ss to know Bank- 
ing."’ 

6, There are no other useful industries such as handloom, etc., in which 
the people are interested. 

IL — 1 ndigenous hanking. 

So far as Indigenous banking (II) and investment habit and attrao- 
tion of capital (HI) are cont'orn^, they are practically not in vogue in 
the Tanjore district and as iny.self am not in a jiosition to suggest any use- 
ful propositions regarding them, I do not venture to answer the questions 
legarding them in detail. 


in. — Investment habit and attraction of capitaL 

Postal cash oertiheate and Government security bonds will not attract 
the tenants as they are not su£&ciently educated. The only practical and 
possible way of redeeming the present deplorable condition of the ryots in 
the district is by the institution of co-operative banks and giving of loans 
for agricultural purposes and by proper scrutiny of the same. 



Written eridenee of M4EUa7. K. V. AIi. RM. RAMAN ATBAK 
CHKTTtYAR Arargel, Preeident^ Union Board, Kottaiimr, 
Ranmad dietriot. 


General, 

1, The ryot* generally Ikhtow money troin their landholderc* and repay 
without interetit during the time ot harvest, in most (‘uses they are unable 
to do so. Therefore they are not expecte<l to rec‘eive suhstantml help from 
the laiidlioldors when they are in need of money for cultivation, (^ipitni 
improvement, and for nieeting difliculties during famine and scarcity of 
rain. 

2. They do not rec^tove .substantial help from the Imperial Hank and 
money -leiidei*s. I'he approximate ainount that may he required for the above 
purposes in this district will be 3 to 5 lakhs. 

ih I'lie different institutions established lor lending money to the tyots 
may have a conference once in a year and deciile wliat amount may l>e set iqmrt 
for helping the ryots by means of loans. 

4. A mercantile committee consisting of the C’olkHdor and sonic lug im»r- 
chants and .some seUsted members of district and taluk boards may la* 
forrncjd to fix the prices of articles to Ik* sold during the particular montlrs 
of a year when the i>i»tty merchants generally raise the prices of articles 
unreasonably without bounds and limits. 

5. An agricultural committee may be formetl in each Nillage and taluk 
to represent the conditions of ryots and to seek a remedy for tliem. 

0. The indigenous and cottage industries can be revived only when tlmre 
is a regular propaganda hy the J>e]>ai*tment of Industries and suhstautial 
financial help from the Government, public institutions and caj>italists. 

7. The indigenous bankers carry on money-lending f)Usiiujss m luieign 
countries as there is no prospect of recovering the money lent in this country 
since the ryots are generally pool' and are even unahie to maintain them- 
selves all the year round. 

8. To help them to some extent the Deimrtmeiits of Agriculture and 
Industries may appoint some additional men to investigatt* the condi- 
tions of the ryots and artisans and formulate proj[>o.sals to imjirove their 
conditions. 

9. The population of this jirovince being poverty-stricken, they are niostlv 
unable to invest any capital in postal savings bank and Govcrnineni casli 
certificates, etc. Moreover the customs and iiianiiers go to a great length 

hinder the prospects of the nation. They may be mended to some extent 
if there is organized co-o[)eratioii among the different clas.'^es of people 
who may lorm associations of their own and do propaganda work in right 
earnest. 

10. A central provincial bank with branches in some imporianfc centres in 
the Presidency wdll greatly help the agriculturists and labourers. 



Written eridenee of MAMy. P. V. CHOCKALZirO AM CHBTTX7AB 
Arargal, Preeident, IMnlt Board, Sivaganga. 


I. — Agricultural credit and credit facilities for small industries. 

1. The ryot« in these parts usually borrow for expenses during cultivation 
and other special needs from the landlords in the case of inam or dharnia- 
sanam villages and in other cases from the local money-lenders. Very little 
is spent on caj)ital or permanent improvements. The usual rate of interest 
is not less than 12 per cent and not more than 18 per cent. The loans are 
ad vamped on j>ro-notes, on the security of immovable {properties or on jewels. 
It is not usual to advance loans on the security of standing crops. 

The agriculturists in those [parts do not derive any financial help 
from the Government, the Imperial Bank of India or the joint stock hanks. 
T<p a small extent the co-operative banks render financial nelp to the ryots. 
It is to the local money-lenders, the village landlords or niahajans, the 
petty nicrcjhants and the comparatively wml-to-do in the villages that the 
agricultuj’ists go for financial assistance. 

There are no cj'edit agencies excepting the co-operative societies in these 
[parts. 

4. Tiiere is no legal impediment to mortgage of land or holdings. There 
are no land mortgage banks or other hanks for the [pnpvision of lojig-term 
credit. In the zannndati tracts it is not possible at present to form land 
mortgage hanks since the landlord has got a first cliaige on the holding for 
arrears of rent. If land mortgage banks are started it will take a long 
time for them tip attract Icxuil deposits. The capital must be derived 
from funds from centra) institutions or on debentures with Government 
guarantee for piincipal and interest. 



Written eTidenoe of M JSLRy. D. 8ITARAMATYA BAKTUhU 
Gam, B.A., RoTenue DiTiaional Ollleer, Rarasaraopet. 


7 . — Agricultural credit and credit facilitieji for aniall industries, 

1. (a) Mostly from private money-lenders. 

(h) From dilate loans under tlie Afajricultiirisis Loans Act and the 
Land Improvement Loans Act and also from loans from private money* 
lenders. 

(r) Failure of monsoon — State loans. 

Xd) Land revenue — Loans obtained from li>cal money-lenders. 

Bates of interest , — The normal rate of interest generiilly dennindiHl hv 
private money-lenders i.s 12 per cent per annum. The Afarwari merchants 
who act as private money-lenders advance loans for slmrt pcrirnls at exor- 
bitant rates ranging from 25 to 30 per cent per annum. The rate varies 
according to the period for which loan is obtaini'd and to the .solvency of 
the debtor. The intere.st on Government loans was at per cent per annum. 
It has been reduced to 6i ]>er cent recently. 

Period for which loans are talen. — ^T^oans are taken for one vear generally 
in these pai*ts for agricultural purposes. Failure to nay within one year 
entails the necessity to renew the pi*o-notes including the )>rincipa1 and the 
interest accruing within the period. This method amounts the levy of 
com pound intere.st. 

Nature of securitu gircn and acre pi ed , — Loans for long periods are 
advanced on moHgage of immovable propei-ty. Ti4>ans for short periods 
are given on mortgage of standing crops, etc. Loans of the latter kind 
are of the following kind.s: — 

(f) The debtor hinds himself to pay the creditor at a (certain rate per 
hag of the pro<luce realized from the crop for the use of the money tviken. 
allowing himself fthe debtor) to sell the produce to whomsoever he pleases 
and pav the principal. 

(ii^ The creditor and the debtor agree, the former to pinchase ntid the 
latter to .sell the produce mortgaged at a particular rate. Neither of tln^ 
two parties is allowed to go behind the conditions of the agreement, i.e.. 
the creditor j)urchases the produce before it is ripe for harvest at a fixed 
price and pays the debtor the price in advance. The debtor is l>ound to 
hand over the quantity of produce purchased hy the creditor at linrvest. 

(Hi) Loans aT*e repaid in some cases hv instalments in kind. The re- 
pa^micnt to he made in kind at the end of every year is also fixed at the 
time of taking the loan as well as the total perio<l within which the loan 
shonld he repaid. 

Part played hy different agencies. 


(Hovernment.—^tate loans are granted for agricultural j !irpo.so', under the 
Agriculturists and the Land Improvement Loans Acts. 

Imperial Bank of India. — Loans are granted in the rmpcnal Hank of 
India on the security of co-applicant. The loans arc mostly gratiMd during 
the harvest season and they are repayable in thr<H* months. Extensions 
in exceptional cases are granted np to six months and no more. 

Joint-stock hank.^ and indigenous luinls and linkers. Tlcue arc no such 

hanks in this division. ^ i . ii m 

Po-orwraHve hanks.- -These are not pronerlv managed in villages. 1 he 
ignorant villagers who become members of these bodies are not properly 
•educated and thov are handicafipod hv the ofTn^liearers who in luosf cases 
nonropriatc the sums available to the.n«>lves. Tliere were; rases 
misappropriation of funds hv the offiee-l«?arers and thosr^ m wlnrjh the sums 
taken as loan hy the offir,e-lKs»rers or others had to he rr>rovered nn.l.T the 
provisions of the Land Bevonne Reeovery Ar-t. iu„,n 

Ordinnru mnney-lfinderii.—Tbe nart played hv these has alre»d> Iwtn 
dealt with above.' The afrrieulturist for want of I’LTands 

the necessary capital for his business, often nlays 

of these nnsenipnlons money-lenders who hnn« "HrJ^x 

defctor at an inconvenient hoiir and extract " ’I* 

conditions from the debtor which make him involved in cons^t indebtedness 

to the private inoney-lencter> 



liertification of defects. — ^Thiij miserable state of affairs to the agricnb 
tiirist may he averted by increasing the number of co-operative banks, 
with good financial status under close supervision by the C^perative 
Department. An easy and regular method of repayment of the d^ is 
essential so as not to allow the debt to grow out of all proportion to the 
property. 

fJo^ordi nation. — This is not possible under the present circumstances as 
banking is conducted on commercial pursuits. The only way to remedy the 
defect is, if possible, to come to an agreement in regai^ to the distribution 
of profits every year. 

2. Marketing is generally made on commercial system. In most cases 
tlie producer and the purchaser do not deal direct. There is always a eom- 
rnission agent who deprives the producer of an appreciable share of his 
profits. As the rustic producer is ignorant of the tricks played by the com- 
mission agents in towns, he is often deceived in disposing df his produce in 
towns. 

Credit fndlitirs rc/i aired in mnrlcefing produce. — Tlie Imperial Bank 
generally gives loans on the mortgage of the pro<luee in sealo<l godowns. 
This facilitates the disposal of ptYwliice in a more favoiffable season. Tliere is 
no difference in advancing loans on articles of internal trade and foreign 
trade. The only consideration in these cases is whether the produce offered 
as security commands a good price or not. 

3. Vfdue of lands. — Thi.s is a dry region. The valu^ of the land depends 
upon the fertility of soil and its di.stanee to the market. The lands fit for 
garden crop such as tobacco, chillies, etc., are worth from two to six hundred 
impees per acre. The leas fertile lands in these roc;ky regions are worth 
even less than Rs. 100 per acre. There are extensive rocky lands which are 
not coveted by anybody. 

There are wet lands also under minor iiTigation tanks which are purely 
rain-fed. The rains in the Vinukonda and Palnad taluks are especially 
precarious. Even these wet lands are generally worth between two and six 
hundred rupees per acre. In Rantainagular of Karasaraopet taluk and 
Peddakancherla of Vinukonda taluk there are some fertile lands worth 
Bs. 1,000. The sales of land for arrears of land revenue are very scarce 
and the sale by court decrees also are few in number. 

4. There is no legal impe<limont to mortgage. Agricultural banks started 
on sound co-opeiative lines under proper supervision may be of great help 
to the ryot. 

liecord of rights. — In sj^ite of strenuous attempts to bring the record of 
rights in close agreement with actiial enjoyment on ground, it is not up to 
date. The only remedy seems to be to fx>llect the subdivision fees even before 
the registration of the documents in the Registration Department, compul- 
sorily subdivide the lands transferred and register them in the name of the 
transferee after due enquiiw. 

6. Generally women belonging to the lower classes engage themselves in 
hand-spinning when they have no work in the fields. They spin enough 
yarn which suflSces for their cloths for the year. Generally it is the Adi- 
Andhras (Malas) who prepai-e cloths with this hand-spun yarn. This is one 
of the chief avocations when there is no agricultural work to attend to. 

There are also some industries of a minor nature which are confined only 
to particular villages, e.g., mats made of tunga-grass are prepared at Invole 
of Vinukonda taluk; blankets made of wool are manufactured at Dronadula 
of Narfwaraopet taluk ; stone pictures ai*e made at Durgi of Palnad taluk, 
8ton#-btittons, etc., are made at Koppukonda, paper weights made of polished 
stone kre prepared at Rentachintala ; camp cots and camp chairs with iron 
legs are manufactured at Narasaraopet. 

I think, if small loans are granted by the Government to the manufacturers 
of these articles from time to time, these persons will be encouraged ip 
manufacture them on a larger scale and derive some profits out of their 
business. 

I have no remarks to offer about the othei* points raised in the 
questionnaire, 
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Written evidence of the Agent, The Imperial Bank of India, 

Berhampur. 


I, — AgricuHnral credit and credit facilities for small indusines, 

1. The ryot in this district (Ganjam) obtains finance for his agriciiHiiral 
purposes as under : — 

(o) (i) Borrows paddy or other seeds as loan, on condition that it 
should l>e repaid in kind, with interest in kind, after the harv'est is over. 

(if) Borrows money for purchase of s€>ods for cultivation at interest 
ranging from Re. 1 to Rs. 1-8-0 per cent jior mcmsom, on the condition that 
tlie amount .so borrowe<l shall be paid after the harvest in cash. 

(ill) He also borrows money from money-lenders or big ryots at a 
lower rate of interest, on condition of his selling his produce tb rough them, 
for which they get some commission. 

(rv) Ho also borrows money from tlie above, on condition of his sell- 
ing the produce at a certain rate fixed up at the time of advance. 

(h) For capital and permanent improvements ho either adoi)ts tlu» above 
courses or borrows money from the Government, under the Agriculturists 
Loans Act repayable in easy monthly instalments. 

(c) For special needs, the ryot raises money on pknlge of gold, or other 
movable or immovable pixiperties in case of failure of monsoon, and in the 
case of land revenue, ne follows the above system. The iat(‘S of interest 
charged varj^ from 12 to 18 per cent. Loans are generally taken from 
Juno to December. Security differs with referenw to the solvency of the 
ryot generally and the advances granted ns enumerated above. 

Part pkiyed in agricultural fi/nance hy Government, hanks, c/r.~r The 
Government do not in any way finance the agriculturist in this district, 
except that they give loans for land improvements, repayable in certain 
instalments under the Lands Improvement Loans Art. The ryots are financffl 
directly or indirectly through the hanks, money-lenders, and larger mer- 
chants. We have two central co-operative banks — The Ganjam District 
Co-operative Banking Union, Lt<l., and the Aska Central Co-operative 
Banking Union, Ltd. These are assisted by the Imperial Bank of India, 
and in their turn, they finance rural .societies numbering about 400. Tht^ 
rural societies in their turn finance the ryots in flioir villages. 

Estimate of total amount of capital required for the ahovr purposes , — 
Sixty to seventy lakhs of rupees are required for finance in tin’s district. 

Defects in the present system. — ^The trouble with the ryot is that ho is 
not able to get his finances at a cheaper rate from iho big financing agency. 
The ryot, l>eing ignorant of other financing resources where h(^ could gtd, 
advances at a cheaper rate, and more led hy scruples and cnsionis, always 
prefers to go to the nearest money-lender for any financial helj) and subjects 
himself to any conditions which the money-lender, to meet his own gains, 
imposes. This system is in vogue from time immemorial and they do nof 
wish to break their business connection. 

Jlemedies. — The ryots must he notified by a big propaganda to approach 
he co-operative banks which must he in.structed to help them after codifying 
such rules as may be necessary for assisting them. Co-operative hanking 
system is the only remedy for removing the deplorable concUtions of the 
ryot. There is no co-operation among the credit agencies worth mentioning, 
ns each agency follows its owi course. 

2. Methods of marketing the principal crops., as al present. -For pro^ce 
which is consumed in the country, say, paddy, ragi, cumhu, gingelly, et^ 
the intermediate merchant or money-lender receives the produce harvested 
hy the small ryots in their own villages and takes it to the market jjentr<»s 
where it is sold to the merchants that come from difT^ent places where 
it is required for consumption. In the case of bigger ryots who can nnan^ 
themselves and can work without the money-lender s intervention, they take 
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it to tho market directly and sell it. In the case of produce that is exported 
to foreign countries the same procedure is followed, but the agents of the 
exporting firms or some commission agents intervene between the ryots and 
the purchasing firms. TOere are neither pools nor co-operative efforts in 
marketing produce in this district, lliere are possibilities of forming pools 
by co-o^mrative effort if they are organi;^ by propaganda. By means of 
(tJ-operative so<*ieties. the ly^ot must be financed a certain jmrt ion of the 
value of the harvested crop to meet his immediate rwiiii remen ts and to enable 
him to take his produce for marketing directly. At present, where there 
ai-e co-operative rural societies, this is being done, and when the produce is 
held by bigger merchants awaiting favourable rates, other banks finance 
stocks. There is no difference between internal trade and foreign trade in 
regard to sucb facilities at present, but the bankers generally take care tc 
see that they give the minimum advance on all foreign trade produce, taking 
into consi deration the demand for the produce and the ruling rates. 

FjxistihQ facilities for iniemnl remittance . — The Government gives the 
facility of transferring money from one place to the other by Treasury 
Transfer Receipts (R.T.R.^s) at 1/16 per cent to all banks, bankers and 
mercliants. The same facilities are given by the Imperial Bank of India to 
all the public for transferring funds from one branch to another. In some 
transactions, the merchants draw demand drafts on the firm or individuals to 
whom they send the produce and negotiate them throngh the banks. In 
some cases, the demand drafts are negotiated through the merchants them- 
selves. In this matter, there is sufficient facility for internal remittances. 
I see no defects in the present system, nor have I any suggestions to make. 
When nroduce is exported to other internal places, the amount is drawn by 
demand drafts, or Usance Bills, which are negotiated through the banks 
generally. In some eases, the drafts are sent to the places where the pro- 
duce is exported to. in payment of other kinds of produce imported or for 
collection with easy terms of repayment. 

Neqnfialtle iv.^tmmenis. — I think, the merchants feel that the stamp diitv 
on the TTsance Bills is heavy^ and some facility can be given by reducing it. 
In this district, bundis are classed as (1) Demand, and (2) TTsan(^ Bills. 
Thm*e is no ])ecnliarity in them. 

• 

TInndis emanating from this locality are generally discounted at the 
Tmporial Bank of India, and to a small extent held bv merchants and com- 
tnission agents. Gonerallv, money is not raised during the process of market- 
ing on anv instruments of ownersliip. such as railway receipts, etc., but to a 
very small extent, small loans are taken on pro^ico locked nn by the pforson 
advancing the money. In the case of railway receinfs which ai'e consigned 
to the f*onsignees. residing at other places. I would suggest tho Bailway 
Department may be prohibited from delivering the produce until the railwav 
receipt is prod need, ns thev are now freely taking delivery by presenting 
an indemnity bond or letter, causing convenience in the eolleetion of 
money for the person bolding the bill and railway receipt at times. 

It is. no doubt advantageous to have licensed warehouses on the Hues 
of the system which may be useful for marketing purposes. 

fl. Vahtc of land . — The value of land in this district is as follows: — 

Wet inam lands fed by channels op whioh enne-iaggery, paddy, 
and gingelly are grown, is valued at Rs. 1,000 to Rs. 1,500 per acre. 

('2> Canal-fed Government jirayati lands used for growing the above 
emps are valued at Rs. 1,000 per acre. 

Drv inam lands used for cultivation of grains, ragi, groundnut, 
etc.,'' fetcrli Rs. 400 to Bs. 500 per acre. 

(4) Dry Government jirayati lands fetch Rs. 5 to Rs. 400 per acre. 

The principal factors affecting such prices are : — 

(1) Tenure of the land under which the land is held. 

Situation of the land. 

(51 Water source by channels, tanks or rain-fed. 

Ml Tha prospect of getting more yield hv getting the land repaired. 



fee Telue of land in Govern men t auction for non-payinont of roveiiui 
WHi generally bo lor 100 or 200 lofcis than tho original value iniiuiK the airearH 
due on It, the purchaaer undertaking to pay the Goverumeut dues. In the 
cane of court decree, they fetch a little less as noted aliove» subject to the 
payment ot the decree amount, in the ease of private negotiation tho value 
of the land depends more on the necessity of the boUor. 


4, Legal imjtedunent to mortgage o/ land ft.- -Except in the ca.so of inam 
lands, tilled by the ryots who have no wciipaiuy right, thoi’e is no iinpwlmieul 
to mortgage the lands. 


5. Indebtediivss of the agrivulturUt , — I have not inuile any personal osti- 
mute of any indebte<lnesH of any village, hut can say that, genei ally, I he 
indchUHliieas ot a ryot does not exet'ed on© year’s income in the case ot Mniill 
ryots in inarn villages, and in the case ot jirayuti villages whore there are 
cKCupancy rights, dws not exceed more than 25 per cent <»f tho oisupancy 
right value. This will give an idea if any village is ofFored lor an estimate. 
Tho indehietlnoss can l>e calculated with reference U> the hImivo ohservation. 

This is my practical experience, (o) 5 t<i 10 i>er <imt may he taken again.'.!, 
registered mortgages, {h) nil and (r) say 15 per cent and halanc'© on pro-notes 
75 por cent. 


rro/jfjrtion of indehi rdrn a.s. 


May be divided us under: — 

ta) Payment of earlier debts 5 per cent. 

(5) Marriages, etc., 15 per cent. 

(r) Famine and other kinds of distress 10 i>ei‘ cent. 
(d) Payment of laud rcvoiiue 25 per cent. 

(p) (k)inj)ound interest 10 per cent. 

(/) Seeds and manures 2o per cent. 

(g) Agricultural implements — Nil. 

(/i) Cattle — 13 per cent. 

(i) Education of children — 1 to 2 per cent. 


Profe.s.sional money-lenders are tho people that are gcjunally leHortf'd lo. 
The rate of interest charged is 12 to 18 per cent and is coiiipoimded every 
year. Any amounts paid are ci*edited to it. In case of failure to repay 
the debt, civil (snirts are resorted to, decrees aie obtaiiusl, and the pro- 
portie.s (cattle, produce, houses ami lands) are attached. We cannot sa> 
that a large number of people wJio are etticient furnieis are turned into 
tenants through the process of enforcement of old debts and tho laiuled 
proi)©rty eventually passing into the hands of the trod i tors, but say about 
5 to 1(1 per cent of the people might have been turm'd out like that, e.spo- 
cially due to famine and other extraneous causes. I do not considtu* that 
the process of enforcement of old debts is taking away from the actual culti- 
vator the incentive to produce more. 


G. IndustrieH , — There are about 15 rice mills and groundnut deeorticator.s 
in this district. Jaggery is made from cane juice by boiling the juice ni 
iron pans in many parts of the district. Rearing ot betel leav«*s, cm*onut and 
other vegetables and in the agency tracts, lac, turmeric and kaniala powdei 
are either manufactured or cultivated. This district is famous lor silk spin- 
ning and w^eaving, and hrass-w'are industry. Weaving arid spinnmg indus- 
tries are the only industries, w^hicdi cun be resorted to by the laririers dming 
siumuer, when thev will have no other agricultural avoc-ations. \ ery small 
capital is required for this purpose and can be supplied by co-operative 
societies which can he formed for this purpose. 


(ci) Hand-loom and weavmg industries are 
Fisheries can also be improved. This district is 
metal works. 


common in tliis disti'ict. 
famous for lirass and l>ell- 


//. — Indigenous iKiuking. 

There are uo indigenous, banks in this disl.i.f but b.c-.;i inonc-v-londeri 
accept deposits at interest. 
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HI, — Investment habit and aiiraction of capital, 

1. Tiio imperial Bank of India is the principal banking resouroe in this 
district and there are also two district co-operative banks. The Gan jam 
District Co-o|>erative Banking Union, Ltd., and The Aska Central Co- 
operative Banking Union, Ltd. Only Government servants and x>eople who 
do not like litigation go to the banks to invest their monies, and all others 
like to invest in more paying transactions, such as D.P. note advances to 
the x^ple and mortgages, etc. Jt is impossible to extend facilities to the 
in^rior {daces without great oiganizations. The overage ryot and other 
middle and wealthy class like to invest their major portion on jewellery. 

2. Postal cash certificate investments are. availed of only by highly paid 
Government servants, and not by the general i>ublic and the ryots. 

3. The bank gives all facilities for purchases of Governnieut securities by 
giving them advances which are to be repaid in easy instalments or other- 
wise. Begarding sale or purchase of Government or other security, if surplus 
money comes into the hands of an ordinary ryot, after defraying all charges 
of cultivation, be purchases a small quantity of gold and also invests in laud 
and cattle. If it comes into the hands of the merchant, he will invest in 
money-lending or storage of produce. If it comes into the hands of a middle 
class man, other than tlie ryots and the merchants, he invests generally 
in gold and money-lending, and rarely in hanks. Say 5 to 10 per cent of 
big farmers lend to fellow agriculturists, practically wuth almost all the 
conditions of a money-lender. Jn prosperous years, they invest on gold and 
lands. During the last one decade, owning to the good prices ruling and 
higher wages given, the indigenous {lopulation can he said to be a little 
prosperous. 

4. (Jhedue habit . — The cheque habit is gaining popularity among the 
educated classes, and the abolition of stamp duty has greatly increased the 
cheque habit. This will be an impetus to open as many accounts as possible 
with a hank and also to ocoriomize the expenditure. If ch^ues are made 
out in the vernacular of the district, they can bo popularized among the 
people who do not know English. 

5. The banking habit in India is, of course, of a very slow growth. This 
is cliiefly due to the non-existence of bunks within easy reach of all and good 
{)ropagauda. 

The Imperial Hank of India . — It requires no special mention as it is quite 
apparent that by tlie opening of new branches by the Impejial Bank of 
India, trade has prospered in many places and the hanking habit and facili- 
ties have been taken advantage of by the educated and mercantile com- 
munities, who are lieing financed directly and who are financing in their 
turn almut 20 to 25 per cent of the ryot population in this district. The 
facilities offered by the hank for remittances of funds are greatly appreciated 
and tlie banking institution has become a chief factor among the mercantile 
com'niunity. 



Written evidence of the Agent, The Imperiei Bank of India, 

CSaliout 


i. — Agvicultui'al crtdit and credit facilities for small industncs. 

With reference to your ciix'ulur of the 27th August last, eucioning a copy 
of the questionnaire in connexion witli the banking enquiry^ I give Inflow 
» few details regarding the financing and marketing of local crops. 

1. Finance is obtained liy the ugriculturist in this district l>y ihe pledge of 
his standing crops. For this purpose, being a man of siiiall iiieuns, he resorts 
to the village money-lender, and in addition to biniig charged exorbitant 
rates of interest, which vary from 9 to IB per cent, be on many occnHiotis 
has to agi'ee to sell liis crops when liarvesteil through the agency of tlie 
money-lender, before obtaining his financial rwpiiremonts. 

For capital expenditure, mortgages are restoreil to, but for porinaiient 
improvements the tenants depend on the landlords, and. as soon us any sm^b 
improvements are carried out, rents are usually raised in proportion. In the 
event of a failure of the monsoon and the cultivator being unable to repay 
advances from the sale of crojjs, lie has tt> resort to mortgages for short periods 
or to the pledge of his movable property, such as family jewt'is, etc. 

The main difficulty in financing the piixlucer is due to tlic fact that he 
is usually a man of small means, living away from the centres where he is 
likely to obtain his requirements and with little or no education ; and although 
co-operative hanks have spread to some parts of the interior it takes many 
years for the agiiculturist to realize the benefits to lie derived from such 
banks. 

2, The principal crops in tlie district arc t»epper, ginger, aiecaiinis, paddy 
and ccKionuts (copra and coir yarn). These to a large extmt uie l.roifght t(» 
sale through the medium of the inon^-londer wlio originally adviuurcd to 
the cultivator. He in turn sells to a commission agent or broker at the 
exiKirtiiig ctmtres, who finally soils to the exporter. 

In this district shroff'ee huiidis play a log part in iln^ liiiancc ol tiade. 
Jfy way of them money is advanced to the <'ommiHsion agents and dealers w!»o 
in turn get into touch with the pixidueer in outlying districts and advanct' 
them so much pending the arrival and sale of the produce in exporting 
centres. 

Railway receipts and hills of lading iorni the chief iiistriiments of title 
employed for the raising of money during the process of marketijig. 



Written evidence of the Agent, The Imperial Bank of India, 

Coimbatore. 


I,—'A{/ricultuiul cradit and credit facilities for snuill industries, 

2. Coimbatoi'e is a iurge district divided into ten taluks, llie principal 
crops produced in the district are cotton, groundnuts, sugarcane and other 
dry crops and the total output of the above will be about Its. 5 crores |>er 
aniiuui. 

Cotton . — The area under cultivation is exieusive as the soil and climate 
are suitable. The season lor cottori eoininences in the middle of February 
and closes approximately by the end of Oetoljei . The principal marketing 
centre is Tiruppur though a C'onsiderahle quaiitity ot cotton finds its way u> 
C'oimbutore where it is consumed by the local mills. About Ijf crores is 
joquired to move the crop. 

C roandnntn . — The crop is mainly grown and marketed iji Pollachi taluk 
and the season etnnmenees in August and ends in i\oveml>er. lloughly 
speaking one crore is required to move the crop. 

Suyarcane and tobacco . — These crop.s are cultivated in fair quantities 
and the season is from Mai'ch to July. There are no local L'uiketing centies 
lor the al)ove and in view of the small surplus available the stocks are imme- 
diately bought up by up-country merchants. The output of these crops will 
be about 1 crore and lU lakhs. 

Paddy and yruins . — Stocks ^irodueed are insufficient for district consuinp- 
iiou and large importations from time to tJine are necessary. 'J he output 
will bo about i crore and 15 lakhs. 

Finance and custom . — With regard to financing the ciH>ps Ui) to the time 
of inurkeiiiig and disposing of the same the following course is usually 
adopted. 

The cultivators arrange financial assistance through money -IcMiders in 
tlioir villages for the purchase of seed, cattle, manure and i)uyment of labour; 
ill the case of small men a high rate of interest is insisted ui>on which ranges 
from 15 to 20 per cent and the amount generally borrowed is about 5i) iier 
event of the average yiel<i, 

W ith regard to the better class cultivators and sub-dealers of good means 
they invariably dei>osit their stocks with proinietors of ginning and dec^orti- 
cating iactories and commission agents who aavance up to 76 per cent of the 
current market value. W^ith the amounts rec*eived they pay off advauc*es 
already obtained from otiier sources and the balance of tiie crop held by the 
above factories or commission agents, as the case may be, w^ill lie kept for a 
jKissible rise in price and sold in due. course. 

In the case of small to average cultivators growing cotton and ground- 
nuts it is customary when the crops are nearing harvesting to arrange finan- 
cial help from middlemen and agents of mills to the extent of 50 to 70 i>er 
cent of the ai>proximate yield at prevailing market prices. With the money 
borrowed they will repay the money-lender who advanced in the first case. 
The arrangement made by these cultivators with the middlemen and mill 
agents, etc., is that the advance will l)e repaid in kind and any balance over 
at the end of the season w'ill be paid in cash. 

Accommodation is given on the security of a pro-note and in the case of 
ginning and decorticating factory owners it is frtHjuently considered suffi- 
cient if the signature of the cultivator or sub-dealer is taken in their registers 
for the stocks deposited with them. 

Interest on the advance is usually charged at 12 to 15 per cent but much 
depends upon the financial standing of the. party and the amount advanced. 

Banks render every assistance in financing and moving the crops by cash- 
ing the D.Ds. of exporters and granting advances to approved parties. 
Generally speaking, it is the practice of the banks to advance to the spinning 
and weaving mills, ginning factories and well-to-do traders and merchants 
but the smaller men are financed by the money-lenders, Muitanis and others, 
who in turn obtain a large proportion of their funds from the banks. 

Every reasonable facility is given by the banks to finance the general 
trade of the district^ and, in particular, cotton and groundnuts » 
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Written eyidenee of the Agent, The Imperial Bank of India, 

BUore. 


1, — Agricultural credit and credit /atilities for small industries. 

2, The principal crops of this district are paddy, tobnwo, gint^elly, and 
other drj’ grains, and the following methods with regnrti to inarkcting tliose 
crops are generally observed by the local merchants. 

Paddy . — The agriculturist in the more important delta villages, wheiHi 
rice factories are situated, generally sells his pn>dnco dim'i h) tlie mills 
at the prevailing market rates — payment in most cases being immc<liate 
and in some eases in a week’s time. 

Ryots in smaller villages, who receive earlier advances from the village 
merchants for cultivation purposes, sell their ])roduc<:^ through the village 
merchants for immediate creilit of their accounts, at the current luaikct 
rate, and in some cases they hand over the prixluce to the inerclianis to lu> 
sold at a later period, in which case, in addition to tlie iutorf'st, a small 
commission and godown retit are also charged. 

The village merchants who collect the paddy of the smaller ry(»t.s, as 
stated almve, sell, whenever prices are favotirable, to rice millcis on eight 
days credit system or send the produce to another commission agent at a 
central marketing place to l)e di.sposed of at their instrm*tb)ns. 

The general custom in this district is that no interest is charged in 
lespect of paddy sales to approved dealers if payment is cffcctcul within a 
week, otherwise interest at 9 to 12 per cent iA added. 

Tcthacco. — This is grown in upland villages and whcui the ciop is rcjul.v for 
harvesting, the agents of tobacco merchanis in the town go (o Ihe village's 
and collect the stocks from tobacco-growers for wliicli payment is to he made 
in one month. In few cases, where the individual landlord has very larg(‘ 
production, he allows longer time to the dealers for payment. 

The stock-holders at the central place will distribute their hohJing 
throughout the year to the consuming (xmtres. 

(,'nigelly. gram, etc. — These crops are also pi'oduced in upland villages. 
The smaller ryots sell for civsh in the first place to increhanls who havt* 
(‘siahlished theni.selves in <*entrally situated villages in those tracts. Tlu'sc 
merc'hants, in their turn, send the <H>lkK*t(Ml produce to commission agmiis 
at the central marketing place to he disposed of at rates aliove a certain 
minimum. The comiiiission agents at the central marketing places generally 
advance 60 to 70 ])er cent of the valine to the mercliants and the usual 
interest, godown charges and commissiem are also charged wiicn uciounts are 
eventually settled. 
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Written eridenoe of MJUly. Rao Bahadur U. ABABBA BAO 
Avargal, Agent, The Imperial Bank of India, ICangalore. 


7 . — Agricultural credit and credit faeilitiei for small induHriei. 

2. By agriculturist, T mean the landhoUler and not ihe tenant, who 
acrtuaily cultivates the land. The staple crops of this district arc rice and 
arccranuts. Broadly speaking, the landholder does not requii-o any finan- 
cial help during cultivation. On the other hand, it is the tenant that is 
to int^et the c^xpenses of cultivation. These consist of expenditure on 
seed, cattle and labour employed at the time of tran^lantation. The 
tenant does not find much difficulty in meeting them, so long as he is in 
possession of the land ; hecanso, it is only after meeting all these expenses 
and the cost of maintenance of his family and himselt that ho gives the 
stipulated rent to his landlord. Tf the actual outturn falls below the 
total expenditure of the tenant, the tenant gives the landlord only what 
he can afford to pay and not the full rent due. In years of failure of 
monsoon, etc., it is the lundloi*d that suffers and not the tenant. Again, 
for permanent improvements. it is the landlord that lias to find the 
wherewithal, and, sinc^e the late War, after reaping the very favourable 
results of high prices of foodstuffs. T do not think it is difficult for a 
landholder to find money for improvements out of his accumulated 
surpluses. 

The method of marketing the principal crops in the district is for the 
banks to accommodate the town merchant, who in turn accommodates the 
villagb trader to advance money to the petty landholder of the village and 
get in return his crops, and send them on to the town merchant, who gives 
him the necessary accommodation. The bigger landholder is quite inde- 
pendent of the town merchant or the village trader and dictates his own 
terms. 

The possibilities of forming; pools and of co-operative efforts in marketing 
produce are few in this district. There were two attempts in this direction, 
and they proved entire failures. The main reasons for these, I should think, 
were inexperience and inefficiency in the management; but proper training 
and knowledge of the busineas and selection of right persons will rectify 
the defect. 

The only facilities at present available to the public including banks 
for internal remittance.s in this district are the post office and the cash 
orders issued by the Sub-Treasuries. Owing to the easy means of communi- 
cation by motor bus that now exist throughout the district, I do not think 
people find any great inconvenience in the matter of internal remittance. 
No doubt, carrying money by bus involves a certain amount of risk, a.s 
there are several ferries to be crossed by the coast route. 

The only negotiable instrument that plays a prominent part in the 
internal trade of the district is what is called Havala ”, which is a mere 
letter addressed by one merchant to another requesting the addressee to 
pay at sight a certain sum of money to a specified person. 

The only kind of instrument of ownership of goods and produ^ that 
is employed for raising money during the process of marketing in the 
internal ^ trade of the district is railway receipt, and no difficulty is exp^ 
rienoed in the use of this instrument when the borrower is known for nis 
honpsty and worth. 

Broadly speaking, a land yielding a mura of rice can he valued at 
Rs. 100 and that yielding a candy of arecanuts at Rs. 1,000. 

4. The only impediment to the fr^ mortgage and sale of land in 
district is the prevalence of the Aliyasanthana Law of Succession (i.e., 
succession in the female line). 

There are no land mortgage or agricultural banks in this district. There 
will not be any dearth of def^its for such banks if established with Govern- 
ment guarantee both for the principal and interest. 
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6. Thei-e are few subsidiary industries supplemeii Ul to aiiriculture. 
existing m this district, but dairy faiouiiig, sugar rehneriee and Hand* 
weaving can be encouraged for supplementing iHe inconie which a tenant 
derives from agriculture. These industries have to ho worked on co- 
operative basis. 

7. I do not thinlr the co-operative societies that are in this district are 
being starved or handicapped in their work for want of capital. 

Co-operation in this district has develo^ied only one side — that of credit - 

and to an abnonnal extent. This undue development has brought cre<lit 
to the very doors of the villager resulting in indiscriminate l>orrowiug ami 
waste of money on non-productive enterprises. Co-operation in its produc- 
tion and distribution sides has lieen entirely neglect^. If sieW lind 

also been developed side by side, lK?tter results could have lieeii obtained. 
The district is not wanting in capital and intellect. There is also plenty of 
labour. What is required is the proper directing of these national assets to 
the right course. If this is done, much go<Kl will result. 

1 1 . — 1 ndigen o u s ha u k ing. 

There is no indigenous banking in this district, taking a bunker to menu 
a person who receives deposits and deals in hundis. 

But there are money-lenders wJio advance money to the extent of their 
ri^sourees to whomsoever they think sound, w’ithoui regaixl to tlie |nirpo.se 
to which Uie money they lend, will he utiliHed and the rale of interest 
generally cliarged is 12.i per cent jier annum. 

111. — Investment hahit and attraction of rnjntal. 

The capital resources of this district are more than sufficient for its 
commercial and agricultural needs, as is evident from the deposits with 
cc operativo and other banks of this place. But the fa«?ililies hy these 
banks are* taken advantage of mainly by the rich and the upper middle 
classes. The poor have no possibilities to save, as their earnings leave 
little margin above their needs. 

Mere literary education in itself is not of much economic value, and if 
at all the problem of poverty and unemployment is to he solved, it is by 
working up the natural resource of the country, especially agriculture and 
industries, and a specialized training, free of charge should he given to the 
people, so that improved and up-to-date methods of agriculture may 1h) 
introduced and a better return fi*om land may lie got. At the same time 
an organization of cottage industries in villages will kenq) the poor above 
want and thereby afford opportunities of savings. 


125J 
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Written evidence of M JUfty. M. B. SABMA Avargai* Agmt, 
The Imperial Banh of India, Begapatam. 


I, — Agricidtural credit and credit facilities for small industries, 

1. The rates of interest charged in the ba£aar in this district in respect 
of advances vary from 9 to 18 per cent. The period for which these loans 
are taken is about a year and the securities given are mostly promissory- 
notes. 

2. The principal crop in this district is paddy. Paddy is mostly con- 
verted into rice and exported to Colombo, Straits and also to other districts 
in the Presidency. Advances are granted to mirasdars and rice-mill owners 
by banks. They keep on the produce till a favourable market arises. Then 
they are sold locally or out.side as the case may l>e and the sale i^roceeds are 
generally received through hanks by means of Demand Drafts and T.Ts. and 
also to a certain extent by vernacular hundis. Demand drafts are drawn 
for paddy and rice exported with railway receipts or Dills of Lading attache<l 
and discounted with the bank. 

6. There are many rice-mills in this district where the paddy harvested 
is milled into ric^o. These mills are mostly situat<*d near the railway stations 
and therefore rice is easily railed to principal market centres. 
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Written evidenee of M JUBy. D. SBSHAaXRI BAO Gkuni, Ageni; 
•Tho Imperial Bank of India, Bellore. 


I.—Auricultural credit uud credit facilitict hr sniall industries. 

1. The agriculturbts iu the district may be divided iuto three elussos— 

(а) The humble (or poor). 

(б) The amail. 

(c) The well-to-do. 

All these three typos uiituiii ussistance tor all tlieir agi iculturul rcHiuire- 
ineiits from the suiue sources or agencies, i.e.. {a) gets help from (6) and 
(f ); (6) from (( ) and village money-lendei*s and (< ), from banks and bigger 
money -leudei*s. 

There is a co-operative movement working in the district but only a small 
percentage of tlie ryot population is helped by it. Land revenue is paid by 
sale of paddy during which season low rates are generally quoted. 

Rates of interest vary li-oui 9 to 24 per cent depending on tlie btaUis, 
urgency, need ot the borrower and .security utfertHl by him. 

Loans are rcpayuiile us soon as the harvesting season is over, i.e., once a 
year, but they will generally rua for tliree yeai-s as it may not l»e possilde to 
pay off the loans in a year. 

The security taken is a simple prt>-note 1 rom the borrower or an acknuw- 
Jedgment from him in the form of a receipt or a letter or an utKiuiitance in 
the Jeiuler’s hooks where kept. Pledges and moitgages ol movahles and 
immovables are also offered and acceptecl. 

The Government grunts tukuvi loans at 1 airly low rates of interest hut 
these are not popular and workable owing to the delay and on account ol 
the applications not granted in full. 


Banks assist ryots and other landowners by granting seasonal loans on 
suitable security for payment of kists and for agricultural puiqmses and 
improvements. The co-operative bank assists its meinliers through several 
rural co-operative credit societies which are established iu many ol the niial 
areas. However it is the professional money-lenders that are mostly popular 
and generally approached by a great majority ol agriculturists as these do not 
insist on the several formalities and technicalities of the other lending 
institutions. 

There are about 460,<XHJ acres of land where wet cultivation (paddy) is 
carried on and the exfienses for purposes of merely cultivating an acre of 
wet land inclusive of Government kist come to Ks. There arc aliout 

940, (XX) acres of land iu the district where dry cultivation is carried on and 
the working expenses per acre come to Rs. 10. 


2. The crop that is largely grown in the two taluks of Nolloro and Kovur 
of the district is paddy (the dry crops such us ragi, millet, black-gram, 
chillies, etc., grown in other taluks are not appreciable, only a small quan- 
tity being available for exfiort) w'hich is never taken to any recogniased 
inaiket for sale, as one does not exist, but the iiiiddleiuaii intervenes beiwtjen 
the dealer and the producer for effecting purchases and sales. In some 
instances the dry crops are sold on commission. Local traders are not accus- 
tomed to hold large stocks and much less middlemen. The risk of holding 
stocks is considered so great that the trader would only buy such quantity 

could find an early sale. The producer has not enough capital either, 
the result that he is obliged U) sell the produce for what it will fetch, in© 
agriculturists therefore need no credit, for marketing their 
dealers also manage purchases of stocks with their own monies and with very 
little borrowed capit^. 

Tka town 'dealer exports milled paddy (ri'^e) on credit and .jj* 

value Ihter on, (with interest and commission). This system of supplying 
W <^!ii8it re||uires much money which necessitates outside borrowing. 
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Tlie public make use of the {lost oS&ce to a great extent for sciidiug aail 
fluting their remittances. Borne of them and many of the merchant popu- 
lation are now making all their collections through banks. The remit- 
tances of some of the merchants are made in the same way. 

Trade coliectious are to a great extent made by the sale of hundis through 
the banks. There are two different kinds of bills^ (i) demand bills; and (li) 
usance bills. The former are payable on demand and are exempt from 
stamp duty. The latter bear the xiecessai*y stamp and are payable after a 
certain date or sight. 

Railway receipts and bills arc the doeuinciits employed in raising iiiouies 
during the pi-ocess of marketing. 

3. The land can be classified under two heads, (i) dry and (ii) wet. On 
dry lands are gi-owii ragi, millet, blaek-gram, chillies, etc., the value of 
which ranges from Rs. 100 to Rs. 300 an acre. Paddy is grown on wet lands 
the price of which varies from Rs. 400 to Rs. 2,000 per acre depending on 
the fertility of the soil, its locality and its facilities for irrigation and 
cultivation. A portion of dry land is utilised os grazing ground which is 
generally valued at Rs. 50 to Rs. 400 per acre. 

Owing to factions, competitive spirit and tendency in the newly rich 
people to acquire land, Rs. 400 to Rs. 1,(XX) per acre in cases of wet and 
Rs. 50 to Rs. 200 in cases of dry land can be got both in Government auction 
and court sales. 

Private negotiation may sometimes fetch as high a fancy price as Rs. 2,tX)0 
and Rs. 400 per acre for wet and dry lands respectively. 

6. (1) Rice-milling; (2) hand-spinning. 

(1) liict-mllling , — Paddy is in i lied and eximrted as rice to Madras and' 
places in the south where there is usually good demand for this district rice. 
There are about 30 mills in the district whose annual outturn is OOitKX) 
candies of rice valued at about one crore and twenty lakhs of rupees. 

(2) Hatui-spinning . — This is done on a very small scale by the humbler 
ryot pox>ulatioii, mostly women, wdien they have no w'ork. ^I’he thread 
that is so spun is utilised for making coarse cloth and fishing nets, etc. 

6-a. Weaving , — This encages a great many of the poorer classes of iieople 
who have taken that as their i>rofession. The manufactures are carried on 
at Kovur, Nellore, Gudur, Nayudupet and Sullurpet. The cloth woven is 
locally known as ‘‘ Kaiyellu and is turned out in both coarse and fine 
textures according to demand from outside i>laces, such as Rangoon, West 
Africa, Manchester and Straits Settlements. The outturn in this industry 
can roughly be estimated at 15 — 20 lakhs a year. 
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Written evidence of the Agent, The Imperial Sank of India, 

Rajahmundry. 


L— Agricultural credit and credit facilities /vr small industries, 

1. Agricultural credit , — Tlie syjitom by whiili ay;rirulnu i,*,Ls iu tbi.s 
district obtain finance for expenses during cultivation ait:‘ follows and 
ioi this purpose they may be dividetl into three classes: — 

(1) The landed protJrietoi*, 

(2) the smaller ryot owning his own lands, 

(3) the ryot owning no land but working on Ica^e. 

In the case of (1) little or no financial assistance is rtMjuired for e\pcnscs 
during cultivation, only a small portion of iiis lands being retained by jiim- 
self and the rest leased out. in lots, to small ryot^, for which he ickmccv', 
payment at the rate of so many bags per acre. In the event ol the lamH ntl 
living away from his lands, they would be leased out for cash. 

Jn the case of (2) the ryot would generally eiiltivate tin* lands himself and 
iu most cases would re<iuire financial assistance during the lime of cnitiv alion , 
i.e., for transplantation and luirvesting — finanee for the foiim*r nsnally hmng 
obtained by borrowing from money-lenders and for tlie latter by ailvumes 
being made to the ryot liy millers and eommissioii agents on an undertaking 
from the ryot to deliver* by a eertain date, a eertaiii (piaiitity of imddy, at a 
^ fixed rate. 

Jn the ease of (3) the ryot would generally lie assisted bnancially by iliu 
landlord i rom w hom he leases the land or w hen that is not possif^le by some 
of the larger local ryots. This would apply for* expenses inciiired both oi 
truiisplantation and harvesting and repayment would be nniile in paddy, 'riie 
feimuller ryot has to spend uppi*oximutely Ks. 12 — lo j)ei acre on accoirnt of 
expenses lor cultivation which would he C(|Ual to abotrt two bags of paddy; 
eight bags of paddy per acre goe.s to the landlord, so that taking the average 
yield per acre at 12 hags, the ryot is left with two hags per a( i*e as his shaio 
of the profit, if there is a second ci-op grown on the lands leased, the ryot 
and the landlord share equally iu the total yield of the second crop. 


In the event of the ryot requiring credit for capital an 1 pcjmanent 
improvements, he would, as a rule, if the amount is small, borrow the 
same from one of the local co-operative hanks, hut if a larger lunonnt 
than the co-operative bank could lend in re<|uired, he would icsoit to a 
money-lender who would lend the amount on a long-term loan on the 
mortgage of the property. 


In the ca.se of credit being required for the payment of Government 
kist, the i-yot would either borrow money from the Marwari or raise a 
loan with some of the banks by the pledge of jewels. I ho rates ol inter- 
est charged by the local money-lenders for loans vary fiom f) to J5 per 
cent according "to the stability of the party and the soi urify olfered. In 
the case of a long-term loan made on the mortgage of property, the rate 
would not usually exceed 9 i^er cent, the loan being usually granted for 
a period of five or six years subject to fixed repayment of principal and 
interest. But in the case of short loans made on demand fn'o-notes w itliout 
other security, the rate would usually be somewhere l)etwt?en 12 to 15 |)er 
cent subject to a minimum period of six months, the [iro-noLe being nmde 
payable or renewed at the end of every year. Mai n an money-lenders 
frequently make advances ryots and others on tlie s«:nnty of the princi- 
pal produce of the district, the produce being stored in 
lock and key. In this case the rate charged would vary between 9 to 

12 per cent. 


2. Method of marketing principal crops.— The 
ia this district is paddy of which there arc two crops. The hret crop m 
Om am is bai4U^ during the month of Decemhsr and from the third 



#fM3k in that month it l>egins to appear in the markets. At first it only 
comes m small quantities) os tiie substantial ryot^ wiio possesses his own 
iandS) usually holds up the paddy in his godowns iiU about September ahen 
prices begin to rise. Jf he intends trading in the paddy irarket, he vei*y 
often borrows against the security of paddy at a cheap rate ot inti»rest 
and buys more paddy ahiie the price is low. The smaller ryot is, however, 
forced to either sell his paddy immediately to clear the debts he has 
incurred on account of cultivation expenses, or deliver it to the etminussion 
agents from whom he received advances. Any surplus stocks still avail- 
able are in most cases pledged to banks and in this nay he is able to buy 
more stocks while prices are favourable. Paduy dealers and commission 
agents buy considerably in the early part of the year pledging the same 
to banks and taking advances against the paddy stored from time to 
time. In this way more than halt of the total yield is held up till ul>out 
Beptemlicr when prices usually liegiii to rise. The second crop M'hieh is 
harv^ted in May is a three moiitiis crop and suitable^ only lor coinert- 
ing into boiled rice. This usually comes into the market much faster 
than the first crop and is usually purchased straightaway by millers for 
converting into boiled rice. As will be seen, banks play a leading pail in 
the process of marketing these crops and are able to ivssii^t the smaller 
ryots to obtain better prices for their crops by granting them loans 
against the storage of paddy until such time as i>nees improve. 

From Septemlier onwards the paddy market is usually vei^y brisk and 
boiled rice is exported in large quantities to Madras, the West Coast and 
Ceylon. To meet this demand, the millers now buy ttij mr>st of the avail- 
able stocks of paddy and, after milling, the same is available for export. 
Here banks again play a prominent imrt iii assisting millers with accom- 
modation and discounting their bills drawn against exports. 

The old practice of receiving reiiii'ttances through insured post has 
now almost entirely been done away with and wliercver possible the 
exporter prefers to draw bills through banks. 

3, Value of land , — Value of land in this district varies according to 
the fertility of the soil and the irrigation facilities. 'J’iie best wet land 
under canal irrigation and on which two ciojis of paddy can be grown 
would I’un Jrom Ks. 1,000 to Ks, 1,500 per acre, and in some cases fetch 
even 2,000, whereas certain wet lands where only one crop of paddy 
could be obtained would fetcli from Ks. 500 to Ks. 1,0^>0. The price of 
dry lands in the district under tank irrigation would vary from Rs. 300 to 
Ks. 500 and dry lands depending only on rains would fetch a much lower 
price. These figures apply only to whore the lands are purchased by 
private negotiation and in the case of a sale by court decree or auction 
for non-payment of revenue the lands would fetch a much lower price. 

II, — Indig enous hanking . 

I'hc only kind of indigenous banking carried on in this district is that 
of the Mar war i and Multan i money-lenders who do not receive deposits 
but only transact money-lending business. In the case of the Marwari, 
his advances are chiefly made in the form of cleniund promissory notes 
whereat the Multani practically deals only in hundis. The former finances 
to a small extent both agriculture and trade while the latter almost 
entirely confines his advances to the trader and merchant. The rates at 
which they advance money varies from 9 to 15 i>er cent. 



Written eyldenoe of the Agent, The Imperial Bank of India, 

TelUoherry. 


L— Agricultural credit and credit /acillties tor sinall industrien, 

2. The chief crops which are dealt with in this district are: tea. coffin^, 
pepper, coconuts and a certain amount of ruhher. Of tea, (ofFt*o 

and rubber are almost entirely in the hatuis of the Kuropeiiu turns wlio 
have their own arrangements for finance. 

Pepper.— The crower may either phick and sell tlm crop Inin.sclf or 
he may accept a lump sum for the anticipatotl yield e.irly in the season 
from the Pattokaran (who acts as a middletnan the grower 

and the pepper dealer) receiving an advance in ennh at the lime of the 
transaction and the balance after the crop has htnai plnckwl. Owing 
however, to the very high prices to which pepper has ristm in tfie last few 
yeai*s, the growers are in many cases in a very strong position and can 
atford to hold the major portion of their stocks until prices offertHl are 
to their liking, only selling sufficient to nu>t‘t their iin?nediatc it'ouir- 
ments and, tw pepper keeps in good condition for a considcralilo tune, 
and as suiiplies are limitcKl, prices tend to keep up. 

{%'onuts , — As in pepper the ** Pattakarnn *’ ]iuri-has(vs the crop in 
advance from the landlord, hut in this case, a fixed anion nt is paiil annu- 
ally (called pattern) which does not usually vary unless fresli trc(*s begin 
to yield or large fluctuations in price (K-cur. 


In the case of both pepper and coconuts, the grower deals almost 
entirely on a cash basis. The Question of credit accommmlntion first 

arises with the “ Pattakaran ” who contracts with the lo< al dealers to 
supply a certain amount of produce within a stated period and obtains 
an advance, balance being paid when the lemaindo]' of the goods arc 
delivered. The security given for such advance is cither a tleniand 
promissory note or a hiindi of from 45 to 1)0 days and the usance hill 
appears to be gaining in popularity, as larger dealers me able to re- 
di.scount with hanks or sowcars. The dealer ohtaiMs the acconunodation 

ho requires over and above his capital invested in hnslncss, chiefly by 
means of usance bills and disposes of his produce either to the Kinop<‘an 
firms for foreign export from w'hom he olitains payment on c<;mplejlon 
of his contract or by dospatcli on hi.s owui account to otIuT [uirts of the 
country, in which ra.se a short dated hill or demand draft on the eoosignee 
supported by raihvay receipt and insurance policy is usually readily 
purchased by hanks or sow'cars. Dealers also ohtiiu loan lu <‘:mimodution 
for short periods by pledge of their produce obtaining part rtbuisoi on 
payment as orders are received. 

With regard to imported pi'oduce, by far the largest is the import 
of rice and paddy. The local crop is negligible and about 1)0 per cent oj 
the rice and paddy consumed in the district is rec(‘ived from llnrnm nrnf 
to a .smaller extent from the Northern Ciixars. A large percentage or 
this import trade is in the hands of several firms of ( ntch Mcnons who 

give credit facilities to their constituents. Other Ift^'Ker dealers who 

in:port on their own account obtain their rwinirements clnefly irom sowtais 
against usance bills or from banks on the security of demand prmnisHory 
notes and actual pledge of the produce or undertaking to pledge? on 
arrival. 


The rates of interest rnling in the district on the 
borrowing referred to above vary from 7 to 15 jmr ^ 

tiire of j-ear and thn source from which the rtccommwli.tion is obtained. 
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Written evidence of the Agent, The Imperial Bank of India* 

TinneTell7« 


/. — AgricuUnral credit and credit facilitieg for gmail induetrieg. 

1. Finance . — The agriculturists in the district usually obtains finance 
tor cultivation, capital and permanent iinprovenients, land revenue, etc,, 
from the rich landowner or from the indigenous banker. 

Hate of interest. — The^ rate of interest varies from 9 to 21 i>er cent 
according to the worth and standing of the borrower. 

Nature of security taken . — Personal pro-note, joint ^pro-note, mort- 
gage on jiropertyj^ and pledge of jewels. 

Period of loans . — Loans for cultivation of land and for payment of 
revenue are generally taken for short periods, i.e., four to five months 
and repaid by sale of produce after harvest. Loans for capital and per- 
manent improvements are generally granted for jieri ids of one j ear and 
upwards, interest being paid ycarI 3 ^ Repayment is made by part paj^- 
monts from sale proceeds of produce and in some cases by chit amounts. 

2. (^rops . — The two jirincipal crops in tbjs locality are paddy and 
chillies. 

Paddy . — Ordinarily the production is barely sufficient for local consump- 
tion and there is no regular market for paddy. The rich landlords stock 
their produce, which includes the paddy they obtain from the ryots in 
relurn for advances made for cultivation and otlu>r expenses. This stock 
they sell when high prices rule in the market. The average ryot sell.^ 
his paddy IfK'ally whenever he feels the need for money, but tlie cultivat- 
ing tenant who leases lands from the v^ealthy landlord generally sells his 
pj'oduce almost immediately after the harvest. As the rvot and cnltivating 
tenant sell a part of theii* produc^o soon after harvest in order to pay off 
their loans, the grain dealers olitaiii the produce at cheap prices, and 
al.^cj, as the demand for padd.v at harvest time is dull, the market rate 
is generally low to start with. As the supply to grain dealers l>ecomes 
exhausted in course of time and the little produce held by the smaller 
class of cultivators is gradually consumed demand gets keener in the 
market and the price rises. Tt is at this time the rich landlords l>cgin to 
sell their stock gradually. 

(dullies. — The cultivator of chillies has to part with a fair portion of 
his produce for loans ohtaincKl from village traders and leading traders 
at Tinnnovelly. To the village trader he gives at the village itself and 
to the Tinnevelly trader at the market here at prices agreed to at tfio 
time the advance was taken. The village trader also sobs his produce to 
the Tinncvell.v traders for Cash or in satisfaction of advance.^ he has 
already received, and any surplus crop ho may have on hand is given to 
one of the leading traders who forw^ards the goods tv) various places for 
sale on a commission basis. 

Chillies are not stocked locally and are exported almost immediately 
they are received from the outlying parts. 

3. Price of lands . — Dry lands on which crops, such as cumbu, gingelly, 
chillies, etc., are grown vary in value from Rs. 20 to Rs. 200 per acre. 

Wet lands on which paddy is grown vary in value from Rs. 1.000 to 
Rs. 7,000 per acre. Position, accessibility, fertility of the soil and the 
sourcf* of irrigation are the chief factors affecting the value of lands. 

The value of land purchased bv private negotiation will fetch the 
highest price. In the case of sales by court, the price will fall far short 
of the recognised value. 

Lands sold for non-payment of Teveniie will fetch only a very low 
value. 


77 . — Indigenous hanking. 

Locally nearly every merchant of means acts as a money-lender and 
bftjikw and aooepts deposits from others which he invfsst# in bis bnsinew. 
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Th« indigenous banks do the following businoKs: — 

Receive deposits, grant loans, di8(H>iint bills, accopt articles for safe 
custody and do banking business in general. 

The indigenoiis banker negotiates bills, grants advnnccs and nvcoiven 
deposits. 

He has dire<‘t dealings with trndei's and iiioicbants und in souie 
<*ases he advain^s up to tlie extent of a niercbant’s worth. Sinb iHlvaiK^es 
are given against pet^onal pro-notes, joint pro-notos and sometinjos 
against the swnrity of produce? or gold jca'els. 

The following methods are in for<e when advancos are granted by 

indigenous bankers: — 

(a) He grants loans on pro-notes (mostly joint pro-noU«4> payable 

within a certain period in instalments, intiwest for ibe entire )Kwim1 
being collected at the time of granting the loan ; the iri teres t in such 
ease?; ranges from 12 to 18 per cent ac'cording to seasonal tiade 

conditions. 

(b) He grants loans on pro-notes (which are pr'tma faric payable on 

demand) with a yadast attached whereby the debt is made iei>uviib)e 

after periods ranging from 6 to 12 months with inte»*est ranging from 

12 to 18 i>er cent. In addition to the pro-note and yadast. be very ofien 
takes a letter of guarantee from a second part 5 ’. 

(c) With regard to current and overdraft accotints the trader and 

indigenous hanker keep daily transactions with each other. A special 
book called a bazaar chitta book is maintained by < fveb deab'r wherein 

entries are made by the parties concx'rned. Tnlcrest on ovcnlrufis is 

payable yearly at rates ruling locally, varying fi*om 1 to 12 per cH*nt. 

(d) He grants loans on mortgage of lands (cbiellv wetd with interest 

v'firyinp from 9 to 15 per cent i»ayable yearly and tiu' ('iip lal re|[>ayable 
on a stipulated date. In case of default of pavmout of citlier interest 

or principal, compound interest or excessive penal interest is made payable. 

The> provide themselves with funds obtained as d(*p»Hi(s from otbem 
with rates of interest as follows: — 

Fixed deposits 6 to |)er <*ent. 

Current dex>osits 9 to 4^ per rent. 
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Written evidence of the Agent, The Xmperinl Bnnh of Indie, 

ViMgapetm. 


7. — Agricultural credit and credit facilities for small industries. 

1. Agricultural credit and jftnance.— The agricultumt of standing has 
at his disposal all the usual facilities, afforded hy hanks, money* lenders and 
merchants for expenses during cultivation. The smaller agriculturist 
resorts mainly to the village merchant who grants him advances against 
gold and for this purpose the a^iculturist is in the habit of holding 
gold as a means to finance himself when necessary. Ho «is now resoHing 
more and more to the banks for advances against gold as he apprcKdates 
the low hxed rate of interest. 

The smaller agriculturist is also financed indirectly by the hanks as 
the- merchants are in a position to obtain all the usual facilities afforded 
hy banks and are thus enabled to extend their transactions with the 
bank’s assistance. The better class tenant can obtain clean advances 
from the merchant by undertaking to send all his produce to the merchant 
for sale on commission. 

The usual rate of interest charged hy the mereha»ics and the period 
for which Joans are granted are: — 

On produce 12 per cent per annum 6 to 8 months, 

,, gold 9 to 12 per cent per annum no period is fixed, 
c^lean advances 16 per cent for temporary loans, 

12 per cent i)er annum for loans outstanding for one year or more, and 

On loans against mortgage of land^ 9 to 12 per cent. 

There are only two or three Marwaris in this pari of the clistric*t. 
They also grant gold loans but these are usually to small men and, I 
understand, contain a penal clause which greatly enhan(‘es the rate of 
interest immediately the |)eriod fixed for the loans expiies. 

The co-operative banks also operate in the visp.il way and they 
are now introducing produce and gold loan business. 

Finance for capital expenditure is met by the landlord. 

Finance for special needs such as failure of monsoon is obtained 
mainly through the merchant against security of gold or mortgage of 
land, 

2. The principal crops of the district are mar’veted and financed as 
follows : — 

Paddg and cereals. — The agriculturist sells bis produce through the 
merchant and the price is fixed in the opening market. Prior to sale 
he is financed hy the village merchant who has the bank’s assistance when 
required. Substantial agriculturists have direct assistance from the 
hanks at their disposal. The produce is all consumed looally. 

Jaggery, oil seeds, etc, — These are all exported ond are financed as 
stated above and in addition purchasers send actual cash through their 
agents for advances to merc^hants about the time the produce is haiwested. 

The price is determined by the offers received from the buyers in 
Madras, Bombay, etc. 

^The banks finance jaggery to a large extent both on clean advances 
to the merchants before harvesting and on loans against the produce 
when it is harvested. 

Jute. — The price is governed mainly hy the foreign and Calcutta 
markets and the crop is financed through the large jute firms. 

GroundmtUs. — The price is dependent upon the foreign demand and 
the crop is financed by the large European firms whose representatives 
come here for the season. 



Kegotiable instruments are freely used in trade and ii>usisi largely 
m demand bills which are mainly negotiated through banks. 

3. Value of lands , — ^Wet lands growing suga^iane and i>add>, favour- 
ably situated for marketing and irrigation, are iThaiiging hands oidinarily 
at about Rs* 1,500 to Hs. 1,800 per acre but the v^u*uc of laud generally 
vaiies a good deal according to the irrigation facilities. 

Land is usually valued hero at 20 times the unnuul net \ield. Ciooil 
land when sold by private negotiation is valued at 30 yonrs^ l>ioil«icc\ 

Prices for land sold in Government auction or bv (*ourt ckn'rijc arc 
much below the true value. 


//. — I tidigenons hanking. 

There are no indigenous banks in the district and indigenous baukei's 
are few in number. They are in a position to avail iheniselveH of ull tlie 
facilities offered by banks. Their .s^iecial knowledge enables tliein to 
transact business beyond the .scope of the hanks but thrur activities arc 
greatly extended through the assistance afforded them by biinkH. 

HI. — IniH^stment hahit and aftrat‘*ioa of vopiUd. 

Investment /mbit. —The agriculturist on the whole prefers to invest his 
savings in gold as he knows he can readily obtain ailvanccs agniriKt it 
when required. It a^oiild api>ear ta be, therefore, a difficult iiroblcm to 
attract him towards postal cash certificates or other iorins ol invt'iiiment 
as these are not only liable to destruction but as it is loss easy to obtain 
an advance against them in his village. 



Written eridence of M.TLRy. P. PSBIYASWAMl MUBALITAR 
Avargal, Registrar, Chittoor. 


I. — Agricultural credit and credit facilities for small indtislries. 

1. (a) & (c). — The i*yots generally l>orrow iroui rich lundloidb and 
luoney-lenderti and nrbsn co-o|>erative societies wherever suth societies 
exist, and 

(6) the ajnount required for these purposes is borrowed from Goverii- 
ineiit under the Agriculturists and the Land Iniiirovement Loans Acts, 
from the co-operative credit societies and also from riersoiis stated anainst 
(1), (a) and (c). 

The rates of interest charged are 9 to 18 per cent per annum and the 
I>eriod for which loans are taken is not definite. Jt depends upon the 
success of the crops. Xn rare coses and that too in respect of small 
amounts, sugarcane and groundnut crops are taken as se^mrity and in 
a few cases personal security is taken. When large amounts are rtKjuired 
immovable properties are taken as security. 

The Government are granting loans to the, agriculturists under the Agri- 
culturists and the Land Improvement Loans Acts at n favourable rate of 
interest, ordinarily at 6i per cent, repayable in easy annual instalments. 

2. The principal food-crops are stocked at the bi^ginning (at the time 

of harvest) by some of the landowners and taken to the principal trading 
centres when the somewhat higher. 

The forming of pools and co-operative efforts will Jieli) tiio poor ryots 
to a certain extent in sharing the profits derived by these methods. Ju the 
majority of cases the ryots are so poor that they have c ither taken ad\ances 
for the orojis that are under harvest or that they have to sell away 
immediately out of sheer nec-essity to meet urgent demands such as laud 
revenue or other urgent domestic expenses. It is only a lew rich men 
that keep stock of their grains waiting for a higher rate of price. As 
such the possibilities referred to seem distant. 

3. I^or sugarcane for a crop of ei^ht annas outturn, the value per acre 
is Rs. 250 excluding expenses of cultivation. 

For paddy, the value is Rs. 100 excluding expenses of cultivation. 

For ragi, the value is Rs, 70 excluding expenses of cultivation. 

For groundnut, the value is Rs. 50 excluding expenses of culti\ation. 

For sojja, the value is Rs. 40 excluding expenses of cultivation. 

For jonna, the value is Rs. 75 excluding expenses of cultivation. 

For horsegram, the value is Rs. 25 excluding ^‘xponses of cultivation. 

The value will be lower still if the outturn is le^s than eight annas. 

The factors affecting the value of land. — (1) The quality of the land, (2) 
til© situation of the land, (3) irrigation facilities, v^4) urgency for the sale, 
(5) facilities for cultivation, (6) combination or otherwise for the purchase 
of the land and (7) the indebtedness of the seller. 

It generally makes no difference in the value of the land whether sold 
for non-payment of revenue or court decree, etc. If at all the value goes 
down, it should be only the result of inadequate publication of the sale or 
oombination or both. 

4. There is no legal impediment. No such banks exist in the district. 
They may be established for each district. The loans may be freely distri- 
bute to the really needy ryots and not given to a few influential men in 
the village. 

(a) The new system of the register of holdings now being maintained 
in Ihe several districts will, I believe, obviate the possibilities of Ssputes 
and counter-claims. 



1'he scale of foes f»»r searching the registration rwords may l>o tt^duced. 
Ilio oaitiial ol the prupot^ mortgage bank will have to bo durivml partly 
fltun deposits mid partly iruiu luiidts Iroui coiitrul uistiiutioiis mid dolioiitiiro 
bonds. 

In ease ot debentiu^ bonds there should be gumauU'e by the Govern* 
nient for payment of interest. 

The members of the bank sliould be held respen.>ihle thiougU lU 
directors for any loss to Government. 

5. An estimate of the indebtedness in a parti*>tiiar til the 

Chittoor taluk as obtained from the perusal oi the lo^istialion m‘otds 
is given below : — 

(a) The total indebtedness is Its. 5,rj00 aith land as sts urity in the 
lorm of registered mortgages, 

{b) no such case, and 

(c) Rs. 26 on houses and Us. ObO on lands ainl liousi* eoiuhiiied. 
There are cases ol raising of loans on the plewlge oi ploughs, ete , hut 
there may l>e i^es of pledging of ornaments. In the *uso ol the uho\e 
debt it was incurred as lollow.s: — 

(а) lis. 2(K) lor household e.vt>enses and purelioso ol cattle, 

(б) Rs. 25 lor building a hut, 

tc) Ks. 1,000 for xMirchasing land, and 

(d) Rs, 4,275 lor discharging earlier del>ts, the inleiest not lieing 
paid, ol which transactions to the extent ol Us. 2,*J^J0 are in lavoui of 
the sumo creditors. 

The creditors are chietly one or two well-to-do ryots ol the same village 
or adjacent villages. The rates of interest range liom \) to. 15 per cent. 
There is no ea.so ol grain interest. The enforcing ol payment is by suit 
m civil court. Efficient luiiners are not turning into tenants, ihit cases 
of otxlinary farmers turning into tenants having had to part with their 
land in the discharge of their debts are common. Thcio is only one caae 
of a iarmer selling liis land in favour of the credit)!*. Surely a iarmei 
heavily in debts will lose interest in his hands, i.o , to mipruvv them, etc, 

6. Rice-milling and groundnut-milling here xnd (hero in Ihe district; 
sandalwood oil extraction in Kangundi ; garden proilm*e on a large scule; 
mangoes in Chittoor, oranges in Puttur, limes in Uaiiiapuratn sub-district ; 
and handspinning in Chittoor, Puttur and Kangundi. 

6-A. Metal industry exists in Kalaliasti and J'inipaii. 

7. Co-operative banks are popular compared witli others. 'I’liey deposit 
in current accounts in the imperial Banks. 

Co-operative societies— -liong-teriii capital. 


Doubt as to the stability of the lianks is the difficulty in the ^ixy of 
long term deposits. 

No competition between the co-ox>erative banks and joint stock banU) 
for the latter are very few. 

Deposits in co-operative banks may l)e exempted, from income-tax. 

II* — Indigenous hanhinj. 

1. On the pledge of jewels loans are advanced. This is enrried only 
on a small scale. 

8. (a) Only a small capital is invested, 

(h) business is limited, 

(c) expenses are limited, and 

fcl)i t he i^ is no competition between the several banks in offering 
IcMum or reomTing deposits. 



5. Indiganoiuf bftakem — Marwariu— <lo not grant loatus easily even on 
the pledge ^ movabkas. Only half of the value of the jewel will I*© advanced 
to be repaid fully at one time and not by iustalments. 

6. The interest is high ranging from 15 per cent to 30 per cei*t per 
annum, 

7. FrejudtoeP Yes. 

10. No. 


in, — lnve»tmeni habit and attractiofi of capital, 

1. For encouraging small savings the post o&e savings bank is 
the only resource. 

2. Postal cash certificates arc not popular/ Savings banks afford 
facilities to the public but much advantage js not taken oy people other 
than officials. 

3. Investment is made in immovable propei'ty. Fanners lend to fellow 
agriculturists. 

6. 1 support the view that the banking and investment habit in India 
is of veiy slow growth. Except the wefl-to-do and middio elas.s people 
the others have nothing to deposit or invest. *feneral poverty is the 
cause. There should be established post office savings banks in important 
villages or groups of villages. 



Written eiridenoe of P. B. deBBBBIJjO, Beq., B A. 
Dietrict Begietrar, Ck>iiabatore, 


In submitting herewith the anawens to some of the points raisHi in the 
questionnaire issued by the above Ooiiunittee, I have to state that it is 
not possible to answer all the questions referi-ed to therein as the same 
requires elalK)rate enquiry and long eX{>erien<'e of the district conpItHl with 
a detailed knowledge of agriculture and track, the working of the 
modern banking system and the present ec-onoinir condition of the rvots 
particularly of rural tracts. T have therefoi'e atUnn|>U>d only such' of 
them as can l>e answered irithin the limited time allowcsl and with inv 
short experienc^e in this district. 


/• — AgrieuUural credit and credit facilitifjt for snud! iiiduHricit. 

1 (^)» 0^) A (c). — The agriculturist gcnierally >htaiiis ftnuiU'f^ hy mort- 
Ragi^K his iinmovahle projiertic^s to private jn^rsons giving credii to them, 
professional moiioy-lendei’s, indigenous bankers, joint stoc k hanks. c<i- 
operative hanks and Government. Sometimes, he gets inoncv on cxecid- 
ing pi-omissory notes or security bonds or on the hy|>othc*cation «»f grains. 
iewel.s or other movalde properties. Raising loans <»ii the scs-nrity of stand- 
ing crops is rare in this district, Tn the case of hypothcHution of pnqM'rlit^H, 
the amount of loan granted is about half and in tlie case t»f mortgage with 
poasession, about three-foiiHbs of tbe value of pro|>eily otfercHl a.s sccMiriiy. 
Tlie rate of interest ehargod in respect of such loans varie.4 from 75 pin 
cent to 18 per cent per annum on immovable properties and ubont 8 \ivv 
<*ent per annum on valuable movables. The Nattukott ii Chettis c Inss of 
indigenous bankers), T understand, charge an exorbitant rait^ of interest 
of about 36 per cent per annum in their documents lait ac tually take 1c*sh. 
i.e., beta^een 18 and 24 per c^ent per annum if tbe loan is repaid witliin the 
stipulated period. Tn respect of sums advanc*cMi by Gov<*rnnM*ni under the 
Land Tinprovement Loans Act and the Agriculturists Loans Act. a compara- 
tively low rate of interest is cdmrgod, viz., about 01 pm* cent pc*r annum. 
The period for which loans are taken deixmds upon the solvcuicv of the 
agriculturist and the necessity or demand for money. It may ihoredoro 
vary from 1 to 5 years and rarely almve that period. 

The part played by bankers of all classes in agricultural finance is 
briefly describe^d hereunder: — 

The professional money-lenders and indigenous hankers udvan<>e 
money to poor ryots on terms generally morlerate. The .Natt ukottai 
Chettiyai*8 do the same to some extent ilioiigh tlie terms exacUnl by them 
are harder than those exacted by other classes of money-lcudrMs, They 
do a large businc^ss in the way of lending large sums to big landholders 
probably for capital and permanent agricultural imnrovcmonts. fn tlie 
case of the poorer r^ots. the mouey-lenders are alnio.4. a m < due to 

fluctuating monsoons. Means of irrigation in a major of the district 

are not so verv extensive as to ensure cfmstant cultivation. The land 
tax is generally fix#>d and absorbs a great portion of the orcMfucc*; the 
prices of procluce fluctuate, though not verv auprccinidy, thus chnnging 
the incidence of tax from year to year. This means that, wliiU* the pnv 
duc?e from the land is varying, the ryots have *o onv a fixed tax which 
must come from the land. The money-lenders hy th'^ur interposition rnend 
the necessity of the ryots and enable theun to pay the Govern nmnt demaml 
in time. Other classes of organizations giving credit imliiding the Oov- 
emment render similar financial a-SHisianc'e to the ryots in ncinl. Rut the 
ryots do not seem to nva»’ themselves of the Oovernmeni arenev to 
fullest advantage as ther in the case of pnyate organiraf cons. Tiie 
very feW‘ loan orders and seeuritv bonds received in ** the wvei^l 

registration ofiicea in this district confirm my view. This mav either 
due to the ignorance of tho ryot of the existence of T.»oans or the 

stringency of tbe rules made and the dilatory nature of the pTeliminajij 
ynunilT trith a view to ensure that loans are grant^ on imeouate security 
and that instalments are punctually collected ae they fall due, 
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Ab estimate of the total amount of capital required for the variotis 
pu^oses noted against question 1 (a), (h) A (c) cannot be given isithout 
sufficient statistics inastnuch as such expenses, especially cultivation, 
(Uffer from soil to soil, crop to crop and from year to year. Clenerally, 
the best lands j*eceive the greatest attention. The ryot prefers to spend less 
upon the less productive lands. 

2. The present method of marketing principal crop in this district is 
that new harvests are either purchased by local dealers in the market 
or bought up by indigenous hankers who carry on trade along with 
hanking. Borne of the trading firms purchase the harvests direct from 
the producers also through their mercantile agents and s<?ll them in the 
mai ket on (commission. ^ A portion of the finance required during market- 
ing is provided by joint stock hanks. professional money-lenders and 
indigenous hankers. The last class, if they fall short money in ^imes 
of demand, get advances from joint stoc'k hanks or from their head offices, 
if any, and help the dealers in purcliasing. The spe»?iilators in commer- 
cial produce perform a similar useful function. By watching the state 

of the market for ^ different kinds of produce in different producing 
centres in the ^ district and entering into contracts for purchasing the 
piodu(?e which is likely to be in demand elsewhere, they enable the ryots 
to r^lisEo a large value for their produce. Some of them combine money- 
lending with trade when they have surplus monev in their hands aiid 

help the ryots but in such cases, the terms allowed are shoi*t and repay- 
ment is punctually enforced. 

The existing facilities available for internal remittances are remit- 
tance transfer rcK^eiots, postal monev orders, post.^il insurance of currency 
notes, demand drafts, cheques, hundis and hills of exchange. The nego- 
tiable instruments facilitate the settlement of accounts and transfer of 
(lebts. Thev afford a cheap and convenient way of transmitting money 

from one place to another with comparatively greater safety and less 
risk of loss. They ai'e extensively used by tradesmen, mannfactiirers and 
liusinessinen in general in carrying on their huRine.ss. 

Specimen forms of different classes of hundis which I have come across 
in this district are given below: — 

No. Bs. station date due on 

At d^vs (or months^ after date, pay to or order, the sum of Es. 

with all hink charges and overdue interest for vuloe received in goods aslper Invoice 
No. of 

Bignature. 

(b) Bs. station date due on 

At days (or months) after date, I promise to pay or order the sum of 

Hs. for value received against goods purohased. 

Bignature. 

To 


3. In this district, the value of an acre of wet land is al»out Bs. 1.600, 
of garden land Bs. 1,000 and of dry land Bs. 200. Tn parts of Dharapuram, 
TTdamalpet and Pollachi taluks where the soil is fertile and irrigation by 
channels fairly satisfactory, the value of an acre of the best wet land rises 
up to Rs. 2,500. The value of dry lands is below Rs. 200 in places where 
the rainfall is scanty and the soil unproductive. Generally, the value of 
lands is on the increase. This appears to be due to — 

(t) increase in the number of wells, 

(ii) rise in the value of all kinds of produce, 

(m) increase in productivity of soil in some places hy application of 
artificial manures, 

(it?) easy means of communieatinn resulting in the export of produce 
outside the district where there is demand for the same and the conse- 
quent realisation of greater profits for the produce, 

(i?) plantation of commercial crops, such as cotton, tobacco, tea 
etc., which feich.hlgh Talues in the market in place ef ordinary fodder 
crops m the majority of lands, and 
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(vi) incloses or rather a wunpetition for puix-hasing laiida by rich«r 
classes of people and traders who have surplus capital as this is Warded 
as a safe investment. ^ 


1 of land piirchuse*! by private neeotiiitlon will gem'rallv 

at the i>revailni;i market rat^' »»r sonietiiues a higher than that 

hicli ciepeTHis upon t he demand ; lnii. in tlic ease ot lands purehaseti iu 
(jov'erninent auction or court sale, the v^alne may not wme up to Uiat 
level because of the limited publicity, collusive understendinns ami the 
tendene^’^ of the highest bidder to bid as low a sum ns pos^ihlo. 

4. I am not aware of any legal impediment to mortgago of lands and 
agricultural holdings in this district. 

There is only one land mortgage bank in this distri 't estahlisluHl about 
three or four years ago at PetdamcMlu, a village near tJiis town, but T have 
nc knowledge of the inner working of that bank. There is no Govern- 
ment institution of the kind in this district. But in view of tlu' fact 
that a large numher of agriculturists resorting to several classes of 
money-leiidei-s for loans, the establishment of a few Government agiictil- 
tural hanks in important taluk t^rntres on the lines suggested in para- 
graphs 96 to 98 of the ** Memorandum on the progress of the Madras 
Presidency by Mr. Srinivasa raghava Ayyangar, lat? fnstKHdor-Genoral 
of Begistration, would be a blessing to them and is likely become 
HucceesfuJ. 


5. An estimate as to Ihe extent of indebtedness of the agricultural olasMw 
in a village may be arrived at roughly on the proportion of their iota! 
indebtedness to the total value of the landed proper iy ]H>HRe.sKed by them. 
Paragraph 90 of the above Memorandum furnishes the data rtspiired and 
the detailed method of ealculation. The rate of interest charged has 
been mentioned against paragraph 1 supra. 


7f. — Jniligfj} 011.9 hav h i ng . 

The functions of the indigenous hanker are practically the same an 
those of joint-stock banks with the exception that the indigenous l-onkor 
does not use chcKjuas. When lie has demand for money, h<* takes deposita 
both on current account and for fixed periods, gives loans for short as 
well as for long terms and gives liiindis or drafts for purjioscs of private 
and trade remittances. 


This has been dealt with in item T-(i> supra. 

0. T am not able to men! ion tbo exact rnU- or rates of iiiterest rbarKecl 
l)v tile indigenous hankers or other money-lenders in this distrif't as 
iliey vary witli different plaees and different Imrrowcis. The wtual 
average rate is between 12 and Ifl per rent per annum so far as T know. 
A reduction in tlie rate of iiift'iest i.s desirable and will ( ortninly confer 
great benofil on the agricultural community as th'” Jf'" ,1"' 

rentive to borrow additional sums which can he profitably utilised in the 
development of agricultural resources in g<*heral. 

7. The indigenous hankers readily advance loans to p/mi 
wlien they .suffer for want of finances and their 

indispensable to them. When they traders alw. th®' ’ 

sell their produce with some profit charging th , acceoted as a 

There appears to be no prejudice against them a y P 

necessary evil. 
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Written eyidenee of UJBLMy. M. O. KSSAVAN Avergal, B*A., 
Eegietrar of Tellieherry (on leave). 


J . — Agricultural dredit and credit facilities for small industries. 

1. (a) In this district the landowners very seldom cultivate their lauds 
hut lease them out to tenants, and the tenants or sub-tenants who actu- 
ally cultivate lands are very poor and have invaria!)iy to lH)n‘ow for 
expenses of cultivation at exorbitant interests. The loan raised and 
the interest paid are generally in kind, viz., paddy. Twenty iwr cent 
is the ordinary interest which a cultivator has to pay for the loan raised. 
The loan is advanced at times on mortgage of crops and often on a mere 
bond. 

Neither the Government nor the Imi)erial Bank of India, etc., play any 
part in agricultural finance for the benefit of the actual ryot. Of course, 
owners of lands who happen to he poor, receive on occasions loans from 
Government under the Land Improvement or the Agriculturists Loans 
Act. 

{b) In this district, almost the entire area of cultivable lands belongs 
to landlords who are rich enough to invest capital for improving their 
own lands. 

(c) In Malabar, failure of crops on account of the vicissitudes of the 
monsoon tells on the actual cultivator and not on the landowner, for the 
reason, that arrears of rent due to a bad seasbn are realized with interest 
at the time of the next or subsequent harvest when there is a l)umper 
crop. 

2. Conversion of arable lands into coconut gardens has been going on 
for ever so many years past that the area available for paddy cultivation 
has been enormously reduced with the result that the indigenous output 
of paddy is far below the requirements of the district. The yield of coco- 
nut and pepper has, on the other hand, proportiooately increased and 
these are exported to foreign countries by merchants who corner them. 

In Malabar formation of pools and co-operative activities are not 
cttlcuiated to produce any l>eneficial result to the agricultural population. 

In order to pay advances to the producer, the mendiants and traders 
who buy these staple produce for export, raise money from the Imperial 
Bank or other recognized banks or money-lenders m hundis or on pledge 
of such produce at a discount, in addition to an interest at a minimum 
rate of IJ per cent. 

Internal remittance is effected by means of cheques drawn on banks. 

Hundis and cheques are the recognized instruments wdn'eh play an 
important part in the internal trade of this district. 

Having regard to the facilities attendant on il»e use of bills, no 
reduction of duty on tliem seems necessary. 

Hundis at sight and hundis at three months* notice appear to be the 
ordinary instruments resoii^ed to by merchants and traders in Malabar. 

Hundis emanating from one locality are generally discounted in that 

locals centre. 

3. In this district, paddy lands will fetch a price ranging from 
Rs. 5 to 1^. 10 for a plot yielding one measure of paddy in the shape of 
rent, and the fluctuation in value depends on the quality of the lands, 
the maximum value being realized on those ^ which easily yield a double 
crop. A fat year also forms a factor in raising the ^alae of lands. 

(a) Non-payment of Gh>vemment revenue is very rare, and on 
exceptional occasions when land is sold for arrears of revenue, its value 
.Impends on competition, but it never rises over the maximum almp 
referred to, ^ 



(6) The value of land an sale in pursuanoc* 
ordinarily tar below its market value. 


of a decree of court w 


(c) The rate given at the eomtnenceiiient ol thii> i aruirraDli is the 
one relating to sale by private negotiutiou. 


The value ol garden lands and toi>ea ol pepper viuec. vur\ in dilfeivut 
localities and also tiuctiiate uieordiiig to the pimailing seasonal prosm'iity 
or adversity. ^ ^ 


4. There is no legal iin{>edimeiit to inorlgage^ ol iamis (»r ugiieultuial 
holdings 111 this district. Jdut there are iio land ino»*tg{ige t>r agriculiurul 
banks in these parts. 

5. The tenure ol land holding and the position of the tenant in 
Malabar are so i>oeuliur that it will lie extremely dilheult to loriu nii 
estimate ol the aiiiouiit ol debt ol the eultivators as a whole or to ioiniu- 
lau* a silieme lor the amelioration ol their ctmdition and lor raising 
them to a state ol solvency. Their debt is largely duo to prnate men ol 
means in tlie locality and in raie eases to pi op^^Monal inoioy -lenders. 
The interest charged ranges Irom i tii 3 iku* cent, 'i'lie delit is‘ reali«id, 
in ease ol delault, ly sale ol crops and improvements in gaidcii lands under 
decrees ol couits iii civil suits. 


As lands do not belong to tenants, the> do not pass lolo ih<‘ Imiids ol 
creditors. It is onl> their lease inlere.st and the improvements iK^onging 

VO them that lorm tlie subject ol court sales and pass on to the creditors. 

b. The maiiuiuiluie ul loconut and gingclly oils is the oiil> ttuluhliy 

aliich ina^ be des<*iibed as snjiplemoiitul to igruulUne in tins distrnt. 
'File nulls emplo^>ed in e\tra< tuig these oils aie rude in i oiistruetion, made 
ol hard grained timber, and cannot bear comparison, in the lualUu ot 
the output, (luality and quantity ot the prcKluee, \Mtli the inqmrted 
machinery a hu h is lust suppiaiitiiig them. 

G-A. Weaving nidnstry ^Mtii huiid-iooms is eiirixl on in tins distiict 
by a section ol the people called C’haliyas, but it is iioa d.>ii)g out ns a 
result ol the oi>ening ol lactones Horkiiig witli impoiied joncr lo^mis. 

7. Co-oi>erutive mo\eiiieut in Malabar inu> be declaretl to l>e a failure, 
so lar as the poor people are c*oncerned. Mismaiiugoim'nt and sell- 

iiiteresi on the pail ol ]>resuleiits ol staielies in maii> instuiucs hu>e 
prejudiced public opinion; and uh a mutter of laet it if» the indiuiguig 

body and tlicir kith and kiii that are more bench ted thuii the poor 
labourers. So the rumour runs. 


II. — IfidfUctKfun hauhlruf. 

1 to 0. In this district the agricultural populatio i never or veiy 
seldom resort to an indigenous hank for a loan o meet agricultural 
expensK's. 

7. There is no prejudice in thes' parts against iiidigeiioiis baiikH. 


The indigenous bankers are sufficiently prob'clinJ m laa and the> 
conduct their dealings v ith their clieiitile on sound lims. 


II Without expressing an idea of their net •et-irn, it may lie wiated 
that the indigcnoiw bank^eis are able to declare on the average a dividend 
of 10 per cent to the shareholders. 


10. Indigenous banks refuse to c-oinply with demands alien the M-^unty 
offered is insufficient, bot it very ^eld^>I^ that they decline to meet a 
demand owing to sbortag of working capita for the simple reason that 
they are generallv acs-ommodatod by a neighlmaring bank. 


11 The opening of a central re«<erve bank or a joint bank, etc., 
in this distrtS is not desirable, us in that case, indigenous banks, draw- 
ing money from such hanks on interest would have to their ^ own 

mterest on loans advanced by them to the prejudiet* of the pnvat#^ 

Srrower. 



til. — Inveitrnent habit and attraction of capital. 

t. Ill this district indigenous banks siuri bu.siiieHs on partly paid-up 
shares on allotment and later on, when business increases, they realize 
the unpaid portion of the share capital as necessity for the same arises. 
Deposits from private individuals abo form one of the josources i)i help- 
ing banks to traasact business on a larger scale. 

The existing facilities are adecjuate for investment and savings, yet 
it is only the rich and the educated portion of the public (chiefly Oovein- 
inent servants) that care to open savings bank acemmts. 

2. Postal cash ccrtificatos are not very popular in tliis district, the 
reason l>eing that i>rivate investment letches a higher rate of interest. 

4. TJie eheciue habit is not a prominent feature of this district and 
even the abuiition of stamp duty on these instrumoiiLs havo not given 
an impetus to the adoption of cheques in substitution of money payments. 
It is only the mercantile population and a few of rJio Governiucnt 
servants that use cheques. 

5. Banking and investment habit in India is ijideed of very slow growtli 
and naturally so, as the individuals who liave to deal in exchaiige.s and 
monetary transactions form only a microscopic minority of the population. 
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Written evidence of M.R.Ry. A. R. MtJNlSWAMI REDDIYAR. 
President, CJo-operative Union, Arkonam, North Arcot dittrict. 


— eB&kiff^friu e^ihuiB^ubiriu S j£uj 65 >«;ftQ^/r/^toV 

QiGS)l^lJU^jbmif€tST 


1 . tt 9 «L/«sF/ru 9«®«(5 ^nrfitrirmdfLUfrs (ifi,seSlaj snrfitum/ 

«f .«r«€rr u«8r(J?iu«/'T(Jjj«9 Qxfu'juw/fiu 

^0/®^ a,L*„4^,s0 ^eDL../s^ pmr , 

jseQjr, mjrfTLjDiijsseffii^) ^e/resaruj (fiipuuQ 

<ffL.€^« 6 fr eSeu^ft’dSm^d^ QasrrQdsuuQBevrp^ ^ 

e/ili^ ^rrpfriresarLLfrA (* 5 . 0 - 12-0 8 lOO -«0 

LD^pih QiSrrQsA js/remui 

eu/Tfii^ih (^^Qiu SfTMS^L^ear ^0 €U0q^ fi€u2sviJi uS ^ld si 

2 (y>^a) 10 pajieaort^^LD Qss^dpuui .Q^&^(i!lu}, £ffnixi sir^ 

Sfrrfis&HL~L^(r^jE^ eumsi(^ih su.eit! s^th Oaierf? sir^^nifls^fiuiA'np^fB^ m/iriw 
(^LD Su,€ifrs^L£i Sfr/frrjTCSBTUifrs 8 «t>0«^tb ai/«S)/ra9io\; JBgpuiSl^ 
uQQp^w^. ^€arjpi su(t^s^4^P(^ «i/LLta.«®aj ^uy) 

€»jlLu^0S>uj QsiT^(i/Btr (lexj^ &l^^s mjirihJSuuQBjD^fi, 

QprrGDS 0 . l,OOO -«0 QldwulLQ j^L^m^iyard SL-idr <‘6m’/Ts ^(np/s/rahi 

s&fid) tSjrJS «i 0 ®^Lb 6 iJtlif.«D(u ^(3^P4ff» OiJttiiu «; 

Qupp ^eiiStruSs^ piasm at(^LDut^aS^i€si ptr/^sdr st^dr 

€UlLu^sL'^ srrpfiuJuQd)6\)fnii^v 

^d^uj ptr^ssriu 6m,a^ajeumr q 0 

u^Lo Qs^pJS 10 ci/ 0 fii^fl 5 /« 3 rfi 6 u y,frd)BlfJUiruj €S)useo ^^Beu(7^^.€8rpm, #/ro/ 

sfrfHs^mlLh €Ufrmi^Lh su-€irs^d(^ pw^eBdru^ih j^iruujBSiipih 
SL^&frs&r 6f5>u4Fd) ^sirind) pfTefrm-^(^d) ll 

Q<frrpes>fi sL^diOsirQ/i^ s^^^isirSdQsir 
u/fi(ip^d) Qsuj^ su^,d jdiTSsQeusd!rii^ii9(T^d^,p^, Lur^d) ^ 

(i^jpiBuj SfreodsL^^sdr evLtf^d^ sTO^s^fHsdr Qs/rG'd^ 

m/r^geSKtevGiu 

SfT^/rjr asr inn’s ^evdSL^^ ixj^^Sou 
sirQds^ tuQ^^dfirsdr, ftsu g*u./»d;«ff?i!u SQ^ihq LD/rr^&yV tpfinufrfTjd 
^ih ^ihintrfiiflujrr&tr sucsrsdr G sfrQdsuuCQi €ij(ij^BJsr p)tgp . sfr^nju^m 
LDfrm iScueon-d/A erevev/r su.€srs^ih ^i^innm p^^Qutf^Qmilnj 

QsrrQsmuuLJ^ €U(^Bmp^. ^dSiu ji/resauju siws/hism 

LCifT^d} j^ iih ^^€fc/OT)t— '^DfT(J^d) Hf 

S(Tm>dsL^^ ^S{rQs(^th tuipdsd^^ ^ns^Quirq^ e/ 0 a^..LDff'# &!)m9jfnj^ 


mtQ^Seifrpssr, 

^dS^ jBiTcsnruj sdisdjsdr eu&T^JTti9dj tiSsjSffujdjBBpd/frs 

S)ms^d) 6 i)fr 0 £ld) dFLnfTT ^0 eoai^ih ^ufrli tu&S)jniSdt 1,000 Bjr /rind/ mwdid) 
jLwreir eilay#/ru9«®«® Qs/rQdsJuLQ m^Q^Sp^. (SAeofr€iid^ 

SriniTir 7 Qsiru^ ^uinu sjmiri^eo QjsetDeunmmmt^Qtudr 

^^ggrdSQpdfr , Q^/TGDSdSd) 1 Qsfru^ ^yjfrdi ^jp^SuJSfrevd s 

mth 6 CSs^u^ ^un’UJ jgetisrusn’wd su^s&IlL ^^^Qw4nrQ<h. QuStu 
Z^enrsoBdrs miUft^QjrL j^^sinirs m^frArnuud^Lpfreo mlJ^u 

ujSds^tiuueaAiBO. peuisfurstreuLh 20 wQpnf^ui msbjruS^ ^Bfremtu 

sAsm^A ds/rQdA^A v ^eersm sAeSi^^eo Qurfitu «L-«r 

lOO-«0 0. 0-8-0 6V«@ CJu>«) mjilui^QafrQdm eSmsfr£s^s^ sfrp 
ii9^<a&u. S/udu/r^ euireArd g)t£U0e/O^«wr® 

ua^doKih. jf/dfisAsifidoiL&v Qenfrm&v ^duauh^fg^LD QsfrQmsuuQLDpsstrjS 
oLrSdi UiT/ra/a) Qm^j^d QsssrujrA ufrAB (tpmnfrs ifms(riiSmg§4<s, 
mwAdfip^ dsirQdsuuuGs^€AQiM. lif^Qumsrr Qpwu^/rs 
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€Sm//rei(rQLDe^Q Qur^ Searu^mireo i^u/roASklQm^ 

^0BipjB0 ^lLi^ 6 bi-4(^ Qu^jfi tSi€irttSm(^ H 6i/L^d(j^ ^jSsu 

UL^LL&) Q^arriljrd} u/r/dt^ Qfimu/i/rdf jBw ^L^i^freerd su&fTiseir/rs Qmfr\ddm 
QeuekrQiii, 

2. £@euflu/rfi^<g^ ^eodsu.2gi>^ Goj^ds^ld, jsmj/iir^tuLh cSQ^sFai^tM'^ 
«-/i)u>rJ 0 Q^iutL'LJu(BQ^/Dm, ^m^userr g}uQuiT^ ldt^cu ^ j^i^6b>u.u9 

QduQiu eLerr^^/r ^tuirufr(fi^9n'tTeo ^ss>pjBjg eQ^s(^ m/fr^stjuL^ai ^eutr^s 
errrrei) wiru^/Sjh^ ^/bsuuL.Q ewrru/k^/g ^lufrutrd^^m ^&5 )l^je^ 

a/ 0 ^ 0 r/f« 0 fr, uDH'd^Ssu SlLQ €r/bufrQ qj^lditss ojirfs/Q dLiLQpeij 
g^jDuhsm (j^<ffiLjm/jgjb(^ ^(B&frs sdptUisserr ^Q^dSesrpar, Quir^^rrm idjrtr 
LLiEiseifiev uiiT(^^ u^Q/Sfru^^ Qsium^/ba^ ^0 ^blIu^uld Q/B(SS>€^, 
^ga>jg jBU/d^w^pjj^ QufrjpiLj0B>u ^p^sQa/rm^LD uQjrtrusfrjr ^ pm>/s 
iLjmerr LnedBpfT^Em Q/k&dqj, g)aD)«i uSlirmOlLh (srpuQih us^/i^ev <giLLl(i) 
dSnjirutrjf ^fSJjBdsdr SjrmLfiiseifld) QL^Lbu/f^erHecr QurrQ^eirsdstr 

SL.Lu,fruj e^/puW Q^iij^i Omihufr^^d^ LSrfi/B^dQatrQd 

aeofTLb. 

3. ^jBp sSieosu/re^ev ^6u®«@ 5«0 er«/r 1-<S0 50 (ipj^eo 

f/^. 300 aysoiraS^ eS2so <sT/buQB<oin-p<ofn'. ^ta^eija&fleu <i'«^6»/ir0, 

Si^^iDSTj Li€a)6BulS20L Qp/seSlaj jBeijp!T<6snLjm£B^ uii^frQ^Luujuu(j^Q<oor 

peiP , QjsdVy «5£0ti)L/, QiCLpfEi'^dso Q^p^St^u tJi(t^6\}isdr uuSirQ^uuiuuuG^Qp 

^ 6 u®«@ 5«0 cr«/r ffi6ur^d(^ 0 200 Qppeo 0 . 3,000 €u0s>jtuS&) 6 ^&u 
erpuC.tsjj^(^d^esrp€sr, ^tr /dleop&s)p gp/r jseafl purr e^iriii^ih eS^uSeo lOO-tf^ 
bO (y^pco lb eu^iruS&o CB<^frn‘LJh) sr^p^di) sSip^Ljuih)Qeisrp^, f^irdesfrir 
^6U^jfl?T«D61/<®0 tSp<SBUu(b)LCiQun'^ g)e^^LO (^€s>ppp lIifiuL^4Q<9: d^pssu 
uQ^esrppi, 

4. ^pp sS(Sk)bVfr<c^vo j^pusueoijruSId) ^ddiu ^dfenir ufr/i/Q k^fTm ^dSiu 
,FfEiSfijs^d(s 10 €U(r^Q!^p pcL^muSev ^emudsnreod dfL.«jr«ar Qdsrri^p^ 
^pppii jg^uCBurrpi u^tirQ^&krQ mt£u!ifL.a^ ^frmireGJ uuu^df^ ^&mu&rr6i)d 
st^<dirr<ss€fr Q^irQuusop )S js)ip^(sQuu^, 

/66V ^L.a3/r«r unakk^m ^esr^ih ®pp g^ltoWwa^eu ^^6ST6B ^U(bj 
swp(n^s^uuL.d!ifeo26v, g)j[r 6 wr^a)t-/r 0 jS)LJs/6B€iHd) mpfriSld6SLJuL.(d 
^ca>&usm pmQjfm Qoi^Q^djiua^ev'bso, j^«ssru.s/rsv uf^ujr&LQs&r Qu/h ^ 
(S&freufruQiruf^^ f^^oorhu^or eSeu^irjr 6Tevdbvd(^ ^rr /6eo jyt^LoTssr uiriw 
^esxu &vpirL5lp^ (srjrrrmrixifrm jS6musn6v6B SL^esr^m (^sirQdes (srpun'(^ 
Qf9^(jutuQiSuemQth, jSsstsTU-^strevd <5i—65r«6yr i^u/rk^LLQiamr i^Qu&ir^/r Qpk) 
LD/r6B 6B€i/fr6srQLDesar(b) ^pfiirtuirpisi Q^iupi aufribjk /Sea ^utnir^sf 

u/rd/ks^d^ ^L,m QsrrQidm^BeuessrQLD. 

(Translation.) 

L— Agricultural credit and credit fucilitics for amall industries. 

1 . Agriculturists ordinarily obtain loans roquirod lor cultivation and 
other purposes troni moneylenders in the village at a high rate ol 
intwest. 

Moreover, as co-operativo eredijb sodetios have been established in 
villages, agiiculturists get loans from these societies as well. 

One is obliged to pay interest at a rate which ordinarily ranges from 
12 Minnas to Ks. 3 ^r hundred per mensem. The short teiwn loans and the 
long term loans obtained from cooperative credit societies have to be 
repaid within one year and a periocf ranging from two to ten years res- 
pectively. The loans obtained from tiie sowcars in the village and 
elsewhere are not ordinarily repaid for a period of three years. After 
three years, the interest due is paid and a fresh bond is 'executed for 
the amount and, if the interest is not paid, it is addtnl to the principal 
in the bond thus executed. If the amount of loan exceeds Rs. 1 000 and 
if it is ^iven on mortgage, the interest has to be paid every vear It is 
not possible for the agriculturists, who have raised big loans to pay 
from their income even the interest for the loans laised by them 
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Those who obtain loans from co-operative credit swieties pay, as far 
f* possible, the merest as well as a portion of the principil and repay 
the loans fully withm ten years. As there is neither time-limit nor res- 
triction in r^i^t of the loans obtained from sowcai's, the loans remain 
uncleared and increase in amount in course of time with the n^siilt that 
they have to bo cloaretl by forfeiting the property inortgag<Hl either tf» 
the sowcar who had given such loans or to some one else. Sowcais also 
grant short term loans at a high rate of interest on the security of the 
produce and recover the same from that produce itself. They iodiimiilv 
grant these loans to agrieulturists in expectation of the groundnut pro. 
(luce. In some places, such loans are lieing grunUHl in eX|MH lat ioii of the 
sugar-cane prodiuM^ also. Tn thi.s distric*t all loans are goiu'rullv* grantiMl 
only on the mortgage of lands. Co-c>i)erative crcnlit societievs have Im 
the last one or two yoai;s, hen^n adopting the practue of granting slioit 
l(‘rm loans on the sc'cnrity of standing, crops a.s well as of harvcvsttMl 
produce. 


As far as co-operative oro<lit soeieties are eomvrruul. a .sum of ahmit 
r>0 lakhs of rupees is being granted by them in this district for agricul 
tiiral purposes to the agriculturists lielonging in 1 ,(XK) tillages. 1 
think that a sum of ahoiit sc'veu erorevs of rupcMvs is recpiirc’c. V»y ngn- 
cnlturists this district. Of this sum, one crore c^f nipix's should he 
advanced as ‘short term loans and six crores of rupees as long term loans. 
As a high rate of intcrerst is (‘hargocl for big loans, the agriculturist is 
unable to lK>ar the burdcui of tlicvse loans. If loiuis aro grantisl hy c *>- 
operative credit societies for a pericnl of twenty years, they v ill he easilv 
repaid. It is not possible^ for agricviUiirists to ])av an interest of nunc 
than eight annas jier bundrcHl for big loans. TTc tjcc. all Ibo takav i 
loans now granted under the Taind Improvement tioans Act and tbc 
Agriculturists Loans Act should be granted U) agricnlturi^U f<»r Ion*' 
terms through the Vellore Central Bank. Further, the Covernment 
shonicl receive long term deposits from the public t!i rough debenture's a I 
a low rate of interest, viz., 5 or 51 per eent per annum, ami grant leians 
to agricnltiirists through the central bank on the oiortgairc of lanels at a 
rate of interest not exceeding 71 per cent per annum. 

2. Groundnut, jaggery and the* nine* kinels of grain arc largely pro- 
duced in this elistrict. The\se arc now be>nght by the local increbants at 

a low price at the very time of harvest and then sold nr a highly prejfitnhh' 
price by thorn. Tliese mcre-hants thus enjen' the profit, T'here' arc maii\' 
eiifficiilties in the matter of tin? |>iire*hase nnel sale e)f produce' on !<*- 

OT>erative lines. A ceuninon building is rwpiircKl in vdlage's fe>r he*e|»in'!: 
the pre>dne*e in .sjife custody. Philanthropists, who wonlel accept the H'-- 
ponsibility of running it, aro also wanteel. When llu'se two faetnrs n»c 

swiired. co-operative trading societies ran be estnblisbeyl in village*-, 
which can jointly sell the prewlneds belonging tu their nc*mbe’rs and 
distribute the profits among them. 

3. Tn this district, dry lands are selling at Ps. to Hs. 300 pevr a< rc. 
Groundnut, ragi, redgram, blackgrani, tobace*o "ind other i'oiels of grains 
are grown in tliese lands. The wot lands in which paddv. .sm^arr'nne* 
betel-leaves and other crops arc growm, are selling at Ps. 2()0 ^o Ps. d.fKK) 
per acre. Lands are sold in the court anctie>n at Ps. 50 fe) e5 per reujl 
of the price for which a private individual wouhl buy tbe^m. Vo»e*M 
they are sold for non-payment of the land revenue due to Government, 
they fetch a still lower price. 

4 The District co-operative bank was till now granting long term 
loans extending over a period of ten years to rural cc-operative societies 
in this district. Tt has now stopped granting long term loans in pursuance 
of the resolution of the Townsend Committee. 


Land mortgage hanks have not yet been establishod in several 
in this district. They have been estahHnhed in 

aro not fnnetioninK properly. ArranRemonts should he Piade f'"* 
iPK lone term depasits. estahlishine a land 
jnrisdietion of every co-operative union and 

a lareo number of persons. The Govemroont sho-dil receive deposit* 
thronsh dol>cntnrc.=; hv gnnrsntccinR the interest thereon and Rrant 
long term loans to land mortgage banaa. 
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Written evidence of M.R.Ry. S. LAKSHMINARAYAITA PILIiAl 
Avargal, Registrar of Ramnad^ 


7 . — Agricultural credit and credit facilities for small industries. 


1. (i) (a), (b) & (c ). — By Iiypothocatinfi or sollijig his property and rarely 
bj' approaching Government. 

(ii) Interest 9 and 12 per cent. 

Period . — One year. 

Nature of security- — Lands. 

Other conditions . — Penal interest or conditional sale. 

{Hi) Government grant loans under the Agriculturists and the 
Land Improvement Loans Act. 

Imperial Banks and joint stock banks advance money to traders and 
moneyed class who borrow from these banks at moderate rate of interest 
for short f>eriods and advance loans to ryots at a higher rate and make 
money. 

Co-operative banks give real help to all classes especially the poor 
ryots but a number of such hanks is very restricted. Steps should there- 
fore be taken to start eo-operative hanks all over the Presidemey so that 
each village may have one such bank. This \idll to a great extent solve 
the problem of tlu^ indebtedness of the agriculturists. 

Others . — These issue loans making maxim profit out of the 

transaction. 


(iv) * * * 

(v) Want of education of the masses to realize the effects of improved 
7netbods of cultivation. 

Jtemedy . — TJie Agricultural Department should undertake the 
eclncation of the massc's and co-oj)orative sex ieties shenld also take the 
initiative in the matter. 

(vi) Not much — thei’o is scope for improvement. 


2. (/) The sinall holder sells it to petty agents in villages who in turn 
sell them to bigger merebanis and institutions. 

(ii) Co-operative effort is needed in villages for sucli a purpose. 

(Hi) Facilities existing for the purpose are nil. Advanc^e of a moiety 
of the estimated sah‘ jimonnt by the eo-opewntive agencies on thc‘ security 
of the produc*e itself, 

(iv) * * * * 

(V) * * * * 

(vi) Postal monc\v order, cheques and hundis are drawn. 

(vii) Hundis are not so innne?*ous as they ought to he owing to 
dearth of hanks. 

(viH) Negotiable instruments are used only in big cities and actual 
cash payments in other places. 

(ip) The duty on hills should he reduced. 

(t) They are not in niucli use here except * hundis payable at sight.’ 

(.ri) ^he Act should b<^ so amended that notice of non-payment of 
hundis should be innde a firimarv charge on the properties. 

(xii) 

(Tiii) * * • 

(xiv) None in these paHs. 

(xv) * * e • 

, (xvi) Yes. 


n. (?) Dry. — From Bs. 50 to Bs. 300, 

Wet.—From Bs. .500 to Bs. 1,500. 

Garden. — From Bs. 500 to Bs. 1,500. 

(H) The value in respect of (a) Sr (h) will he less than that in respect 
of (c). 

4. (?) No impediment. Being introduced. 

(ri) By issue of debentures. 

(in) See (i) supra. v 
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» (U’) (n> Insistence of encumbrance certificates in all cases 

fc. «.,.S ofiis 

(c) The c*08ts should 1 h' Ronerallv I'edm-ed 
M From all. 

y^X Government guaraut4X> lor both 

^contr^r‘ive?rcirbanks "" »•«■“ -.ffK^-nt 

(vin) No interest higher than G per cent should he clmrccMl for 
amounts lent to such banks and no interest higher than 7| per 
cent should he charged to ryots to those hanks. * 

(ix) Nil. 


5. (t) * ♦ • * 

(it) * * * ♦ 

(in) & (iv) Not possible except in r©spec‘t of debts scHiired bv reiris- 
tered documents. " 

0^) (^^)j (^)> i^)y 0 , 11(1 (c), the debtss nnd«*r almost all classes (a) 

to (i), are very common in these parts. ’ 

(ui) Professional money-lenders ]>lay a very prominent part. 

(rii) 12 per cent ordinary, compound intere.st. Half-yearly pay- 
ment of debt is enforced through courts. 

(viii) Yes, in most cases. 

(ix) Yes, generally. 

6. (i) Rice-milling, cotton ginneries in him k-,4oiI Iracts. and garden 
produce in preference to others. 

(ii) Co-operative basis. 

(iit) Spinning and weaving. 

(ir) & (v) Vide (ii) supra under this head. 

6-A. (i) Those are undertaken by profoasional communities. 

(ii) No help is generally needed for the professiomils. 

7. (i) Co-operative banks have no dealings with indigenous hanks. 

(ii) * • • . 

riii) * # * • 

(iv) dr (v) No. 

(vi) All facilities referred to should be given to genuine ro-operaiivr 
s(>eieties in oVder to siiinulate the <‘o-operative movement 


11 . — TiidigeiioiiA hnnkinij. 

1. Purely money-lending husim*ss generally on security of lands. 

2. I’hey generally do not finanee for agikuiliund purpo.ues, thougli 
they at times sporujlate on trade purposes. 

3. Co) <Sr. (h) They have unlimited resoun'^^s. 

(c) They get not less than 12 per cent income and their expmiditur© 
is very low. 

(d) They draw on tMieh other and get their lulls diseounUsI by the 
Imperial and joint st(K*k hanks. 

4. Promissory notes, sight hundis, and three inonths* time hiiniliH ore 
in vogue. 

5. (i) Marwari hankers issue loans on hundis to traders taking not less 
than 12 i)er e<mt for a periotl not exceeding three months, while the 
southern Chetti bankers lend on the mortgage of properties or idher 
securities. 

(ii) Vide III (d) above under item 2. 

(tii) Naitukottai Chetti bankers alone receive deposits on on inter- 
est ranging from 6 to 9 per cent. 

6. (i) Not less than 12 ^*er cent if in money and a corresponding raf-c 
in kind. 

(ii) Bv encouragement of co-operative aoedeties. 

(tit) Yea. 

7. (i) Yea: because they are usurcri!. 

(it) Yea. 

(Hi) No need. 

(iv) Yea. 

(v) Doea not arise. 
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8. ^ to (tit) No need* 

(tv) They will not relish any such taeasures. 

9. They would got a net income of 0 per cent in iiil/Bi-est on the money 
lent after defraying those charges. 

10. If securities ore all right, they freely lend; the working capital 
is moi^ than necessary. 

11. (i) It is already linked with the Imperial Bank in the capitals by 
periodical deposits and drafts. 

(it) Yes. 

(Hi) By free How of money from one to the other. 

(iv) By making those indigenous hanks as the feeders of the central 
hanks. 

12. (i) No. 

(it) A' (Hi) Do not arise. 

777 . — Investment hahit and attraction of capital. 

1. (i) Investments in banks and Nattukottai Chetti and Marwari 
firms. 

(H) No need. 

(Hi) Havings banks, nidhia and chit associations. 

(iv) More of such institutions are necessary. 

(r) Yes. 

(vi) They are more prone to invest in silver and ipld than to invest 
in public institutions. 

2. (1) The existence of cash certificates is not known to many. It 
should be better advertised. 

(H) Yes, vide (i) supra. 

(Hi) The facilities should l>e improved by way of e\pe(litif)n in the 
matter of withdrawals, etc. The rate of interest should also be a little 
higher. 

(iv) Educated middle classes with the monthly incomes. 

(v) Vide (Hi) supra. 

(ri) There seems to lie no such competition. 

3. (/) The low rate of interest and the fluctuating pric'e tif such secu- 
rities would not allow the small investors to have recource to these 
securities. The Postal Cash Securities in an improved state will do the 
needful. 

(it) No such facilities are known. 

(Hi) Any savings are used in inter-lending. 

(iv) Yes. By lending to co-agriculturists or by purchasing lands. 

4. (i) Tt is still in the primitive stage. 

(H) Tt has faclitated the free use to some extent. 

(Hi) Educated middle class and merchants. If it is to reach the 
masses, the post office should be made as banks and no minimum balance 
of current accounts .should be fixed, 

(it?) Tt is not going t-o do much help. 

5. (i) Yes. 

(H) The dearth of savings in the first instance and want of education. 

(til) The results will he disproportionate to the trouble and expendi- 
ture involved. Further the masses cannot be* e\p<>cfel tr make aiiv 
investments in any industrial concerns unless Ooveniment guarantees 
♦heir stability, 

(iv) Tt has facilitated the free circulation of monev. 



641 


]W*rtte«i eTidense of MJLBjr. K. A. aAVKARATYA ATorgal, 
Ploodwr, TiruTodaiud, OoT»lcott*i. 


1. — AgricHliurtil i t edit and cretlif facilitin fat umall indHstnrs, 

1. I coiiHiio to the condition ot the HifiitMittnri^U in thin |mik 

of the district of Kaiiinad which consists of the big csUUes oi Knnuiud and 
Siviiganga mid union CNtutcs of devasthaiiuni chMtraiu and dhuriun- 

sanam or main viliagos. The agriculture in this pan ol the 

district is not carried or in any regular or systeuiatii' iimnuer. 

The south-we^t inonsxxni never reaches this part of the district. 

Hence the mouths from April to August are generally dry witli 

no opportunity ior the ryots to raise any protitahle mop.* The north- 
east iiionsoon also is not constant and the ryots laiiiioi hope to raise 

any pai*ticulur crop at its proper season. He Inis to drill and adjust 

his agricultural o|>erations anordiiig to the I teaks of the tnoiisooii. All 
the villages in the part are provided with irrigation tanks whn*h are the 
only sourto oi supply to the wet ayaeiit of the village. 'I'lnne is no river 
to guarantee any ui^ured stipjdy ot water at the required seiison. Ixa^al 
rums, it profuse, w'ill bring water in the rivers and uugiiiont tiu' irri- 
gation tanks fed hy such rivers. There are other parts of the district, 
where we have no such jungle rivers and the siip|»ly in water to these 
irrigation tanks depends on the .surplus water ol the tanks ul>ovc. The 
irrigation tanks are sit tKonoinicully designed in ancient tunes, that the 

surplus water of the tanks aliove is the source ol supply to the tanks 

ladow, without alhnving the surplus get into waste or duinag<' lln^ lands 

through which it has to jiuss. This is the only irrigation synUun obtaining 

in this part of the distrnt. Most ot those irrigation tanks arc in utter 
state ol disrepair. 

(a) Fih(iinv.— HyoUi Inirrow at heavy rate* ol (oiup*)imd interest and 
also on condition agreeing to t>ay uiKvioiirth more ni kind at the hnrvcut 
season than the quantity of grain ImrrowtHl at the cultivation season. Fn^cn 
this kind ot loan is not iroely available to the ryots at the tiim* ot culti- 
\ aiioii season and the zaiiiindars never help the ryots in this <lirt»ctioii. 
Jieiice, in every village, alniiit half ol the wet lands are allowed to lie 

tallow . 

{h) For capital expenditure there is no liiiaiice a\eituble to the 
ryots. There are no banks advancing loans to the r>oU. 'Phe sinking of 
wells and iii.stallatioii of oil engines are the only proiitabic purposes for 
which ryots cun go in. There is no sufficient supply of spring within 
a reasonahic ilepth, so that the ryots may u.si» the country piit’ottafi. 1'ho 
outlay iu this direction will materially help the ryots. The rj'ois 

c^aii raised the required seedlings with the help of the well waU»r during 
August-Septeiul>er and when the north-east monsoon ^cts in in OcUiber, 
the ryots can proc-eed witli the transplantation of the sci’dlings ulrc^adv 
ripe. Xow' in the ahsence of such wells, tim ryots have lo rai.HC the seed- 
lings also oiilv in Octolier and consecpieiitly the tranh|dantations have lo 
Ik* commenoi^ only m Noveridier and the shortage of water ii gcneially 

felt during I>eceml>er, January' and February, if the inonscmn is not 

favourable in those nioiitlis. The Government is not granting anv 

loan at all to the ryots or tlie small landholders to undcrtiiSio any such 
enterprise. Agricultural hanks, if establish^ at ea<*h Government 

taluk, will materially help the rjots in this direc'tiori. 

(r) If there is failure of monsoon most of the rv^ots find no employ- 

ment here whatsoever and Uiey emigrate to Oylon, Burma and f+traita 
Settlements, leaving only the aged people in the house and they return 
only after the season liec^mes favourable. The ryots in such famine years 
are not able to pay tlio r. nts due to their landholder and the lands are 
sold for a nominal pri<« for arrears cff rent and they ar/* piiir^h^j g«n^ 
rally hy the landholders theinselves, making the ryots res|H>nsib|e for the 
balance of rent. The lalxnir in foreign countri^ is not $>rofiiabIe except 
the fact that the emigrants are able to keep their body and soul together, 
during the time they work there, and they do not return here with any 
anfficiOTt savings to meet at least the demands already incurred here. 



ThecB are no inoney-leudorg here froi» 'irbom \he ryotii^an ioan6 

easily. The Naitukotiai Chettiyars do banking business only outside the L 
district. Botne ryots borrow from individual Udayars (an agrisUltuJBfti 
class) c»rnxiaratiyely in a better position than other ryots, at rates, 
ing from 12 to 18 per cent on the security of their lands and some raise 
money by the sale of their lands. 

Inhere are no banks of any kind here, lending money U> ryots. The 
op'Operaitve banks at Devakotta, Tiiiippattur and Sivaganga do not 
Jl^d anything to the ryots nor does the Government advance any loan to the 
ygyets in these fi&amiiidari areas. 

I The Government with the advice ol the Industries Deparimeni can 
l|e^ the ryots by advancing loans lor boring wells and the supply of 
. jl^mpittg engines. Six lakhs of ruj>ocs for the three taluks may l>e 

^i^l^ihcierit to begin with. 

2. Itegarding the marketing ol crops, rice is not exported to neigh- 
bouring districts as the supply is not even sufficient for the demand liere, 
on the other hand, ri<*e liorn Madura, I’anjoro and Trichi nojjoly are im- 
perUnl here in large quaiititios. Only in Coastal villages some rier is 
exported to Ceylon. The other crop that recpiires marketing is the country 
cotton grown in largo ijuantities here. Borne middlemen go into the 
Ulterior of villages, purebase the cotton very .-heap from the groa^us in 
retail and send them in Imlos in country carts to Madura, Arujiinikot-^ 
iai and Saitur. If the Government can advaivce a loan Uj any individual 
lor the ostablisliment of a mill in Tiruvadanai t.ilnk for ginning and 
spinning the eottoii grown in the iieiglibourluKid, this will considerably 
advance the position of the cotton growers and aloo [irovide employment 
to ryots during the summer months when the r>ot^ have no work. 

d. (a) This "xiart being zamindari tract, no land is sold l)y Gove rnment 
lor its revenue. 

(h) Lands are g(?norally sold lor a less value in eoui Uauetioii. 

^r) The price of wet and dry lands varies very considerably in private 
negotiations aceording to the nature of the demand. Tlio value ol lands near 
Cdiettinad and sea coast are (oinparatively liiglier than in other parts. 

4. Land mortgage banks advancing loans to ilio ryots witli prf>visioiis 
for long term credit, say ten years, are absolutely noccssury, at least one 
such bank foi* each Gov(*rnment taluk. Landholdors’ rent lieing the first 
charge on the ryot^s holding, the loan by agricultural banks may be made 
the second charge on the holding, giving preference over other jirivato 
loans advanced subsecpient to the establishment of such banks. 

5. An estimate in this respect is impossible. Now for the present, 
loans may be advanced to such ryots who liavo not encumbered their 
lands previously, on the security of their lands. 

Debts are contracted by ryots for all jiurxioses excejit (h) and (i) such 
debts are due only to private money-lenders. The rjots in this part have 
yet sufficient lands left with tliem, and if only the Government helps 
them by advancing loans for the purchase of plough crttle, seeds, manure 
and improved ploughs, every incentive will be created for hotter farm- 
ing and more production. 

6. There are no ^bsidiary industries of any kind. Cotton ginneries 
and hand-spinning may be profitably introduced here. 

IL — Indigenous hanking, 

T4iere is no such banking here. On account of the constant unfavour- 
able season, no private individual ventures to do any banking business 
with the poor ryots as he cannot expect a quick return. 

HI, — Investment habits, 

1. The ryots are very poor and they do not invesf nppriM-iably in gold 
or silver jewels. 

The other questions need no answer as the »*yots are ex(*eedingly peer. 
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Ifrritten evidence of MJEI.R7. M. OOVUfDAN NAYAB Avmrsal, 
Revenue Divisional Officer, Cochin. 


I. — Auf if'iiltunil ti edif ami t redii facUittv.'f fat stnaft tmlusturs. 

1. (d), (/♦) it (r). — Tho ehiof i mp l ultiviiUHl is Oniituu iIv U# 

ucrtuui cultivator stores the lux^cssary ior suiviug on ln.H (aiiilH and 

is able to iiUH'i tho other iiicidoiitui ciiltivatioii rharjxos. He has his cwll 
ploughing cattle and lul)ourors. Goiiorally lield labourers aro poriuuuoit% 
attached to the iarins and they do <»thcr \\oi;k tor tla^ir luastors 

not onagod in agriciilttiral work. In praiticc, (lie aetiial cultivator pa^ 
land revenue only ver^^ ramly. The spei ial circiuiistaiK‘i\s prevailing iff* 
this distriet leave neithiM' any incentive i^r any scope loi- eflectiug im- 
provenieiits on any large scale. All irrigation projects invcstigaUHl in tjjio 
past had linally to Ik‘ aiiatuloiRHl on account o( i»oor loturn troiii sutii 

projects. 

It will be thus seen tliut it is only during iIk* tunc oi loss ol crops, 
fowing to taiiiire oi aianso<in or otber caii.ses, iJnit tlie ciiltivutei really 
rt?e)s any difficulty. It is tben that he is lorieil to liorrou . The rate ol 
inter<«!>t ordinarily rangevs Ironi 12 to ]km cent aid in many cuses it 
readies the huge bguri* ol cent per ciuit. TIu* eiiltivator generally bor- 

rows in kiuil (us all wages for cultivation are paid in kind) with the 
.dipulaiioii to reiiay it ni'xt harve.^i season. Hi' is .jbligisl to borrow at 

this higli rate of interest chiefly to meet bis expeiisi^s iiuring tlie olf seiiaon 

to pay off the rent on land and to mci»t otber niifoieseen eburges. It be 
gets a goinl harvest, lie has not iihk Ii* need to borroa . Hut bumjfer crops 
.years are lew and tar fictweeii. Standing iTop.s ar-* Icndi'ied as si'ciirity. 
I’lie period of repayment is in most cases only two or (Inee montliH of t(ie 

ilate of loan and the money-lender advan(‘i*s the unuMiMr on the undi'i- 

btunding that the cultivator will pay bini giain at a intc H'.cd or a cer- 
tain nundier of measures according to tlic whini!i or llu' lormcr aibitraiily, 
often much more than tlio then actual current market price. In plaitoM 
where the chief crops arc coconut, arecaniit, oepper, et< tbi' sami' pro- 
ccKlure is fo!low'<*d. 'Phe own<*r iK azhil.anaiminr) who is in urgent neiHl 

of money goes to tin* money-lender and liorrow.s on the security of tho 

garden undertaking to repay the lM)rrower produce often at very low 
coinmutation rates.- [ii many cases, the creditor himself gutheisi the (»ro- 
liuce sufficient to pay off the loan with interest. In inauy chhoh loans if;e 
taken and repaid on trust without rodiiciiig the t raMsait ion to writing. 
Ordinarily the lultivator is averse to going for money to Goveriiinent, 
imperial ' Hank, joint .sto<*k baivk. co-operative i»ank or I'vcii indigenous 
flank. He is t|uite familiar with the banl money-Iendci who in turn 
know's bis client w ell. He d<K*s not iiistsi on any Alrlnali^i«^s ; such as 
security, etc. Nor is j>ayinent dtdaycHl for purpoM**s of emptiry. He asks 
for money and money is advaiK-ml. He is fleei'ed of his earnings unci 
things go on Irom year to year so mnch so that afli*r a leiv years he is 

unable to shake off the sliaekles of the iiioiiey-len ler. 

Rui>ees 10, (Mil) for cMich taluk will la* only the miriitnum amount to fie 
set apart for advaiiees to agricultiirists. it ia vtuy important that the 
rules regarding the grant ol loans (under the liOuns Acts) should he 
released with a view to enlarge the scope of tho set and to see that applt- 
eanis get money as early as possihle with no delay. It should Ikj (KWisiiile 
for the Rm^enue Insiiec’tiir to c-oiiiplete emiuirieo into loon appl illations and 
pay tlie amount in his presiuiw if the tmwer to sanction up to certain 
amount for siiecified purposes is delegated to him. Again the Joan rnles 
are now published in iLc District Gazette in vernacular. But this is 
clearly inaufficient to attain the objeett of public*atio}». Very few 

only subscribe for the Gazette and such publication do not icach tlie 
villagers. The provision of the Loans Acts should l>e issued in the form 
of booklets and thus brought within easy reach of villagers. Cautiong 
liberal distribution and prompt recovery of agricultural loans are the 
only remedy by which the poor agrkmitiirists cun Ik? saved from tihi 
dntcliee of the greedy money-lender. 



^ 2, Paddy, eocouut, arecanut and pepj^r ire the prine^al ^ 

Ji'lalahar. They are ^geiieraily «oJd at the nearest market either tftrf 
C’ultivatortj theniaeivee or entrusted to the broken* or traderl who aw 
money on the crops. 

Licensed warehouses under Crovernment agency and supervision will 
l>e beneficial both to the produce owners and brokers ad\^ancing money. 

3. Value of arable land generally depend on its situation and fertility. 
Generally single crop wet lands ore valued at Hs. 1,(KJ0 to Rs. 1,5(X) 
Mr acre acc^ording to the yield and double crop wet lauds at lls. 1,500 to 
f^. 3,000. Dry lands whicli are fit only for raising dry crops and sellings 
are valued at Ks. 300 to Rs. 5(K). The value of garden lands depend on 
the nature and quality of the friiit-liearing trees in them, 'rheir value 
jiiso ranges from Rs. 2,000 to Rs. 3,000 per acre in the case of suiwrior 
garden lands. 

Wet landn . — Basis for valuation. 

- Yield per acre converted inko iiiojicy value at the rale published under 
tlie M.T.I. Aet minus the cost of seeds and expenses for cultivation 

and land revenue. This when f-apitalized at 20 years purchase 
gives the value of the land per acre. As for garden lands also, the same 
proce<lure is aiqjlied when the real ow'iier Jiimself is the cultivator. Othor- 
w'isc the fruit-bearing trees have to he valued under the M.3M. Act and 
bare land as ordinary dry land. 

(a) In the plain taluks of Malabar, there are very few cases of laud 
sales for non-payment of land rcveniio. 

(h) During court sales, lauds sometimes fetch fancy prices. The 

value realiiM^d l>y eourt-auetiou cannot l>e taken as the pjcvailing market 
rai^ of the laiwis. Tlie influeiieo ()f the purchaser in tl)e Icxality and tho 
location of the lands ('ounis much in arriving at a value. Suppose in 

a coui’t-auction the inlluentiul janmi of the village who owns extensive 

lands on the locality — Poovilly Maiia — off<M's Rs. 2,tKX) per acre for firstr 
class D.C. lands (while the Jiiarket rate is Rs. 4,(XK)) there will 
be no otJicrs Iroin that ainsain or adjacent amsain to compete with the 
maiia. TJio result is the already wealthy man gets additional lands for 
less than the inarkot rate. This is why the amount realized from court 
sale (!annot l>e taken as the basis for a general valuation. 

((’) Private negotiation. '3’ho situation of the lands and the exigen- 
cies of the seller and buyer count very much in arriving at a valuation. 

i. Bankers do not advance money on mortgage of property, as it is 
always very difficult to realize the money advaiicod in ease of default 
wiiliout a tedious and protracted litigation. 

There are no land mortgage hanks or agricultiual hanks or any bank 
for tlie provision of long term credit in South Malabar. 

5. (1) No. 

(2) An actual survey of a typical village should be taken. 

(u to i) Among the a<rtua] cuitivutors debt is incurrud generally in 
respect of items (a), (6), (c), (/) and ((/). The debt is largely due to 
professional money-leiidei*s and to a small extent to indigenous bank and 
co-operative societies. 

Ordinary money-lenders charge 12 to 36 per cent. 

G. (1) In Malabar, the only small industry illied or supi>leinental to 
agriculture is coir-making. 

• ^ (2) Coir-making is generally in the hands of inonuKl men w^ho realize 

good Jncoine and heiU'e this industi’v does not require any support from 
Sie State at present, 

(3) Hand-spinning in places where coir-making is not done; hut 
this industry is not generally prevalent. It is restricted to one particular 
<lasa wdiose hereditary occupation is weaving, ('otton should he made 
avniinhie for distribution in each village at a central depot and the 
farmers shoiild be given cotton during the off si^ason. The yarn should 
l>e purchased by the central depot of the village and the price paid on 
the spot and cotton re-issued for the next day's use. If this is done 



ahle permits will ourn at lea^it foyr AiuiHa^ iMr 

season and tbt^y will lie w'ell off. Kvoo thirittc; the axEriex^ 
iial aeaaoii, this procedure can \w toHowwl. For it is only during the 
fiaryest period that the ewitivutor gets padtly. I'he pcruxl from sowing 
to harvest is also a hard tinie. It he is quite miiv that the yaru he 
produces w’ill Ijc piirehascHl in tlie village depot on pavnuuit <»t ready 
cash whenev’cr he tendei's it. he will gladly spin even during the night 
time and earn a living wage. 


7. There is neither I'elation nor (*oiii|>etition t>etw«Hm the CH>-operative 
banks and other banks. The interest eharged hv the Inipeiial 
Bank is comparatively low. Consec|itent)y efficient clients an' tesoriing 
to the Imi>enal Bank for advance. 


II. — ItHligenous haahhg. 

1 and 2. Indigenous banks transact the following business:-'- * 

Bec'eive dei>osits, current and fistHl for tbr<H' niooths. six monthly 
one year and two years, lend money on gc^ld ornaments, mortgage, on 
hundies and pro-notes on 90 days’ time for return. lA*nd money to petty 
traders for industries, for milk and dairy fanning on pro-notes on per- 
sonal security returnable in 100 days by daily, bi-WNH'^lv, wo<'hly. h»r(niglitly 
and monthly instalments. Advanct' money on de|>ONil (U‘ giNids 4»r fiiodins^ or 
on hills of jading or raihvay rweipts for a mnximum perifal of {HI days. 

3. (a) Few' well-to-do people join tog€>iher and register a banking 
eoneern. They siibscrilK' either in lump or in instalments few thousands 
of rupees and start biisiru'ss. In course of time they aiH'opt deprisits 
offering a hett-<'r interest than the liiqterial or other joint stock banks. They 
resort to ovtu'drafts from other indigenous or joiut-st<M‘k banks and conduct 
kuris or chittis. 

(h) The volume of busint'ss transacted by such hankers is great, since 
they lend money to a good nuuilK'r of people, the amounts intndveil in caf h 
case lieing rather small. 

(e) They have to incur a comparatively high'*r f*\pensc hy migaging 
a iiiimher of <lerks, hy ri'sorting t-o legal prixs'CMlings, l>v acciiinnlal ioti ol 
bad (leVds and by gra<lual outstanding amounts. 

(f1) The relationship among the iinligenoiifc hanks is on the wlnh't 
cordial, they helfiing each oilier by overdrafts. fJenendly there is i»o 
relation lietween indigenous banks and the Imperial Bank and oilier big 
joint .stcK'k banks and co-oiierative banks, siiic<‘ these hiMer allow' I'ldy 
low intcuest on deposits and do not allow overdralis in tinic' el neeil 
even to w’^ell-inanagiHl and very .stable indigenous banks. 

4. The forms of credit instrument generally used are — 

(1) Hnndis in stamp patmr of one and a half annas for every hundred 
riit>ees for fixes:! perienls the maxirniiin lK>ing 90 dav'- ; and 

(2) pro-notes on t»lain paper without stipulating the period on the 
understanding for 90 days or hundred days, if by instalment. 

4. The forma of credit instrument generally used are — 
cribed form available in the hanks mentioning one or more $n reties nnd 
the terms of repayment. The application form is circulated among tiu' 
directors who note down their remarks aftc‘r enquiry, the managing diKstor 
ffnallv passing it for payment on the merits of ihc remnrks. If sane 
tionc<l for payment, the amount will >>e given either on hundi in stamp 
paper or on pro-noU^ dinlucting interest when payment is made. 

Funds are raisetl hy the indigenous bankers to meet their demands hy 
(1) further calls on thv subscribed capital from the sharo-bolders, by 
deposit and (3) by raising loans, hy ovenTrafts from other bank^?. 


Interest on deposits — 

Cnirent — 4 to 6 per cent, 

Fixed— six months 5 to 7} per cent. 
Fixed — one year 8 to 9 per centt 
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^ to 8. IntereKt^to lx* paid trf itidigenaris hauKs is 

> 15 per cent. .. 4^ 

The Govern men t«aicle<l )iank« should allow reasonable overdmfta to 

indigenous^ banks on the rocoiiiiiiendatioii of an odifer deputed for the 
pnrpoMf* with i‘a<*iittu^ to in«|>o<*t jieriodiealiv and usi*ijrtain the (xinditioii 
of Such banks. Htable and well-tnafiaged inciigenotis brinks will then have 
money at cheaper intorest than is at present the case, thus aA'oiding higher 
interest on defmsits and loans from other banks and enabling tnein 

to lend money to tlic public at lower rates. At present the Btate-aided 
bpnks, such as the Imperial Hank of India, do .not generally advance loans 
td indigenous bankers. They allow only very little for oven deposits of 
indigenous banks if such deposits are made W'ith a view' to open transac- 
tions on the sec-urity of such deposits. This system of granting loans by 
the Government-aided banks will not only reduce general interest in the 
money market, but will also encourage and induce indigenous bankvS 
to manage their conc.erns more efficiently. Indigenous banks should 

' have the ])rivilege of discounting their instruments of credit in 

government-aided banks, the latUu* undertaking the collection on a small 
^percentage of commission. This Avould avoid all existing disabilities 
confronting the indigenous banks. 

9. The net profit w^ill be aliout 12 per exmi to 18 per cent. 

10. Indigenous banks cannot meet all demands either through in- 
sufficiently of security or through w'ant of sufficient funds. 

JIJ — Tn vestment hahif aiul affrne.tion of eapitnl, 

1. The chief and common means of savings insiriiment in those parts 
are by subscribing to kuris or chittia conducted oy the indigenous banks 
and <'Inirch associations. 

2. Only petty clerks resort to post office savings b.auks. 1'hose who 
ai’e in bettor position and are not sufficiently English educated do not 
relish this sort of investment, chiefly due to the present systein of 
“ waiting at window^s ’’ in the post office without any waiting room ac- 
commodation espCHjially in mufassal offices. 

If proper arrangements are made and fbe waiting ” time is mini- 
mised as in various banks, the public may resort more to post office 
savings bank system of investment. 



Wilttia trident of B. W. BODWBXai> LCii., Sub-Oollootor, 
Tiroppattur, ITorth Aroot. 


l.—AaricidiunU rrfidii and medii facHHiei for tmyxH tndmiri^A, 

1. For (a) aiiil (t) tlio agriculturbt generally takes small 1 ou«h fi>rtn 
a tiiouey lender tti his own or au adjoining village, on the itiulerAiauding 
that they will lit* repaid in kind at tlm time of harveat. Tht* money-lender 
may be an ugrientturist adio has some atirphts funds at his dispf^al, hut 
more eoinmouly he is a profeRstotial money-lender, that is a Hinu who tntikoa 
money-lettding his main hiisiru^. In this distriet it Is gcmorally mendiers 
of (tei'tain communities such jis the Koniaii Clietti and Vaniyu (Iteiti (oil- 
liionger) vnaim who make a InisineKs of lending small loans in villages. 
'Hie rate of inUM”est for these Iimuis is generally 1*^ to IH per tsuii, hut 
may go ns high as .% per c‘ent- wdien the money-lender is unduly grasping 
or the liorrow’or’s cre<lit is not considercHl to \m gmxl. It is w«*ll understcKKl 
that the standing ( rcips are the security for these loans nnd, providt^ 
the crops are sufficiently smx‘t^ful. tlw* lender has no difficulty in re<s»ver- 
ing what rs due in the shape of prodl 1 c^e at the time of harvesl. Clenerally 
there is not ahy writt<*ii inni*tgage of ilie standing crops, lint n )>ond or 
promissory nole may ho written, with an oral agreement tluit the dolit 
is repayable at the next harvest, or at any rat<^ within two or ilirts* yt^ai’s. 
If the borrower gets a goful ci*op, he is not likely to i»l»st-nict the crdlivtion 
of the debt hy the money-lender, upon wduun he will depomlent for 
further nc('oinmodatinn when txHpiired. Crops, however, have not Isren 

f i<>d in the north of North Arcot district owing to the scarcity of rain and 
iliire of supply in the Pular river for a numlK>r of years, Cons«Mpiently 
is difficult to pay off debts when they have om‘e l>een incurnnl. The 
peasant tmi often regards a loan from any source only os a Cod-WMul that 
relieves liis immediate difficulties, and does not try hard enough to pay it 
off. The money-lender is quite witling to let the loan occiiimilnte, so inng 
as the iMUTow’er has sufficient landed property. Rmall loans for cultivation 
exf>eVises, etc., therefore frecpiently accumulate until they reach a conisi-* 
derahle sum, and the borrower has to execute a mortgage of his lands in 
cover it. 

For (h), permanent improvements such os digging wells, the agricul- 
turist can only raise the money hy mortgaging his land. The Govern- 
meni give takavi loans at about 7 per cent, repnv'able over a long 
T)eriod for these purposes, and also for purchasing plough bulls. Such 
loans are only given after a searching enquiry as to the soundness of the 
security offered. The village co-operative societies also give loans nn the 
security of land for these purposes; they charge about 9 per ooni interest 
and fix the instalments for repayment over a period of ai the most n few 
years. Agriculturists who caunot offer landed security that will be ac- 
cepte<l by Government or a co-operative society, have recourse to profes- 
sional money-lenders and pay much higher rates of interest. 

It IS only the Government, the co-operative sewieties and the profes- 
donal village money-lenders who play any apprecu'able part in flnanciiig 
agriculture. The villagers have no access to the other agencies rnention»*d, 
nor would those institutions as a rule he prepared to advanw^ money for 
agricultural purposes. There is no co-ordination between the cre<lit agmu ii^s 
that now exist for financing agriculture, and it is difficult to suggest any 
way of securing co-ordination l>etween these independent agencies. 

The chief possibility of improvemenif seems to lie in the extension of the 
operations of the village co-operative societies together with a much stricter 
system of smiervision. At pr^mni too many of the societies are iiiismanage<l^ 
and cases of emhewdement of a society’s funds hy its officers are not un- 
common. Repayment of instahnents of loans, as they fall dne is not 
enforc^ wi^ sufficient strictness, and unless this is done, anything that 
makes H easier for the agriculturist to get credit, simply fariliiates the 
accumulation of deht and ultimate loss of hts holding. Tn spHe of these 
difficulties the co-operatire movement has certainly had very hen«4cia1 effects 



lor the aiid the societies have already taken over a good of liljpr 

business that would otherwise bare been left to the rillage moiisgr4ei|Aliitdl 
At present the societies generally only give fairly snliKtaniial, sm>rt tierm 
loans of Rs. 11)0 or more on the security of land and bouses. Tf'super- 
rision could be tightened up ho as to jprerent aba^, 1 think that such 
of tliein as were sp^ially empow’ered might also l>e iilloaod to undertake 
the business of giving small loans for cultivation expens€¥», etc.^ on the 
security of standing crops, lieltable presidents of welbestahlished socie- 
ties n)i|sht perhaps he given |K>wer to pass decrees and attach and sell 
properties for the realiaatioii of small loans up to Its. 50. 

2. The ryots, as a rule, sell their commercial crops or surplus food crops 
immediately after harvest in order to pay off debt or meet other urgent 
needs. As they sell when supplies are plentiful they naturally have to sell 
at a low price. A ryot who has a sufficient amount of produce to sell to 
make up at least one cartload may send it himself to the nearest consider- 
able town and sell it to a merchant there. Otherwise it is sold to merchants 
or their agents who visit the villag^, buy up the prtKluce for cash, and 
arrange to cart it to the towns. The big merchants in the large toams 
can get credit up to about 75 per cent of the market value of their stocks 
from the Imperial Bank of India and thus carry them until the pricjes 
have gone up : the sto<*k8 Arc kept under the hankV seal and issuetl only 
as they are sold and payment is made. A system of co-operativo market- 
ing by which the ryots themselves could get credit on whatever pnMliice 
they have for sale, and wait for a lietter price, would l>c n great IxKin. It 
is doubtful, however, whether any such system would work properly until 
ixlucatiori and tho spirit of co-operation have liecome more widely diffused. 
The oxi>eriiuent inignt he tried of encouraging some of the inoi*i> su^tss- 
ful village co-operative societies to take up this work. The ryots would 
not 1)6 willing to participate unless they received a snhsiautial part of the 
market value of their produce at once ; hut this would l)e ])OHsi})le if the 
/»o-operative .srK'icty c*ould get credit on the |>ooled produce from tlie dis- 
trict co-operativc bank or the Imperial Bank of India on the .same general 
lme.s as those on which tho Imperial Bank supplier credit for big merchants. 

.T Wei land producing paddy, sugarcane, etc., is worth from Bs. .*100 
to Its. 1,000 per acre according to the nature of the irrigation source nnd 
the nearness to markets. Dry land with well irrigation sufficient lot- 
paddy or garden crops is worth Bs, 200 to Bs. .500 per acre. Drv land 
fit onlv for dry crops such as groundnut, dhal, samai. vaiagu and hoise- 
grain fotcJies from Bs. 20 to Bs. 200 according to tlie fertility of the w»il 
and neariims to waiketa. These are the prices when the purchase is by 
private negotiation. In forced sales by court decree or for non-pavment 
of land revenue the prices fetched would be rouglily from 25 to 50 per 
cent of those given abeve. 

4. There is no legal impediment to the mortgaging of land in this 
province. Probably about 75 per cent of the land is subject to some form 
of mortgage. There are no land mortgage banks at present. T doubt 
whether it is dasirable to start separate institutions with Government aid 
for the purpose. I think that the more efficient of the existing co-operntive 
credit societies and banks might lie given power to take up this business 
under close supervision. The working capital of institutions doing this 
work should be derived from (a) deposits, (h) funds from f*entral institu- 
tions and (c) debenture 1>onds if these would be siibseribed for without a 
Government guarantee. It would hardly be advisable for the Government 
to undertake hea^^ liabilitv on this account. All land transactions would 
be greatly simplified if the revenue registr^’^ of land could l)e modified and 
made into a complete and conclusive record of rights in land ; this seisms 
to to be feasible, though it would involve so much trouble and expense 
that Government would no doubt hesitate to undertake it. 

5. T am not aware of any reliable statistics as to the total indebted- 
ness of the Rgricultural classes in the province. Figures as to the regis- 
tered mortgages of land <x>itld be obtained from the Registration Depfi-ti- 
ment. T think that a fairly reliable rough figure for the total indebted- 
ness could he obtained bv getting a gpecial report from all village affreera, 
to be checked by the officers of the Revenue Department, much in the 



time «t c»Ule oenftUA is t«ken. I think that in this district s const* 
dnrablo ntintber of efficient farmers are being turned into tcnants*at*wilt 
through the enforcement of debts. They become wsram tenants and 
fttride the produce wiUi th» landlord, so that their incentive to increase 
production is weakened. 

7. 1 am in favour of giving ali posiiible reasonable concessions in order 
to stimulate the growth of the co-operative movement. Genuine co-operative 
societies might well be exempted from inooine-tax. Debentures i««ued by 
provinctai co-operative banks could safely be included in the list ot trustee 
securities. 


Ill* — Ine€ 4 ittuiU habit and atiractian o/ vapdaL 

1. J'here are sufficient facilities for the safe investment of small savings 
in the post office saviu|^ bank and postal casli certificates, but only etlucaied 
people use them. The interest allowed in the post office savings bank might 
aelf be raised, and tiio I'estrictions as to deposits and withdrawals removed. 

1 think there is still a considerable amount of iiiveHtment in jewels 
when times ai>e good, as the illiterate Indian agriculturist likes to have 
his savings in a tangible forni^ and jewels can always l>o pledged as secu- 
rity lor small loans when occasion arises. 

2. Postal cash certificates ai*e not very popular in this district. 1 cannot 

suggest any w'ay oi populurisiiig them except propaganda and raising the 

rate of intoi'est. 1 do not think they have any apjireciable adverse aiUu- 

ciK'e on bank deposits. 

4. The (hoque habit is extreinciy limited in this district, and removal 

ol the staiiij) duty on cIkh|Ucv> has not had much effect >ot, so far as 1 know, 
1 am in favour oi paying Govenimeiit servants drawing at least lie. 1(X) 
per month <‘Ouiptiiboriiy by cheque in stations where there is a branch ol 
the lm|>eriai liaiik, and giving them an option of receiving the whole 
or part oi their salary by cheque in other stations. All bu^ employees 

drawing Us. 100 i>er month iiiignt well lie paid by choc^ue. 

5. Hanking and the mvestment habit have c^ertainly grown very slowdy 
111 India up to the present. Tlve chief causes seems to Iw (a) the (ensorvat ism 
and illiioracy of the ma.s.s of the fiopulation and the general lack of a 
will to save and iiii|>rove the standard of living, (b) the feeling that all 
Indian banks and joint stock enterprises are unsafe as so many nave failed 
in the past, and (r) the popularity of the chit fund, a most unsatisfactory 
form of saving or investment. 

Propaganda by Government to induce educated persons to invest in 
Government loans for capital expenditure would be worth trying. 

The new branches of the Imperial Bank have done something to attract 
deposits and increase the use of cheques; they provide very useful credH 
facilities for inercliants. Tliey would be more iiopular if they were empower- 
ed to lend to some extent on approved securities and landed property, 
instead of only on commercial goods and Government securities transferable 
by endorsement. 
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Written erideuoe of M.E By. V, M. 8IVARAJA MUDAUYAB 
Arargal^ BA,, Deputj Tahsildar, Vaaiyambadi. 


i . — Ayriculiurul credit and credit facilities for small industries. 

1. In a vtji’y few cases tJie agriculturists obt liii loans Iroia Govern- 
iuont under the Agriculturists and the Land i rnprovetuent i^oans Acts, 
iiut in many caoes the ryots Ijorrow money from private individuals in 
the vicinity at alarming rates of interest. Of course, men who have large 
extent of lauds get k>aus on easier terms by hyi>othecatiug portions i f 
their land; but the poorer cbisses, who form the bulk obtain loans at 
rates which range from Jd to 37^ per cent. Moreover, the money thus 
borrowed together with the interest is usually lepayable iit the fiaiwest 
season in kind. Wiien the harveftft season coiuos oil, tlie money- 
lender is present at the threshing floor to collect the dues. Sometimes 
the whole harvest may not suihcient to pay him. The i)ayment of the 
loan in kind at the harvest season is itself a great loss to the ryot. l?*or 
at the harvt^st season, the supply of grains being larger and demand there- 
fore being lesser, the price is Ijouiid to he exceeilingiy low. 

2. Tlie princi[ml crops are now’ generally being marketed in the shundis. 
or iiiaiidis in some of the important towiis in the neighbourhood. It is 
|)(>ssible to market all the necessary commodities by co-operative elForts. 
This system will eliminate the middleman, and, eonseiiuently, the articles 
may he made much cheaper. 

3. Owing to iiersistent luilure of iiioiisoon in recent 3’ea<ns there is, of 
Jute, a tendency on the part of the luiidowuiers to sell away their lands. 
The value of iunds has tlieiefore gone down. The value of land generally 
depemls on the fertility ol the soil, the irrigation facilities that exist, the 
locution of tlie plot (its nearness to road or railway line), and tlie exist- 
ence of a demand for lauds. The value per acre of wet land purchasable 
by privaU) negotiation may l>o approximately j>ut at Its. 500 to its. 2,000; 
wiiile that of dry fields varies from Its. 25 to its. 500. The value of land 
at Government auction for non-payinont of revenue and in the event of sale 
by court decree is very much lower than this. 

4. The agriculturist class never turns to industry . In fact there is 
jio industry allied to agriculture worth mentioning. Alongside the l*alar 
river, however, mats ai’e made out of weeds that grow in the river margin ; 
liero and there sheep are lieiiig reared, and from their wool, blankets are 
made. There is also hand-spinning in some villages, hut it is done on a 
very small scale; and, generally s{>eaking, the agricultural class us such 
rai'ely resorts to such industries, as sup])JenientaT to agriimlture. These 
industries can be made more useful to the class dealing in it, if tliey are 
given iinuncial aid. 


//. — Indigenous hanking. 

1. There are Marwaris, pawn-brokers, money-lenders, riidhis and niuitlal 
lienefit associations in big towns. But none of these classes has anytliing 
to do with the agriculturist in the village. The village money-lender is 
there. He is the person referred to in the begiiiiiing of the answer. He is 
himsei| a ryot of the village a relation to the other ryots but yet he is 
looting. This kind of banker is not provided in law. The borrowers are 
naturally disgusted with the conduct and inhuman avarice of these 
bankers. But as the poor agriculturists are put to ever so many items of 
expenditure that are necessitated by the Indian social customs and reli- 
gious maudates, they are forced to find a lender near at hand. No wonder 
they find in the village Shylock an easy protector of their immediate want. 
And when they once fall into the dutches of the unscrupulous money-lender 
they never can get out of his rigid sway. 



2. To remedy these, the money-lenders or indigenoos hankers of this 
type shoald be eliminated as early as possible and the organiaation of eo- 
operative societies will surely do it, in fact, the villagers where the co- 
o^ierative societies now exist, the inotiey-leiiders have practically disappear- 
ed. 


111, — Ififfesiment habit and attraction of capital, 

1, There are several iiidhis and cliit funds tn towns and tlu^y attrac;! 
some investment. Generally spewing, p^ple :ti these parts are unahle 
to make any savings after what is spent in religious i^»reiminies and other 
social evils. And what remains is locked up in the shape of oiniimenis. 
and jewellery and vessels of silver and (sold. Moreover the staliiJity of 
banks is a thing that is looked upon with :^us|>ioion. And again the 
p^pJe are proverbially unenterprising. All Uiese crf>niribute to the lack 
of investing habit on the part of the people. The inteivsi <>f the indivi- 
dual investor is safeguarued only in co-operative Imiiks: and of late, 
these hanks are growing more popular on that iiian other joint 

stock banks. 

^ 2. The post office savings hapk is of cjotirse fxmveniont and popular among 
the middle classes; but the rate of interest allowed is jirovorbiaJly Jow'. It 
will probably lie lietter to improve the rate of interest, so as to attract 
investors. 



Written eiridenoe of UJLRy. K. SUBRAHMASTYA AYYAB 
Arargel, B.A^ Taheildar, Ondiyattam. 


/. — Agricuiturai credit and credit facilitieM for $nmli Indmiriee. 

i. *l*he agriculturist (a) lor expenseh during cultivutiou, {Jb) for oilier 
special needs, e.g., failure of monsoon, for land revenue, etc^i allows tbe 
crop on Ilia iund to his usual monoydeiider, generally a **Koinati’^ or an 
“ Oihmoiiger or other iiioiiey-lefider in ills village or in the adjoining 
village and takes pkKreineal siiiail loans from Its. 5 to Its. 20. The nioney> 
lender is ready on the spot at the harvest time of tlie cropland takes away 
the prod me in puyiiioiit of the loans. Sliuuld there f>e siiiali Bums of un- 
discharged loans and these develop to a itiund sum of lis. 50 or Its. 100 a 
moi'tgage deed is drawn and executed charging iiiteiest mortgaging the 
agriculturist’s lamls. Ju the case of (6) for capital and (leriiiaiient improve- 
Jiients the agriculturist straight off goes to a village money-lender, 
mortgages his lands and takes a loan. • The rate of intei*est charged ^r 
those small loans is 15 to 18 per ctmt. These small loans are expected to 
l>o repaid once a year at the time of harvest. '^I’lie Imperial flunk and joiut 
stock banks or other bunks do not finance ugri:‘iiltui isis. 

It is only the professional money-lender and merchants that give cretlit. 
The co-operative banks help in a way. They do not give small loans of 
Its. 10, 15, 20 as the agriculturists occasionally retjuiro for expenses iluring 
cultivation and for land revenue for which small sums arc recjinrcHl then and 
tliere. But they give bigger sums of Rs. KKJ and above which the agri- 
culturists may recpiire for permanent improveimoits of their lauds such as 
sinking of wells, in this connexion, it is subniiiletl, the co-o[»eiative vil- 
lage bank may be so orguiiizc^d and improved that the presidents ol 
the village liunks may advance small loans us are needed by the agriculturist.s 
on the security of the standi rig crop or other credit vvliich an agricultui ist 
commands in a village and also on pro-notes, if necessary. Tbe president 
must lie so syiujiathetic as to consider the needs of the small agriculturist 
and b(» shouhl lie given [lowers to [>ass a decree with [lowers to attach 
and sell jiropertitis for realization of small loans u[i U> Rs. .V). This system 
of village co-operative banking is the only method by which the ordinary 
village agriculturist will Iks Umefited by a local co-o[>erutive bank. On an 
average the total credit facilities which a village would require for tlicir 
agricultural purposes would lie from Rs. 500 to Rs. 1,000 annually. Goveni- 
luonfe lielp agriculturists hy granting State loans for purchase of i>lougIi 
bulls and for sinking and repair of wells. 

2. An agriculturist if he has got lands and gets cro[)s sufficient to save 
whicli could make up one cartload, i.e., about 10 kaiams, he takes it to the 
neai'est town where there is a merchant within a distance of about 
20 to 25 miles and there selKs his [iroduce. In the case of small agricul- 
turists who could not spare so much, petty ineixrhauts periodically go to tbe 
villages, purchase the small savings of the poor agriculturists for cAsh who 
in their tuiu take it to the nearest town where there is a market. ITie 
agriculturist alw'ays sells their pi-oduce to a merchant who offers the highest 
price and ho also sells his produce whenever there is the necessity for him 
for cash for his eximnses. 

In this district there are only petty agriculturists. They could not first 
hand over their pi*oduce to co-oi>eratire hank and wail to take money until 
sudi a time when the co-operative bank could sell the produce to a profit 
at a tiffle watching the fluctuations of the market. There may be 3o^ at 
times wdiich the poor agriculturists would not and could not bear. Hence 
the possibilities of forming pools are rather distant.* 

In these parts merchants of long-standing credits trade with their own 
capital. Merchants who trade with Imrrowc^ capital always fail as a rtile. 
Nattukottai Chettis who are now going down in numbers and Marwari 
merchants who have come down from Bombay and establishing lending 
shops in increased numbers, advance mon 63 ^ Nattukottai merchants 
advance money wi^ longer periods of repayments up to three years. Bui the 
interest is high, about 16 per cent* But the Marwari merchants lend at 
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It dieaper interest of 9 to 12 per cent, but sndi Amounts ere re|Miy«Hle within 
tiiree months to six months. If it is not repntd within the shoH period tho 
loAii is stop|>€H] and the money lent is collected with a gi^at as to 

break down a uieit'hant altogether. Mer<*haiits who take kmns cither from 
Natiukottai ("hettis or Manvoris do not generally thnve. The Imtmrial 
Bank of India, Madras, now at Vellore, gives a great relief to mert'hauts. 
Tlio bank makes i^mfidential enquiries as to the extent ul solveiuy of the 
merchants and advon<‘e money up to 75 i>er cent of th© value «if wtwk of 
goods which a merchant gets from outside. The stock is kept nnder k>ck 
and key under the custody of the bank and as each consignment is sold and 
money paid into tlie liank, the bank clerk comes and issues gt»odK proper- 
tionateb'. 

Biinilarly co-operative banks may he established in two or three iinjiortani 
places in a district to work in the same wav as the Imperial Bank works. 
The agent of such a co-operative bank should l>e a lesponsible paid ag<*nt. 
Til© question will be to find out a suitable agent as he Ims got a heavy res- 
IMMiHihility to l>ear and as the money involvetl will very higli. There 
is no question of foreign trade at all in these parts as there is not sufficient 
sto<*k of pnaliioe to engage in a foreign trade. Tlic value of the produce^ 
is remitted by postal money ordiu* or by insurcnl post. Tlien' arc no such lo<*al 
private hanks here to facilitate internal remit tam*iv^ by means of hills or 
iiiindi.s. Thcr<» are no big branches or asH4K'iations of money-lenders hero 
who are able t4i establish a local hank f'apable to hob] transaction with 

banks in other parts of the Presidemy c»r provime. Two such batiks 
established at Volb#ro. vix., tlio Merc'antih^ Bank and the foiiiirtercial 
Bank, failed. 

.*1. Tlic value of land per acre, if it is a wot laixl piodueing pad«ly or 
RUgar<*nnc, is Rs. 400 to Its. 1,000. If it is a <lry land uilb well l.icilitics 
to raise paddy and sugarcane, it sells from Its. 200 to Bs 500. If n 
drN land is fit for only a dry crop such as groundnut, samai, varag\i, 

rcvl and black grains, it sells from Its. 50 to Its. 150. These ar«‘ the pi ii’CH 

got m purchase by private negotiations. Tn the event of suit* by tsmrt 

«U*cree tiie value will l>e half of the above prit'o. Tn sales in (iovernment 
ant'tion for non-payment of land revenue the land will Ik* sold only for the 
amount of asstsssinent as such lands will be generally valueless. 

4. There is no legal impediment to mortgage of lands and agrieiiltiiral 
Imldings. There are no hind mortgage hanks, Then* is no possibility of 
t^siablishing such a bank as tlw^re are no suitable (‘npitaliNts or m(*n capable 
t ■» inaiiago such banks. The rtK’ords of rights and titli*N of ownership of 
lands /ir© atttmded to by the Ueveiitie Dopartment by transfer of pnttas 
the lands go from the poss(*Hsion of one }>erHoii to another. 

5. The existing indebtedness of an average villige hero witli laml as 
security in the form of a n^i.stered mortgage is Rs. 10, (XX) on an average. 
The amount of such indehtetlness in n village on the mortgage of a house 
is Us. l.fKX). The amount of indebtedness on mortgage of jewels in a vil- 
lage is Rs 500. No debt is given on the mortgage of iiloiighs, agricultural 
implements, etc. In villages d€*bts are incurred ehieflv for (ft) marriage cere- 
monies and other social oc'cnsions, (h) sinking of well for agrietiitural mir- 
poses, (c) for famine and other kinds of distress. (<1) for payment of land 
revenue, (c) improved agricultural implements, (f) for piirehase of seeds 
and manure, and (f^) for education of children. No frc*sh debts are incuiTed 
for tho payment of earlier debts or growth of debt by ronj|Ktund int<*rest. 
When once ’an agriculturist takes a loan fixmi a money-lender ordinarilv 
the creditor waits for three* vears and then at the end of the oericnl a fresh 
mortgage deed mortgaging lands as security is got executed for a fresh 
sum including the principal and the interest accrued during the period. 
The debt is largely dtie to the hical professional money-lenders. Interest 
is charged at 12 to 15 per cent up to Rs. 5(X) and then at 5 fier cent for 
sums over Rs. 500 up to Rs. 1,000. Only simple interest is charged. If a 
debtor does not pav the amount as the creditor wants, the creditor files a 
suit in the munairs court and recovers it. An efficient farmer with a 
large faniilv is getierallv unaHle to pay his whole debts, the produce whti^ 
he gets being just sufficient Jjo maintain his family. Periodically the 
ctpal sum and the interest accrued are stimmed up and converted into a 
fresh debt with the verv same creditor. This new principal, if contlmied 
unredeemed, turns in course of time to a bigger amount. When ^is |;oef 
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im and thiu a4»mmulataii to a stim vliidi is oqtto] to the rains of tiie farmar’s 
holding^ the creditor is necessitated to purdiase the farmer^s holding. 
Generally these professional money-lenders are not able to cult irate such 
purchas^ lands as such holdings accrued in the manner stated idmve lie 
scattered in different parts and in different Tillages. The creditor leares 
these holdings for cuHiration under varam tenure to the original owner 
who hy force of events is thus turned into a tenant. Naturally disgusted 
with his lot and adverse circumstances he ha.s no incentive to produce 
more and in an efficient and better manner. Owning to the present eco- 
nomics stress due to failure of monsoon a farmer unknowingly and 
involuntarily gets into a debt. But he finds him^lf later on unable to 
pay the debt and finds himself deprivinl of his holding. The chief 
reason is due to the heavy rate of interest which is increasing 
every year and the rapidity at which the creditors want to recover the 
debt. As often a crcHlitor wants to recover debts with interest at his 
will and pleasure and ow'ing to the pressure put by the cfeditor the inter- 
est charged on the principal is very oftem convert^ into a principal and 
the heaviness of debts increases. This gradual conversion of a simple into 
a cH>mpoiiud interest is unknown to a village debtor. A village debtor can 
ImsI l»e saved by a declaration that only 6 per f*ent interest alone can lie 
cbarge<l on all debts and no interest should be ioined with a principal and 
a new document should Ik* drawn converting the principal and the inter- 
est into a new debt. 

6. An ordinar>' agriculturist has no time to attend to small subsidiary 
industries. Dairy-farniiiig is out of question ns there are no gracing grounds 
for cattles to grajM*. Garden pr<Kluco is attende<l to on a small scale by the agri- 
(‘iilturist for bis domestic requirements. The agriculturists in this district 
always spend their time either in cultivation or in improving lands. An 
agriculturist sinks a well and cultivates his lands by rotation at all seasons 
in n year. Farmers who have no means or facilities t^> sink a well go for 
coolie W'ork in railways or in road-making. Hand-spinning may be iiitro- 
dnf*ed in villages by means of propaganda showing them the advantages 
and advising them to train themselves to band-spinning in their leisnre 
hours. Nil enterprise is possible in villages as to give the prixlucer a 
better outturn for bis produce. 

6- A. Weaving with bnndloom can with advantage lie introduced in all 
the villages. 

7. The existing co-operative bank can continue to work on its present 
basis. They are to learn the systematic ways of repaying and recovering 
moneys advanced to the constituents of a co-operative village bank. 

77. — Indir/eno'tis hanking. 

There is no indigenous banking in these parts. 

in. — Investment hahit and attraction of capital. 

The investment habit is still in an initial stage in these parts. The 
only system that works well in these parts is the postal savings bank. Only 
the literate public resort to it. The other classes of peonle have little 
to save for investment. People do not go in for postal cash certificate at 
all. People do not also go in for investments in silver and gold as their 
savings are small. Farmers do not lend to their fellow agriculturists, if 
they have savings they purchase jmme more lands or invest money in build- 
ing a commodious house for their occmpation and a fold for their cattle. 
Cheque habit is unknown in these parts. Banking and investment hahit 
in India is very slow in growth. This hahit can only be developed hy 
propaganda by Government in villages by explaining the advantages of 
posiat savings hanks and advising iieople to invest their sn'i ings m the 
post jsfflee^ Restrictions regarding the amount of deposit and withdrawal 
as once in a week should he removed. Depositors sliould be allowed to 
make deposits any day they please and withdrawids also should be per- 
mitted os often as a ^poeitor is in need of money. Postal savings Imnk 
is working very well in these parts and a propaganda hy Gk>vemiiieiit 
to popnlarise it in a larger scale will be a good beginning to develop the 
banking habits. Itie new local branches of the Imperial Bank India 
only helps the meitdiaiits. It iiia.v he developed so ns to help the agricnl- 
turists also taking snffieient seenrity. 
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Written evidence of V. SANKARAK NAYAR Avargel^ 

BA., Talisildar, Tiruppattur. 


/. — Agnt'uitural credit atul credit faciiities for stnaU indust rie$. 

1. On account of continuou.^ failure of monsoon for the post 10 or 12 

years the irrigation sources of Tiruppattur taluk have not Ik^cm n^ceiv- 
ing adequate supply and consequently the economic condition of agricul- 
turists has bcMHMne miserable. Throe-fourths of the villages of this iiihik 
are initta villages and the nuttadars, I understand^ grant no remission 
for wet lauds whether the mitta village tanks get adequate supply or 
not, not to speak of reinis.sion for dry lands. The condition of the ryota 

of mitta villages is, therefore, more pitiable than that of those Govern- 

ment villages. 

The ryots in this taluk have l>ecome greatly indebted by continued 
failure of rain. For expenses of cultivation for capital and )>ertiianent 
improvements and for other special ne4*ds agriculturists hori-ow money from 
profefisional money-lenders and rich landholders at 9 to 24 nor cent on pro- 
missory notes, simple instruments, mortgages of lands and pledge of movable 
properties for short terms of six months or one year. A very great part 
is play<*tl in agrienlturnl finance by firofessional money-lenders and mer- 
ehants. The help sought from Government is scarce. Indigenous hunks 
ami Inirikers are not to ho fcnincl in this tuhik. Tn the whole cli.siri<‘t they 
are very few. Tlonghl^' a lakh or a lakh and a half of capital will l>o 
recpiircsl for the various purposes stated above. To nm the dcfc'cts appear 
to ho short terms of loans and high rates of interest chargc'd at prescuit. 

Long terms of loans and reduced interest of 6 i>er ec.mt will to a great 

extent improve the economic condition of the agriculturists. The' seenrity 
taken may he ec|nal to the loan advanc*c*d to giiaixl against loss to Oovorn- 
nuuit or l)anks. 

2. Principal crop.s in this taluk arc: — (1) kamhu, (2^ regi, (3) cliolam, 

samni, (5> vuragu, (6) paddy, (7) dholl, fB) groundnut, (9> castor, (10) 

horsegram and HI) sugarcane. Of the.se. the first six crops are not sold by 
ryots unU*ss they are prcKluctMl more than what is recpiireci for their rsm- 
sumption. Tin* rcmiaining five are commerc ial crops. The last cro|>, sugar- 
cane', is sold in fe.stivals as it is and some ryots convert it into jaggery 
and sell in markets. Thosc^ who have cultivated dholl, groundnut, castor 
and lioi-sograni on borrowed capital, sell them t/O meichants immc*d lately 
after their harvest to pay off their crc'ditors. Rneh ryots cannot afford 
to wait till their commodity becomes dear in the market and fetches a 
decent price. Rome measure out their prcxlncx^ to ihejr creditors for what- 
ever price prevails at the time of harvest. Those whe cultivate with their 
own capital store all kinds of grains after meeting their own demands and 
p sell them when their price rises in the market. The people of theses parts 
know ver>' well how to market their produce. All that they require is 
capital for long terms of 2 or 3 years and easy rates of interest of 3 or 
les.s per cent, the common rate of iiiter<?st of money-lenders noiv being 15 
or IB per cent. Merchants and dealers try to get the produce* as cheap 
as possible at the time of harvest but hanks and bankers do not take pro- 
duce for the money they have advanced to cultivators. 

Hundis and hills are not in use in this taluk. During the process 
of marketing only money and currency notes are used hm*e. Tf the ciiHi- 
rators are helped with loans for long terms and at low interest, no ware- 
houses are necessaiy. 

3. Wet and dry lands have different values, wet lands laong more valu- 

able than dry. Wet lands in this taluk have gone down in value very 
much owing to continued failure of monsoon. sre now worth from 

Da. TOO to Rs. 500 an acre according to the fertility of the soil and the 
facility for transport of produce. Dry lands also are valued at from 
Hs. 20 to Rs. 250 on the nature of soil and .transport facility. There k 
no difference in the value of lands when sold for arrears of land revei||ie, 
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in court docreen and in pttrcliases hy private negotiation. As stated above, 
the value of lands is based on the nature of soil, facility of transport. It also 
depends on the demand for cultivation. Lands in the vicinity of viiiages 
w ill have a better demand than those remote from villages. 

4. There is no legal impediment to mortgage of land and agricultural 
holdings in this taluk. There are no land mortgage banks or agriculttiral 
hanks or any other banks. for the provision of long-term credit. They 
should be oi>enod either by Government or by joined stocks. But I am not 
confident that moneyed men would come forward and start a land mortgage 
bank to lend money at 0 per cent as private banks usually charge 9 to 12 
per cent. The existing records of rights are quite suflficient and I do not 
suggest any improvement therein. The mortgage hank in the event of 
non-payment may sell the security land after one month’s notice to the 
borrower. No charge may be made in cases of references to the records 
of rights and of registration of records and of the processes of law so 
as to reduce the burden on the good constituents of the bank. 

5. Tn this taluk money is borrowed generally on cultivable lands. Tjoan 
is raised on the pledge of jewels and houses also in some cases. l>ebt is 
not given on the general scK'iirity of all the assets without a specific pledge. 
Debts are incnri*ed for the payment of earlier debts, marriage and other 
social occasions, famine and other kinds of distress, growth of the debt 
hy i^nipound interest, interest not having lieen paid, seeds and manure, 
sinking of wells and agricultural improvements and education of childi'en. 

The debts are largely due to banks and professional money-lenders and 
to a small extent to Government and co-o|K‘rative societies. As already 
stated, the common rates of interest are 15 and 18 per (ent. is calc'ulated 
for a year and the payment of it is enforced in civil courts and for small 
amounts in village panchaynt courts. There are some, tboiigb not a large 
number of people, who are efficient farmers, being t«rne<l into tenants for 
a period or tenants-at-will, through the process of the enforcement of tlie 
old debts and the landed property pas.sing on into the hands of creditors. 
Of course, such a process does take away from the actual cultivator the 
incentive to produce more and in an efficient and better manner. 

6. Bmall subsidiary industries .such as rice-milling, gur-making. dairy- 
farming. garden prorluce, cotton giniH^ries. .sugar refineries, hand-spinning, 
poultry-rearing and coir and mat-making can he encouraged to engage 
farmers during seasons when they cannot make full iis4» of their time on 
their farm and thus enable them to supplement their income and to raise 
their standard of living. The land mortgage hanks when instituted should 
advance small loans for the said industries at a low interest. Siindarly. 
handloom-weaving. fishery and metal vessel -making industries also c*ould lie 
started. 


Ill, — Invextwent Jiahit and nttraeffon of capiial. 

1. Investment habit is rarely found in the agriculturists as most of them 
have no savings at all after paying their creditors the capital and the 
high interest. There is enough facility for investment provided the farmers 
have any savings. Those who ore able to effect a saving are more prone 
to invest it in silver and gold ornaments chiefly for the reason that they 
can get small loans when necessity arises by pledging those jewels. 

2. Postal cash certificates are not popular in this taluk. A majority 
of the agriculturists are illiterate and they wdll find it difficult to withdraw 
money from the postal savings banks. It is the Government servants and 
municipal and local board servants that resort to putting irito savings 
l^ks their small savings, if any. Perhaps rising the rates of interest for 
the Mvings bank deposits may attract other classes of people. 

S. The money got by sale of produce is almost immediately expended 
in paying off debts and interest thereon leaving very little to meet the 
family expenses until the next harvest in the cases of 95 per of the 
farmers. The remaining 5 per cent put it by to be lent to the needy ryots 
in the following year. Farmers who have any suridii^ money after mat- 
ing their expenses do lend it to fellow agriculturists on interest ranging 
from 9 to 24 per cent according to the snin lent and the period for which 
it is lent, demunding more interest for small amount* and for short 
periods, 
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i. latue of oiioquo u not popular in thi« taluk. 

5. Jt is true that the banking and investment habit in India is of very 
•low growth. It 18 entirely due to want of capital to be invested, as In^a 
ifr not an industrial country. It is industry that will bring money to everV 
one. The main occupation of the people of India is cultivation whi^ 
entirely depends on sufficient and timely rains. If one year happened to 
be prosperous several succeeding years are unpru8|Mmnis nowadays. 

In the first place arrangements should be made for advancing loana 
for a period of at least 10 years at 6 or 6 i>er cent on mortgages of land 
equal to the amounts of loans establishing land mortgage hanks. This w^ill 
enable the agriculturists to have some savings evei'y year after paying off the 
loans by annual fixed instalments. When they ai'e given the opportunity 
to save something they will naturally take to investments in sayings 

banks, co-operative banks, or some other banks. In short it is exorbitant 
interest and short j^riods of loan that impede the prosperity of the agri* 
cultural population in India. 
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iKTritten evidence of M.R B7. B. T. SXSHAXmi ACHARITAB 
Avargal, President, Talnk Board, Tiruppattur. 

/. — Agricultural credit and credit facilities for small industries. 

1. Owing t<) the contiimouii failure of monsoon and the tonseQuenl aljfcence 
of floods in the Palar and its tributaries, the economic condition of the 
i*>'ots in the district of North Arcot is far from satisfactory. It is no exag- 
geration to state timt per cent of tlie ryots are indef>ted. At pi-eseut, 
most of the agriciiiturists in the district borrow money for cultivation, for 
capital and permanent iiiiproveiiients and for other special needs connected 
with the land, from the professional money-lenders, ^nercllants, co-operucivo 
societies and other dealei-s, on personal and land security^ 

Some iiavo secured takavi loans from Government. The lni|Hfrial iiauk 
and joint stock banks do not advance money to the agiiculturists. On the 
other hand they encourage morchunts and other dealers. The rate oi 
interest charged in this district in respect of advances made to the agricul- 
turists varies from li per cent to 24 per cent per annum. Tlie c<>operative 
societies do not generally lend more than ils. 501) to an individual. 
Tho term of such loan is now reduced to one year. Consequently co- 
oj[)erativo sfK-ieties in riual areas have not done much to relieve the distress 
of tho agricMilturists. I*rivate banks aie ]>rapticaliy usurers. Therefore, 
it is the duty of the Govorninent to relieve the indebtedness ol the ryot 
and encourage agiiiculture which is the main source of revenue and the 
backbone </t the country’s industry. 

The total ainoiiut of capital required to relieve the ineseiit indel>tedness 
of the agriculturists in the district is aceoriling tt> my oj)inion not le>s 
Hhan one crore of rupeos including the lapitai itHpiiied for eiiltivation, 
permanent improvement, land revenue and othei sjaHial needs during 
failure of monsoon. 

The ronuKly, 1 suggest, is that a land moitgage lauik or sexeral land 
mortgage bunks ith an aggregate capital of a crc»re ol rupees, lending 
money at not more tlian 5 per cent interest payable in 30 annual iustal- 
meriis must be established in one or more centres in the district. These 
bunks must be empowei‘'ed to lend up to Ks. 20,()(.)0 to each individual 
agriculturist on the security of lands and other inimoyal>le properties. The 
loans shall bo granted to each individual at two-thirds ot lIic estimated 
cost of the lauds and other immovahle iiioi>erties mortgaged. 

2. Jf the indebtedness of the agricnlturists is lemovod liy the e^tablish- 
ineut of land mortgage liunks as stated above, 1 do not think co-operative 
efforts lor marketing agricultural produce arc iicc<*ssary. Tho agriculturist 
will then he able to wait till he gets the higliest price for his comiiKKiities. 

I am of opinion that industries like tanneries, sugar and sugar-iandy 
refineries, handloom-weaving, mat-making, glass bangle-making, poultry- 
breeding, dttiry-fa*'Jni»g, furniture-inukiiig, manufacturing oi bonemeal and 
» other artificial manures, .coir-makin'g, rice-milling, gur-making, cotton 
ginning, garden produc*e and hand-spinning must be encouraged as supple- 
mental to agriculture and be inrduded in the list of industries to be aided 
by Groverninent according to the State Aid to Industries Act» These will give 
employment to the fanner during seu.sous when lie cannot make full use 
4 >f his time on his farm and thus enable him to supplement liis income 
and raise his standard of living. 

]J. — Indigenous hanhing. 

Tlmrh are few indigenous bankers in villages scattered here and 
These giant loans to the agriculturists on high rates of interest. The 
dealings of this class of hankers with the agriculturists are not conduc^ 
on sound lines or on definite principles. These hankers are not quite popular 
with the agriculturists as the treatment meted out to the latter by tne 
former is more or Jess equivalent to that meted out to a slave by his master. 

7 // — Investment hahit and attraction of captiaL 

The oiHuing of new branches in recent years by the Imi>eiial Bank of 
India has not heli>ed and will in no way help the poor agriculturists nnloss 
bank comes forward to give long term loans on the security of land 
on reasonable interest* 



Written evidenoe of M.RJty. R. V. 8UBRAHHAKYA AYYAR 
Arargal, JournaUBt, Timppattur. 


GenemL 

An enquiry oi tbih kind has long Ixx^n a desiderut tun in thj.s touiilry 
where joiut-hto('k banking Is assuming an iinportanc'e aii its mvii. 'I'ho 
{lecuiiarities at the Indian (milking system du require a siieciul and oxhaiih- 
tivo treatment by itselt. Our banking system lalls^ under two heads: (^1) 
banks working under modern methudS) (11) banks working under indigenous 
methods. The lm|>eriut liunk ot India tails under the tii^t gi'aup, 7)Ut is 
at present doing business more on a eomineniu) scale. It .should be fix>ed 
Iroiu the commercial commitments and rcnderetl able to beiiclit Indian bank- 
generally. 

The majority of Indian joint .stock banks ui-c ViU'v smud. 1 hey lake 
small deposits and grant loaii.s on jewels, jiiiinova)>l(n> ami other .securities. 
Their operatiuirs afftMjt very little the general iiioney-market . 

Ill our <-ountry, ac have iio scope lor bunking df*veiopm<ud on MUind 
linos and bringing the lacilitics lor savings uitliin the reucli ol small 
depositors. 

The co-operative movement is ol recmit gioath. It is luircly an orguiii- 
zation to unite our weak jHjasaiitry through cheap cnnlits at ivasonablo 
rates ot interest on the swurity ot their lands, ^rhere are throe kitida of 
eo-operative bunks in our country, the village bank, the ilistrict bank and 
the provincial bank and an Indian ryot rtMiuires tlirce kind.s ol advanees 
<I) short term loan, (2) an iiiteriiiediate loan, and (.1) long term loan. 

In order to emourage tln^ cu-opciuti\ c iimvcineiit it aouki bo iiectsssnry 
to givo turllier concessions. 

The indigenous (mnker imriorms the same 1 unctions u.s llu3 joint stcH’k 
bank but liis money is not available tor iiiduHtries except small doiiioslic 
industries in which he advances money. iSimilaFlj', in agriculture, the 
village sow'car cares to advance small sums on the crops am! in all such 
castes, the produce ha.s t<j lie sold to him dii*ectly it is harvested, 'rhoso 
haiikei>i have great solidarity among themselves hj’ their Iniing meiuhers 
of the same community. But there is absolutely no i>rejudicc against these 
bankers. 

The record of Indian lianking has i»eeii biucketied by a few promitient 
cases oi dicdionesty in adiiiiiiistnition but iiii.sinuiiugetiterit and dishonesty 
in banking are by no means the exclusive monopoly ol the Indian. I would 
emphasizf* that the public should give iij> their attitude ol indifference to 
Indian banks and should give them their fullc'^t patronage and Hhould - 
keep alert watchlulness aliout their working and iiianiigemciit. 

The nidhls and other indigenous banking concerns laiiiiot l>e regulated 
and controlled by moans ol speeunl law’s unless the working of the Coinpa- 
uies Act in this" Presidency is undei-taken by a separate department with 
a qualified staff. 

In conclusion, systematic studies of banking and economic problems ] 
among the rising generation ought to (le encouraged by priz^, medals and 
scholarships if we are to advance in economic jiirospority which is so badly ' 
needed in this country ard for which a committee of experts is going 
begin its work. 



Written evidence of MJLRj. IT. OOPAItA AYYAJBL Ayargal, 
Flmdor^ Tiruppattnr. 

I rivultuTul CTHiiit muL credit fa-ciiitie$ jor stnciH indujtiTies* 

1. The life of a ]>eaHant i)roi>rietor of a small h«#[cliiig with legaixl to iU 
cultivation is a life of eoiistaiit and recurring indebtedness. Debts are 
raised on the expocftation of the harvest. If the harvest is poor, the yield 
goes to pay a portion or tlie whole of the debt co»Ura<*t<Hl at the time of 
sowing, with the result that for the expenses of the next sowing, the 
peasant proprieUir agaip runs into debt. 

Finance (debt) is obtaituxl either from the iiioiiey-lenders of the locality 
on personal c*oveiiant or from co-ojierative scn-ieties in villages where such 
societies exist, on the 8r*<‘urity of land. There are also cases where the 
money-lender also passes the loan on .security of the land and the banks 
on |>ei‘sonai security of the debtor and his surety. 

The raU^ of interest on loans issiieil by bunks is less than 12 i>or ceut 
and ranging from 12 to .‘i<3 per (‘ont when the money is atlvanced by the 
luoJiey-leiider. tleiierally, no time is fixer! for repayment in cases W'heix) 
the inouey-lendei* advances the money but the pailies understand as tCJ 
when the debt would ho repaid by parole agi'ecnnent. 

The co-operative society fixes the time and the insial merits by ami under* 
w’hich the debt is to be repaid. * 

There are also cases wlrei*e the irroircy-lciider advances a loan on the 
security of standing crops in which cases, he takes the produce on liaiwost 
A^rid makes gocxl his loan. The groundnut and sugaicune cro]»s generally come 
under the ularve category. 

Generally speaking, the irea.saiit proprietor has only two sources for 
securing debt from money-lenders, proie.ssional or otlrerwisc, and froiu 
eo-operative hanks whore they do exist. Other institutions ai*e cjuite 
beyond his reach, nor are they willing to advance loans lot agricultural 
purposes. 

The system of agricultural operation now* obtaining is unsteady and most 
disappointing in results. It only leads to the formation of a vicious circle 
of ciehts and rnoro debts wiiiih, on<;e loiitractecl, are inner discharged and 
ultimately tlu» |xmsant parts with his lands to his creditor. 

There is absolutely uo co-ordrnatioii among the agencies which at all 
relieve the peasant to any extent. 

The establishment of co-operative in.stitutions in evt»rv village with funds 
sujipliocl by the Government when it is not sufficiently advanced by the 
peasants themselves and issue of loans issut^ charged at a reasonable modc« 
rate interest and made repayable by easy iirstaiments CixLcnded t<» a period 
of not less than three years would, it ajipear, relieve the peasant proprietor 
greatly of his embarrassment. 

2. There is no difficulty in these parts in the matter of marketing the 
produce. In most cases, the capitalists who generally ic^side in the market 
towns and who have advanc*ed loans on the standing crops, see to it that 
the produce is brought to them for sale. It is also necessary to note that 
by sucxe.ssrtve failure of monsoons, there is little produce available for 
^marketing since the harvestcxl producer is retained for consumption for the 
year. This method whereby the prodiu'e is taken away by the creditor leaves 
the piXKluc^r at his (crcxlitor’s) mercy both in respect of price and balance 
Oivaitable after the creditor is paid. 

If e^perative aid can i*elicve the peasant during all the stages of 
production, co-operative effort at marketing will be very lieneficial to the 
{leasant. 

3. The value of land per aci*e could not be definitely stated. It depends 
on irrigation facilities and of means to tank and river channels. Wetlands 
would fetch a price between Rs. 800 and Rs. 1,500 according to the amount 
of water available for irrigation during the year. In cases of punja lands 
that also depends on the richness of the soil and may fetch a price of Rs. 300 
to 1^, 700 per acre. 
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The above valuation would be tbe priee of land in private notJtotiaiion, 
Of course, even this value would vary wtUiin limits a 'I'ordinp: to the demond 
or acoordins to the necessity of the sale of the land. In cou ‘t auctions, the 
value would appreciably diminish and might fetch between ItO to 50 |>er 
cent of the value statinl above. Tim decree-holder largely IsHHune^ the 
auction-purchaser and he sets off the decree debt towarck the sale pnw. 
The decree debt would generally he one-third or half of the value of the land 
brought to sale in i^tirt auction. 

In Revenue sales the lands are sold as it were for just almve the arreai's 
due and for which they are brought to sale. Tt would l>e dangemus to fix 
the value of the land according what it fetches at revenue or rent sales. 
The piirehasor at the revenue sale is at least 70 to 50 per f*ont gainer in 
the transaction. 

4. Tliere is no legal iini>e<liinent for mortgage of lands in these parts. 
As a matter of fact about 75 per cent of the lands woultl lie found to lie 
enciindiereil under one form of mortgage or other. 

The estahlishmont of land mortgage hanks would certainly help the needy 
landlord and prevent private alienations to a very great extent. There is 
also the advantage of the lan<1 not passing out of his hands if he is honest 
and eeonomie. 

5. The ascertainment of the indebtedness is not as difficult as it apjiears. 
The village officers may easily he trusted to know mostly about the axsi'ts 
and liabilities of the villagers. 

Secured debts may easily be asc-erlained at the offics^s of regisiraiion. 

The debts covered iiinlcr 5 (#> excepting in the case of mortgage of 
houses may be about \ of tin* number of mortgages of other immovahbs 
properties. 

Debts are largely contra<te<l at siibsequeni stages f<»r discharging prior 
debts. They ar^ originally contracted largely for expenses for marriage and 
other social occasions and nextiy for agricultural purposcK — such as digging 
wells, etc. 

The debts are largely due to the money-lender of the locality, the neigh- 
bouring money-lenders and to co-operative banks in the order of priority. 

The rates of interest may be aiiytliiiig lietween 12 and 30 ]>ev c^nt in 
the case of individual inoney-b*ndcrs and less than 12 per cent in» the case 
of co-operative banks. 

The payments are generally enforced ill rough courts. There are also 
eases where the interest for the first year is withheld from the prineipal ifhd 
the httlanee paid. 

Tt is the tragedy of the agricultural o|M*rationK in the land that efficient 
farniei*s are turne<i into tenants and through the cnloi’ccmeTii of old delits 
the once efficient fanner be<‘oiiu*s landless and not nnoften immigrate and 
emigrate. That is w'hy. labour in village parts becomes gradually rare and 
the rank of the agriculturists getA thiniuKl annually. Tt is only natural that 
agriculture becomes most unattractive and dull apathy sets in with dire 
oonse<|uenc*es which tiattire and season also seem to a<*eelerat<» in these parfa. 

0. Ro far as sutsidiary industries are concerned, rice-milling takes the 
first place; garden produce and hand-spinning are the only other occu- 
pations hot they take a second place to rice-milling. 

For the other sulwidiary industries, generally the enterprise is wanting, 
Nextiy capita] is not available, and lastly the initial failure clofw^ down the 
enterprise for ever. 

Government can best help by lending capital and trained men to work 
the industries at least till they take root and then leave it to private 
agencies. 

The ^ly entei^irise ^ich can absorb the leisure months of the agri- 
culturist ts spinning and weaving. The Indian woman of the agriculturM 
classes apears to hare a special aptitude to spinning and weaving i$ easily 
done by the men. 

Government lending initial caniial and raw materials to these men andi 
buying yarn or the twistefl product at fixed centres all over the tpealt^ 
appears to be a practicable machinery for ^nancing ibii enter^riia, ' 



«82 


11. ‘ — Indig enou* hanking. 

The eotntnon forms of banking inutHutions in these parts are the co- 
operative banks and the nidhis. For the most part their functions are to 
receive deposits, enrol sliarcholders and lend out money for shareholdera 
only or to strangers only on i>ersonal or property security. 

2, 3 and 7. The indigenous hanks or bankers directly advance agriculture 
as money lent may be used for agri<‘uliura1 purposes also by the debtors. 
Tlie interest charged hy these indigenous banks and bankers is greater than 
the other kind of banks. Hence there is always slight prejudice against 
^ these institutions and nien hut the nee^dy peasant has no option. 

10. Generally enough funds appear to }>e available for distribution at 
these institutions. 

After all some time elapses between the time of application for the loans 
and its grant and by that time funds are managed. The refusal is generally 
for insufficient security and rarely for want of funds. Tt is also possible 
that to refuse a loan, the excuse of insufficiency of security is put f<irth. 

11. Tt is desirable to co-ordinate th€^ indigenous institutions, since other- 
wise their services are limited to the extent of the funds at their disposal 
and also a sy.stem of unhealthy competition could set in between rival insti- 
tutions with grave risks attendant on such rivalry. Tliere is everything 
to be said in favour of co-ordinating the activities of these institutions by 
some such hank as stated in question 11. 

Co-ordination is also likely to stead.y and increase the credit of the insti- 
« tntions which in turn will attract deposits. 

III. — I^vrtdmrnt hnhit and af trad ton of capital. 

1. The nidhis and co-operative banks formulate scbomes which foster the 
saving habit. Tn the case of these institutions there is also the fear of a 

^rash which prevents deposits and consequent failiiie to make use of those 
schemes. 

The habit of the people in inve.sting the .savings in gold and silver is 
noi a thing of the ?)ast. Tt prevails very lai^ely in the rich and middle 
j^^iplasses of people. Gold and silver Absorl)ed in making jewels may bo 
’ Utilised by placing their value at the disposal of the hanks as fixed deposits 
or on current accounts. 

Tt is to ho noted in this connection that it is a very small percentage 
of the population that at all can save anything. The rest carr>^ on a dreary 
hft«id-to-month existence. Such little savings of theirs get spent for 
marriages or on social occasions. 

2. Postal savings hanks command more prestige and credit Uian all the 
other indigenous hanking institutions and the co-operative hanks. Hence 
they are popular so far as deposits go. The ordinary depositor Vireathes 
move freely with his deposits therein than in the other institutions tliat 
invito deposit. 

Tt is only the intelligentia that generally make use of the (postal) savings 
hank. The rule for payment of money once a wwk now obtaining should 
)>e amended ns for paying money twice a week in the post office, 

3. Merchants who obtain monev hy sale of produce again invest them 
in hnving produce and increase their resources. They know better than 
keep it idle in their hands. 

5, Tt is true that hanking and investing habit is of slow growth. Tlie 
rnijse is primarily absence of savings in a population that is largely poverty- 
stricken. nay, even famine-sticken. There is little to save and less 
invM. Nextiy. it is difficult to persuade the .^eonle to invest when the 
fear of losing it is looming largely in their minds. There is reason for this 
apprehension also. 

Thirdly banking institutions are new to the people and it takes time to 
educate the people about their usefulness. Tn a land where illiteracv is 
appalling, it is needless to be surprised at the slow growth of banking 
institutions which require an amount of intelligent co-operative atmosphere. 

Education and more education and Government taking inerei^ed interest 
in agriculture, co-otjeration and industry are the only panacea which wonld 
rem^y this as well as other co-o^inate ills and usher the dawn of an era 
of co-operative and corporate activity. 
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7 . — Agricultural credit imd credit fueilities fot email induetriee. 

1. 11i« life of the agrioalturist, whether of a largo or small holding, it 
not generally prosj^erous. It is one of heavy indebtedness. 

(a) For expenses during cultivation he borrows in the hope of repaying 
it out of the hoped for yield which very often disappoints him on account 
of the failure of monsoons, the result being, by the next harvest season his 
debt accumulates to an amount which he is quite unable to pay without 
disposing of a portion of the land itself ultimately unless monsoons favour 
him again. 

(b) For capital and permanent improvements loans are obtained either 
from money-lenders or from co-operative societies if any either on personal 
security or on the security of the land. 

(c) For other special needs or for paying kists also loans are raised 
as stat^ in (b). 

The rates of interest charged by private money-lenders vary from 
to 36 per cent the higher rate generally operating in cases of default. Time 
for payment varies from 2 to 3 years in the case of simple bonds, 2 to 5 years 
in the case of land mortgages and in the case of promissory notes there is 
generally an oral understanding to repay the loan within a year or two. 

In the case of mortgage of standing crops the term is very short and there^ 
IS a chance of 8|>eedy realieation provided the onop does not suffer on 
account of drought. Sugarcane, turmerio and groundnut are brou|^t uader 
this. The rate of interest prevailing in oo-operative societies is less than^ 
12 per cent but the loan has to be raised in the village societies on tte ^ 
security of land which is very often sacrihcod on account of failure of crops 
and the consequent inability of the borrower to repay the loan in spite of 
the low rate of interest. 

The agrionlturists in our district generally depend upon the private 
money-lenders or the rural co-operative societies wherever they exist lor 
obtaining the neoessa^ funds. The other lending institutions do not play 
any appreciable part in onr areas. 

1 am not able to give an estimate of the total amount of capital required 
for my district for want of the necessary statistics. 

The main disability under which the agriculturists are labouring is the 
uncertainty of the monsoons and the consequent failure of crops very often 
and want of facilities for irrigation and storage of even the little rain-water 
for purposes of agriculture, especially in our district. Industrial condi- 
tions are gradually taking the place of agricultural conditions and are fast 
draining away the agricultural population from the villages to the nearest 
towns-’ a state of thinp highly deplorable and much to be apprehended and 
guarded against. This stale of thin^ if not remedied by introducing 
effective mean.s of water-supply and irrigation at an early staM is sure ie 
ruin the little activity that exists for ^e production of foocUgraias and 
fodder for cattle. Many villagers have also emigrated to foreign countries 
owing to failnre of agriculture. 

Ihere is no co-ordinat*^ among the credit agencies as matters stand 
at present. Multiplication agricultural co-operative seoieiies, kmg-temi 
leans repayable in small instalnumts, Oovemment aid for capital for such 
loans whenever necessary and a low rate ef interest may help the suffering 
peasant a good deal. 

2. As regards marireting of agricultural produce no serieut diftculW is 
feli* There are hnshiess centres very close to one another and tkm faeflmes 
of transport, railways and roads afford easy access to mashel^ BeiihM 
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t1i» Mmtt ot the oapitaliet in the town go about bargaining in the villagee 
and the ryot who is not indebted to any capitalist by way of mortgage of 
crops or mere advances taken on the promise of repaying by next harvest, 
is free to have the full market value for his yield. But su^ a ryot is 
generally rare In villages for the reasons already stated. 

Oo-operative efforts to help the peasant with money during the cultivation 
season must be made and popularised to avoid starvation for the producer. 
Even for marketing co-operation will render immense help. 


3. In onr district the average value of an acre of wet land having 
sources of irrigation such as a tank or river channel may be estimated 
between Rs. 500 and Bs. 750. In certain important villages where there are 
both the facilities the average value even comes to Rs. 1,000 per acre and a 
little more. 


Dry landi which are now largely used for growing' groundnuts and 
cholam in recent years are valued at Ba. 100 to 150 per acre generally. 
Dry lands ere sometimes cultivated with garden crops, vegetables, fruits, 
etc., with the help of well irrigation and the value of these per acre 
may be put between Rs. 200 and Rs. 400. 

Tike above values may he taken as prevailing in the case of private 
negc^iations. 

(a) The land in Government auction for arrears of land revenue is 
very often knocked down to a very low price — the best and the most valuable 
lands are sometimes sold away for a nominal price — of tens and fifteens. 

(h) The lands sold in execution of decrees of courts are in a more 
favourable condition than those subject to revenue sales ; hut even in this 
oaae the price fetched is often much less than that got by private negotiation, 
perhaps 33 per oent less. 

(c) The value of the lands in private negotiation has been already 

unsweiM, 

4. There is no legal impediment to mortgage of land and agricultural 
holdings in this province. Lands are very often subject to mortgages of 
some form or other and very often lost ultimately to the owner owing to 
the reasons already stated. Long-term loans on mortgages and the intro- 
dnction of land mortgage banks on a large scale will highly help the peasants. 

5. The village economic statistics and an idea of its credit can he obtained 
from the figures available in rural co-operative credit societies and the 
registration offices of the taluks. 

In many oases cattle and standing crops are pledged for taking loans by 
agriculturists. 

Many of the purposes mentioned in (a), (b), (ef), (c) and (h) are common 
in the matter of taking loans in villages. The private money-lender was a 
pix>minmiit figure till the co-operative societies acquired popularity. Now 
Aat co-operative activities are progressing the private money-lender is 
gradually going to the background unless he is also prepared to afford 
similar facilities to the borrower. 

The rates of interest are decidedly high with private money-lenders 
• ranging from 12 to 24 per cent whether on security of immovable property 
or on personal suretyship. Sometimes advance interest is also deducted 
from principal and instalment payments agreed upon. The payments 
are gene^ly enforced through courts. 

Aj the agriculturist is running deep into deb'ts which he is unable to 
pay^he lapd is lost 'to the owner and the capitalist becomes the landlord 
and the debtor his t^ant— a rdationship which is not at all conducive to the 
growth of a healthy agricultural condition, especially when the tenant has 
no inoentive eitlier to Mck to the land or improve its production of which 
he is not the entire owner. The landlord who is the capitalist on the other 
hand has no inoentive to improve the land or make it yield more on Moeoat 
of the imoertainty of the monsoons and hopes to thrive more by lending out 
his money to inteioat than hel]> the poor tenant to increase his production by 
creating greater iri^ation facilities. 



6. 1^ far as subsidiary mdustrius are concerned » rtco4Uill8| grottndnui 
factories, cottou-g inning, garden produce such as mangoes, grapes, orangoei 
production of jaggery by oouniry methods, dhalt-splitting, flottr«miUuai4» 
Hand-spinning and oil-pressing ai-e found in several places. 

Agriculturists must be pi-ovided with facilities for marketing their 
garden crops — perishables — as quickly as possible so as to realise the proper 
price for their fruits or vegetables without being left at the mercy of 
wholesale fruit dealers. 

Government may helx> the ugrkulturists in this direction by lending money 
uud expert help to start industries to work ujj their garden produce into 
some educes which could be bottled up and preserved and ohei'ed for sale 
to foreign countries to their best advantage and at the best seasons. 

The coinmou uacl po{)ulur industries for the spare houi*s of the agricul- 
turists ui*e spiimmg and weaving which will not require much capital pro- 
vided in the early stages at least it is not affected by competition of 
luachine-inade cloths. 

Co-operative production and distribution and timely help by Govorrimeni 
with capital if necessary may improve the c^oiidition to a great extont. 

(J. (a) lottery, metallurgy', carpet-making, straw plaiting are going on 
in some quarters but they are mostly hunclmado anti require considerable 
help in the matter oi capiial and inMcliine. 

7. There are two institutions, vix., co-operative banks and joint stock com- 
puiiies called nidliis which subscribe share capital, receive deposits, advance 
Joans on stxurities of various kinds. There does not ax>pear to bo much, 
competition between these two kinds t>l bunks as members of the ono are 
also members of tlie oilier uud are therefore interested in the welfare aild 
[»opuiarity ol lK)th. lint co-ojierutive societies stand on a better footing and 
enjoy a greutet degree ul popularity and usefulness, lienee every attempt 
siiould be made to helj) the gniwth of co-operative societies by allowing 
concessions ot every kind. 


//. — indigenous banking, 

j. The indigenous banking is carried on in those parts by private money* 
lendci's who lend out money lor interest on the security of movables such as 
jewels, etc., and also on immovable i>roperty. There are also private nidhis 
on the joint stock juiuciples which receive deposits, take in shareholders 
and advance Joans to shureholdei-s only on proper security. 

The private bunkers are Nattukottai Chettis in many jiluces. 

2. These indigenous bunkers are nut of any help to the agriculturists. 
They are concentrating their activities mostly in the industrial and business 
world where immediate profit is obtained for moneys lent without waiting 
for a term of years or doubtful returns. They may be useful for traders 
only and not for industries or agriculture. 

4. Most of the indigenous bankers advance loams on promissory-notes 
lejiayable by monthly instalments, the interest for a few months being 
dcKlucted out of the principal in advance. The terms aro sometimes very 
hard and iJix>hibitive. Small employees on monthly salaries are very often 
caught in their meshes. Thanks to the co-operative societies for the useful 
work they do in checking the vagaries of such money-lenders. But the oo- 
oj>erative societies cannot l>e of much help to those who aro not having a 
stationary life in any particular i>lace so as to be attached to any society. 

5. The indigenous bankers supplement their own capital by borrowing 
from co-operative and joint stock banks at a favourable rate of interest and 
lend out these sums to small Imrrowers at a higli rate of interest and on 
their own terms—a practice which ought to be discouraged and condemned 
as quickly and as thorougjiiy as possible. The rate of interest charged is also 
sotnetimes twice as much. 

A reduction of thus rate of interest and the discouraging of the above 
practice will help tbe agriculturists a great deal; but side by side there 
must be facilities for borrowing at short notice and at a low rata of interiMlt 
so that agriculturists may not be forced to wait for the loans appBed 
for until the season and the necessity are over. 



7. In the cmo indigenous prirate bankera rer^ often paynaenta made 
by debtoa are not carefully endorsed or Toodiera given ao tnat often iron* 
blea arise in the matter of repayments. Some safer method of protecting 
the interest of the honest debtors and also equal safeguards for the capitalist 
against false pleas of dishonest debtors will have to be devised in order to 
smoothmi the working of the indigenous private banking. 

JJI, — Investment habit and attraction of capitat, 

1. The post odioe savings bank, the co-operative societies and the nidhis 
are the well-known institutions for encouraging savings. Sonietinies some 
private merchants in busy towns having long-standing credit also attract 
the savings of some people by way of deposits for interest. But peupie are 
often afraid of the co-operative banks and nidhis as they are often subject 
to failure owing to disruption and inismanugejiieiit. in the case of post 
office savings banks there is greater security but very fe>^ people resort to 
the saving bank as the intei'cst offered is not attractive. Hence there is a 
tendency Tor persons having small savings also to advance moneys on security 
to the villagers for short terms to suit the convciiieiLce of both parties. 

Only the more enliglitened section of the public resort to the post office 
savings bank, and even this is found only in towns. 

The economic condition of the people at present is geneiaily so embar- 
rassing that it is not possifdo to think of savings and investment in banks. 
Many are unable to hiid hardly one meal a day. 

There does not appear to be in modern tiinCs a tendency to hoard money 
or to invest it on a large scale in silver and gold. There is on the other 
hand a feverish anxiety on the part of even the poor people to spend liberally 
on clothings and ajipoar neat and tidy rather than bedeck themselves with 
ornaments. 

2. Postal cash coi*tilicates acre once VK>pular but to make them more 
attractive more favourable terms should be offered. Savings banks in the 
post offices should be extended to almost all villages and facilities afforded 
for all people to attract savings. If necessary, the rate of interest may be 
raised. 

3. In the case of agriculturists most of them are poor and have very 
little left for them alter meeting the expenses of cultivation every year. 
The little savings^ if any^ generally go towards the improvement of the 
land itself to ensure better crops for the succeeding year. A few big patia- 
dars sometimes find some savings, etc., which ai'e lent to their neighbours on 
the security of lands. 

Merchants invest their savings in enlarging their business and some- 
times on lands and houses. They have very little temptation for lending for 
interest. 

The official section have hardly anything to save and the savings, if any, 
are spent away for the education of the children and for social expenditure — 
marriages, etc., which drain a good deal very often and even go the length 
of spending by borrowing at considerable risks — a pitiable state of things 

indent 

5. The banking and investment habit in India is in iny opinion of very 
slow growth. 

The causes are (1) poverty — very many lead only a hand-to-mouth exist- 
ence and are not able to save an^hing, (2) the philosophical mentality of 
the people i^enerall^ which does not concern itself much with the morrow, 
(3) want of industrial habits and lack of enterprising spirit and (4) absence 
of education on co-operative and allied lines. 

Vre^ and wide and useful education of the masses alone will l>e the best 
mefiaB of remedying most of the defects noted above. An unstinted help on 
tlibe pi^ of the Government will therefore be greatly needed. 
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/. — Agricultural credit and credit facilities far sauxU industries, 

1. It is a curse, i siiimld think, to ugriculturists that oven the higgesi 
iatidlordh tiiid it hard to meet the expenses of oultivatioii just at the time and 
have to depend upon othei*s. Their wants ai*e met by co-operative societies 
and private uioney-lenders on piecJge ol jeaels and oven other belongings 
for binali amounts. Hut in the luse oi growing of ex[)urt crops such as cotton 
and groundnuts the intending purchaser and the accustomed mercUaiit of 
the place advances sucii amount as is reasonable in his estimation for getting 
it back at the time of harvest with conditions that the whole ol the j)roduce 
should go to him as soon as iiarvested and at a rate pix>litably fixed h> him 
then and there. 

For all capital ex^iendiiure such us purcJiasc of additional lands and 
other porniancut improvements to them, co-operative societies do not fully 
help tlie agriculturist, but Government loan under the Land improvement 
Loans Act wdtb the revised rules may help him a great deal. Hut in the case 
of continued drought for two or threi* yeai'S none of the above iinaiiciers etnne 
to the help of the iKKir ryot, who is left to the mercy of the Gods and sells 
away his belongings one alter another. Hut in Guvernment loans the CXil- 
lector’s discretionary power to extend tlie time of repayment and also to 
suspend for the time the paying of the instalmont and the levy of penalties 
ought to bo more free and more felicitous. This would prevent many an 
unhappy and discoutenteil ryot from going out of his native place as inden- 
tured laboui'er to distant places. 

The rate of interest vanes with the amount borrowed and the nutuie of 
security offered and time. Interest from 74 to 9 per cent prevails on the mort- 
gage of land or property for long penod.s and fixiiu 12 to 16 per cent on the 
pledge of jewels, I'or shorter periods they charge more. There are the pawn- 
brokers even in small towns who develop clients in and around the surround- 
ing villages, who have no one principle either in the rate of interest they 
charge, the time limit they allow or the security they accept. As their 
lendings are small and freely advance<l they thrive well. To create a neces- 
sity for the speedy opening of joint stock banks and indigenous banks the 
Government must prohibit by law at least such of the jiaw n-brokers as deal 
in discounts, deal on the credulity oi uneducated villagers and in places 
where only agriculture is the main occupation and no industry exists. Hut 
I think there will not ite any shedding of tears anywhere l>y anybody if 
this bad and ruinous method of Marwari iinancing is entirely put a stop to. 

To utilize the benehts oi the co-operative society to the fullest extent 
the head or apex bank must be prepared to advance long-term loans and 
the secretaries and panchayat members should be taught all the methods of 
banking and trained to properly guage the situation ahead and be pre- 
pared to meet it with novel proposals of financing them from their own 
society. If each local society is able to estimate its capital required to meet 
the demands for ever or for each year then a financial survey of a taluk or 
district can be easily got and such a kind of survey will be useful in so 
many w'ays if undertaken by Government. 

In this district jaggery, groundnuts and paddy are the principal crops 
that require marketing outside the sphere of their production. Puls^, 
cereals and tobacco are brought to the centre of export and import trading 
placo of the district for sale. Here there are a number of C'ommission houses 
t^at have credits and overdrafts with the Imperial Bank’s local branch and 
with the two indigenous banks that work there. » Tlie produce of the agri- 
ctiltnrist is tabsn there for storage to be sold later on when the prioes of 
the same are at the highest in the seasons, w^hen wholesale meronants gp 
there from far off places. Meanwhile the agriculturist gets an advance from 
the commission house at a reasonable rate of interest, which amotmt has to 
he deducted from sale-proceeds of the produce afterwards. Ihe hmse 
|jetg m decent oomnussian of U cent. 



A oo-oj[>erative prodiico and loan society, if atartod in the principal place 
of cointtierco of the dustriet, with ita niombera comprising the producers of 
several crops of the district from every corner of the district and if it takes 
up the functions of the cominibsioti houi»es above referred to with large 
facilities of long-term advaiieea from the ai>ex bank will be found highly use- 
ful and will work well unlike the one at present disf auctioning at Tiruppattur 
in our district. 

To an agriculturist the use of negotiable instruments is a rarity and is 
not in daily use. Kxcex)t cash huiidis for advances made which are in the 
form of x>roniib»ory notcb, all others are lu the form of a letter authorising 
one firm to pay on such a date the amount to the party mentioned therein 
and debit same to the account of the drawee. Such hundts are not dis- 
counted by others ul the locality unless the drawee is near by. 

d. Lands on which paddy and sugarcane grow are valued high. Those 
that aik>w' of ail kinds of pulses^ grams and groundnut and ragi are valued 
less. The former have iiiigation facilities Iroiii river chujinels, tanks and 
aiiicutSf while the latter have none ol the above but are rain-fed or wxdl-fed. 
d'lie unicut system fed lands are generally priced at Ks. 1,(XKJ an acre, while 
the same rate is in vogue for ciianiiel-led lands in the villages where the 
maintenance of such channels is carefully undertaken by the villagers. 
Lands under tanks also difier in x>ri<'es according to the extent of the sources 
of supply and the xjossibilities ot getting Idled lor the first rain. These are 
priced at nearly Ks. 8<X) an acre. Dry lands vary in x>rices according to the 
X^roximity of thickly x><^pulated villages and nearness to an industrial plsice 
where the labourers of the industry are mostly cultivators. Well-iiloughed 
red-soil dry lands are i>riced at lis. 100 an acre, while all others are valued 
between Its. 20 to Its. (iO. Garden lands are priced in the same inaiinor. 

There was no occasion in my district for the auctioning of lands for 
iiun-x>ayinent of kist by Government to any great extent as there was not 
the non-co-oxieratiun or no-tax cainx>uign. la cases of small bit sales due 
to the alKivo cause the current rate of value in vogue in the village x>revaiied 
making n(» difference between a Goveriunent auction and private sale. 
Of course it goes witliout saying that Government auction and court auction 
laud^ arc ^ disc'ount unless there is keen comx>etitioii among the 

bidders due to any x><^i‘«unal animosity. 

4. A land mortgage bank was .started at Sliolinghur in my district which 
1 understand is not x>i‘ui)erJy working due to want of sufficient funds. It is 
jiiaintainod by the depfisits of members and few^ non-members, it has 
not been lielx>ed by either the co-ox>erative bank or Government. By the 
recent establishment of a c-entral land mortgage bank to help these district 
banks, 1 think a way has been found to fully work it out. There is no 
question about the existence of the want for a bunk on sucli lines for the 
raising of large aiiu>uiits fur long terms at a low interest among big landlords 
and petty zamindars who otherwise ruin themselves involving their estates. 
Government help is essential in liiiaiicing these banks and supervising them. 
When peoxde get to know tliat an institution like tliis is worked prox>erly 
under the control of Goveinment and on a co-operative basis then they will 
come w^ith deiKwits. There has been evidence of decidcnl improvement in the 
mentality of deiiositors since the advent and proper working of the co- 
operative banks and we see i>eox)ie investing largely in co-operative banks. 

5, Any new machinery einxiloyed to get done a x^roxjer and accurate survey 
of the indebtedness of the agricultural classes . otherwise than through the 
establishment of small credit co-operative societies, would involve a heavy 
expenditure disproi>ortionate to the service rendered. For the present# in- 
formation may be taken from the Administration Report of the District 
Co-operative Department, if a society is started in every village and worked 
for tw^ yoars it can furnish in accurate detail the indebtedness of ev^y 
indivi^ai there and also estimate the capital required to finance it, 

111 my opinion no cultivator is ruined due to his marriage and social 
expenses, or payment of land revenue, or purchase of seeds, implements, 
or making improvements to his land, or for expenses of education of his 
children, as he is generally very cabulative and does not enjoy amenities 
of life beyond his means. But he gets into trouble due to famine, perveiv 
sities of nature, failure of monsoon, and death of his cattle due to epi- 
and runs into debt. If it is contrived in a ooH>perative sootel^ he |pete 
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tvlief soon; in any othar oaae lie beoomes an nndiadiarf||ed debtor due to 
a hin^ rate of intereet imposed and the periodical addiuon of interest to 
principal making it compound. 

True, very stringent tneasures are taken by profits ional money-lenders 
for the payment of the debt, yet nowadays no cultivator is so credulous 
as to pass off hLs lauds into the hands of the creditor for any value less than 
what it could be sold reasonably for. But there may be exceptions (very rare) 
to prove the rule and in such canes the incentive to produce moi'c and in 
an efficient manner is much less. 

6. Cotton-ginneries, sericulture and tohactH) curing may supplement the 
resources of the cultivator in off seasons in certain districts. But for all 
the cultivatoi*s in the province where there is no such industry supplemen- 
tal to agriculture, I would suggest hand-spinning and weaving as the Viest. 
I further think that match-making and boedi-inaking nmy l>e equally tried 
with profit as cottage industries. 

I can think of no other nmehinerv ti^ finaiuH^ such schemes than Govern- 
ment. It must advance loans under the Aid to Industries Act and form a 
co-operative society to supervise them and work them piT^fitahly. 

7. There does not seem to he any relation between the co-oi)eriitive hanks 
and other banks except that the transactions of the district central hank 
and the Madras Central Bank arc made through the branch of the Impel iai 
Bank. 

Free transmission of co-operative money through postal money orders 
between bank and hank and general exemption from payrneiii of income-tax 
to all co-operativf* smietics may stimulate the growth of <‘ 0 -operative 
iuatitutionc. 
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Wtitten eyideilee of MJLRy. S. BBABMALUrOA iruDAUrAH 
Ayargal, B.A^ Pleader, Sholioghur. 


L--' Agricultural credit and credit facilities for small industries, 

1. (a) To meet the expense#! of cultivation agriculturists in these parts 
contract debts on promissory notes promising to repay at the time of 
harvest. But in the majority of cases, the ryots are unable to repay 
the same and in c^onsequeiioe they arc^ overburdened with interest which 
ultimately entails in the loss of their other properties, if any. To avoid 
this I may suggest that the Co-operative Department may provide facilities 
for giving short-tenn loans extending for a period below six months at a 
fairly low interest. 

(c) During the failure of monsoons the ryots are generally obliged to 
sell their jewels or incur loans on the security of their immovable pro- 
perties at the usual rate of 1 per cent per mensem in order to pay the 
land assessment. 

In these parts the minimum rate of interest is 1 per cent per 
mensem. T#oans are given mostly on the security of immovable proper- 
ties. There are also cases in which loans are given on pro-notes. But 
that depends much on the status and the capacity of the debtor to repay 
it promptly. There are also bankers who give loans on bills of exchange 
at an exorbitant rate of interest. 

The ryots cannot hare any dealings with that ola-ss of bankers. 

As far as my little experience extends I am unable to see any help 
that is rendered to the agriculturists by the banks, mentioned. 
The agriculturists ftH?! that none of the banks help them as their rate 
of interest is usually much higher than what ^hey can afford to pay. 

The land mortgage bank that was started in this place (Sholinghur> some 
two years ago may do some good to the landowners but in addition to 
that if facilities are provided for giving short-term loans at a low interest, 
that will immensely relieve the hardship of the ryots. 

2. Paddy at measures per rupee. 

Ragi at measures per rupee. 

Kambu at 4i measures per rupee. 

Ordinarily during the time of scarcity of rain, ryots depend to a 
great extent on the mercy of the merchants. \nv ajrangement, such 
as opening depots in commercial centres to sell grain and other provisions 
would l>e beneficial to the ryots. 

Merchants and traders living in these parts c'annof but lake heavy 
loans from bankers for short period.s at a very righ rate of interest 
for their capital during the season. 

3. Tn Sholinghur the wet land under the tank costs Rs. 2,500 per acre. 
There are also lands whose worth range from Rs. 1,000 to Rs. 2,500. Diy 
lands are wort.h Rs. 100 to Rs. 300 per acre. Failure of monsoon for a 
confinuo\js period of some years indeed affects the valuation of properties. 

Generally when lands are sold for arrears of Government revenue they 
do not^^fetch the same price as in a private sale. 

Tn oodrt sales also the lands are sold at a much cheaper rate, sometimes 
even for 25 per cent of the real price. 

4. There is a land mortgage bank started in Sholinghur al>out two 
years ago. Loans to the extent of Rs. 6,000 have l»een given till now by 
this bank. The difficulty in the working of the hank is that people can- 
iiot get money whenever ^ they require. Loans are not given for some 
months after application is made. If this hank is made to work better 
people may derive much benefit out of it. 
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It is desirable that for the capital of the land mortgage bank there 
must be all tlie three kinds of resources, and the Goiromment should he 
responsible for the debentures issued by the bank. 

o. (a) 111 Sliolinghur loans on registered mortgage deeds have boon 

taken by the agriciiiturists to tho extent of 4 to 5 lakhs of riipoes. 

(r) On the pledge of jewels ihei'e may he ileatiiigs for not less than a 
lakh of rupees. 

Trade i*s and other big landlords advance the alxivesaid inoiu\vR. 

Generally interest is chargcnl at 3 pies per rup*^ on the pltHlge of 
jewels and in other cases not less than 1 per cent per inenseni. 

Vos. 

Tho cultivating tenant may not have the same enthusiasm. 

6. If ice }>ou]i<ling and weaving are some of the handicrafts in these 
parts. 
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Written eridenee of P. AKAJETTHACHABITAB Avnrgal, 

B.A«, Preeidenty Town Bank, Banipet. 


1, — Agricultural credit and credit facilitie$ for imall indusiriet. 

1. The poor ryots of the district borrow large sunis of money at a high 
rate of interest from money donders and bankers. Tho rate ranges Irom 
9 to 30 per <^nt. Some poor people who cannot conimnud credit in the 
money market do not borrow at all, but cultivate tlicir lands and pay tlu’t 
assessment to Government with much difficulty by Qiortgaging their 
property. Those that have no projjerty even to mortgage and those that 
have little property and are unwilling to go in for loans find it very 
difficult to meet tlie expenses for purposes referred to in clauses (o), (b) d: 
(c) of the first question. The latter class of persons thus have no chance 
of reaping the b^t harvest out of their lands. 

Some money-lenders withhold a portion of the amount they advance ns 
loan for interest for the loan and pay only the balant-e to the iK'irover. 
The borrower has to pay interest monthly, quarterly or annually. In 
some cases the lender demands another surety also. Some borro\v(‘rs are 
unable to find out sureties to oblige them. Some willing sureties demand 
a portion of the amount Imrrow^ed for themselves with t)r without a pio- 
inise to repay that amount. This course of conduct cv'entually ends in a 
dispute between the principal debtor and surety. 

Some money-lenders lend money with an agreoinent that the money 
lent shall be a first cliarge on the prcKlnce on the l.'in<l. The lender 
himself or his man w'atches the harvest and carries away all the prmluce 
for the discharge of his debt, leaving nothing to the borrower, wdio then 
cries aloud and continues to .suffer from poverty. The same state of 
affairs is repeated in the succeeding year also. Thus, there is no salva- 
tion to the poor cmltivator. Rome lenders are not satisfied with the 
pledge of the growing crop as it is unc'ertain hut take a pledge of other 
properties, such as, jewels, etc. 

The Imperial Bank of India, etc., referred to in the question do not, I 
think, lielp the poor cultivator in the matter of effwtive cultivation of 
his lands. It may lie said that the co-operative societies do help a little 
in this matter, Some borrow^ers take money from the co-operative sfK'ieties 
solely for purposes of cultivation. There are many who borrow’ for other 
purposes. I think co-operative societies must ho cst jf)tishcxl to help the 
poor ryot in the matter of oultivation of his lands only. Small sums or 
big sums consistent with the extent of the land owmed hy the f uHivatoi 
must he lent to him with a condition to repay them at the time of 
harvest. A charge on the pioduce for the money lent may l>e created 
by the agreement between the borrower and the co-operative society. In 
other words, the society must l>e purely an agricultural one: Merchants 
*who deal in manures do not help in the matter of cultivation of lands. They 
simply sell manure for cash paid to them. 

The hanks, co-operative societieB, etc., must be authorized to lend money 
to the poor ryot for the purchase of seeds, manure, etc., in the sowing 
season with a stipulation that the money lent shall he another charge on 
the land next to assessment. The Government is kind enough to lend sums 
of money to the suffering ryot for the permanent purpose of sinking wells 
or for the purpose of purchasing cattle, etc., and it recovers the amount in 
several instalments extending over a long period, Wlty not there he an Act 
for the purpose of lending money to the needy ryots in the s.iwing season 
for the purchase of manure, seeds, etc., with a condition of repa^unent at the 
next harvest along with the amount? Tlie fairness of the season and other 
ciroumstanoes must be taken into account at the time of lending. If the 
reason is gloomy and there be no rain the ryot dotis not require seed or 
manure and there is no necessity for the loan therefore. 

The existing co-operative societies are not of much help to the cultivating 
rvot, because the members borrow farae sums of money for purposes other 
than cultivation, in most oases, and some of the persons charged with? the 
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loftiiagement of Auch aocioiiee are not educated and carry on the work with 
n deal of recklamne^ and Neliinh <'onaideratioiis.' I know of aotiie 

aoeietiea whose borrowers are t>niy the close relations of the Secretary or 
President. Pe^iple have to l>e educatiHl and et>-oj>ora1 ion will l)ec»>iiie a 
porfecttou only thereafter. Tho c'o-opeiative stH‘ietu>s, at IcuHt thnne in 
TtSages^ must bo purely agricultural swicictios to lead amall sunui of luotiey 
to the cultivator in the sowing season to uio<*t adt^iuaiidy hin agnoultura! 
wants of the year. What is l>orrowod must be made re[>ayuble at the ensuing 
harvest. In this connection 1 may even state that the agrieulturul ni- 
operative society and the Government must work hand in hand. 

3. The value of the lauds in the several parts of the district is not uniform, 
Tn some places dry lands in which dry crops are sown are valuable. They 
are places where there are no a*ater facilities. Tn some plac'cs whei'<> there 
is abundant source ot water-supply the wet lauds aix' iiioi'c valuable and the 
drj’ lands in such plac^es are sold at a very low rate. Tii some parts the soil 
is rich, hut there is no w'atei'. Where tho soil is rich, theie aw^ not jieople to 
w’ork. Where there is abundant supply of water, the sell is very poor. The 
value ot lands therefore depends upon these circnrnstaiU‘c*s. 

Tn villages which are adja<‘cnt to urban areas lalioiir is very csistly and 
the lands in such places liave not much value. Tn some cases laiuls in the 
hands of the working classes yield more, because they tbcMiiscIvi's do the 
work, whereas lands in the hands of non-wwking classes yield less, because^ 
they have to pay for the labour. Tho outturn from lands therefoni is 
dependent upon a number of causes, and et^nsequently the value o1 lands 
is not uniform througlmui. Wet and dry lands have (Hpial value in some 
parts ot the district. They range from lie. 1 per cent to lls. 12 per (smt. 
Bometimes easy aceeasibility to the villages wdieitnu tho lands are situate is 
one of tho factors that go to a<ld to tho value of lands. There are some 
villages which ai-o far away from the railway line and people are not willing 
to go in for such lands, and consequently such lands in spiU* of the richness 
of the soil and water facilities do not attract buyers. The buyer considoi's 
the commercial aspect of the transaction also. TTe does no< wnnl to pur- 
chase a land wdiose yield cannot Ik» sold in the nearest market. 

Whatever might be the actual value of the land, d does not fotib a 
good price when it is sold by civil court in execution of decn^es against pnvalt' 
individuals for the simple reason that there is no warranty of title in court 
sales. That is to say, the (ourt only sells the right, title and interest oi the 
judgment-debtor, if any, and it may ho turn out that the judgment-debtor 
has no interest in the property sold. But this is not s<» in all ciises In 
ca.ses in which the title is good, bidders come forward and compete for the 
purchase. Many people do not go to courts for the purchaw of land in 
eoui’t sales, bec*ause they do not wdsh to land themselves in litigation. When 
the purdiaser proceeds to take possession of the land purchased by him in 
murt sale ho is obstruct/ed by third parties who profess to claim interest 
in the land. Tn spite of all this the civil court does its best and sees that 
the largest price is procure<l for the benefit of tho judgment-debf/or. Some 
take the risk and purchase and some do not. The price that is got in court 
sales is not therefore indicative of its real value. 

The same may he said of revenue sales also. The defaulter creates n 
number of encumbrances over the property and w^hen ho thinks that the 
corpus, namely, the land, is lent to him, he commits default in the payment 
of the revenue and allow's the property to he sold for arrears of revenue. In 
the matter of revenue sales also the revenue authorities do not giiarantew* 
th^ title to the purchaser and in consequence the land is sold for n very 
small value. There is also the danger of the owmer coining forw^ard and 
objecting to the sale on the ground that the proc*edure prescribed by the 
Act was not followed and that the sale is therefore irregular. When good 
lands are sold for a very small value the ow’ner seeks to set aside the sal© 

payment of the amount within the time presoril>ed by law to the Govern- 
ment and the purchaser. For these reasons therefore a revenue sale also 
does not fetch the real price of the land sold. 

Such is not the case with regard to private sales. Bales are effected and 
the purchasers are careful enough. They apply tn the Snh-Tlegigtrar and 
ftnd out the several encumbrances over the property, paying the required 



fee. The matter in placed before a imirver who scrutiniees the papers and 
hnds out if there is any defect in the title of the vendor. Tue prior 
title deeds are taken after cmreful examinatton. The vendor guarantees hie 
title to the property and in case of breach of warranty of title the law 
tirotects the purchaser and gives him relief. When sales are made under 
studi circumstances the vendor procures the best prit*e for the land that is 
sold by him. lu rc^veuue sales a iiotninal price is got. lu court sales at 
least ^ per i^ent of the actual value will )>e procured^ 

7. Tlmre is no real {^nnexion Ijetween the co-operative banks and other 
banks referred to in this question. But the surplus fun<^ of oo-oimratiye 
banks are generally deposited in the other banks referred to in this 
((Uestion. 

When the rural e^> 0 |>erative societies rec^uii-e money for lending to its 
ineni tiers the application by the said societies are generally made to the 
district co-operative central banks through the unions and it takes a very 
long time for the latter and the former to send the requisite amount to 
the societies. The result is, the needy memlier does not get the money 
in time to meet his emergency. The unions, so far as 1 know, serve no 
useful purpose in the matter. The district cxi-operative central bank can 
itself judge the blindness or otlierwise of the society that wants to borrow on 
weeing its own account books. ITnioiis simply prey upon the income of the 
societies. They do no useful work. Wo are unable to see what function it 
really dries in carrying out the co-operative bank’s business. The unions 
may lie aliolished and the societies may be placed under the direct control 
of the district (50-operative central banks. It may lie argued on platforms 
in theory that the c‘o-opmative branch mu.st be purely a democratic institu- 
tion, that Is to say, it must be purely a non-ofneial body. I do not think 
so. As T have said above, co-o(>eratioii will attain perfec*tion only if the 
inernbem attached to it are educated. Many societies are badly managed 
and they run into liquidation. Meinliers attached to co-oiierative societies 
do not repay punctually the borrowings, but commit defaults with the 
result that they show a large amount of liability. In order to put an end 
to all this, it is better therefore that there is Government control over the 
societies for some years at least till all people liecrome completely educated 
and realiise the responsibilities of co-operation. 

It will not be possible to say the amount that will be required for supply 
of funds to the co-oiieiative societies in the district. Everything would 
depend upon the proper management of the society and the education of 
its members. So far as 1 know there is no coiujietition between cni-oiierative 
banks and joint-stock banks iu the district. 


II, — Indigenous hanking. 

6, Cultivating I'yots have to pay interest to the private bankers at a 
very high rate. Sometimevs it is unctonceivable. Some lenders requii-e that 
the interest shall he paid in kind, which course works out a very high 
rate of interest. The interest ranges from 12 per cent to 30 per cent and 
in some cases it is even more. 

This system of demanding a high rate of interest must be put an end to 
only by legislation. In the case of moi-tgages of immoveable properties the 
rate of interest shall be 9 per cent only which is a vemy fair rate according 
to the opinion of some of the Judges of the High Court. In the case of pro- 
missory notes, simple bonds^ etc., the rate of interest shall be 12 per 
(‘ont. Transactions which stmulate a rate of interest almve this rate ahduld 
lie deekired invalid and unenforceable in law. It is only then that the culti- 
vating ryot will be saved a good deal of his troubles in the matter of effect- 
ive cultivation of lands and successful management of his domestic affairs. 
The existing Act which gives discretion to courts to cut down the excessive 
rate of interest is not enough and does not give the desired effect. That Act 
comes to the rescue of the borrower only if the matter is taken to a court 
of law and not otherwise. What I urge therefore is that a transaction 
which evidences a higher rate of interest Uian 9 per cent in the case of 
moHgages and 12 per cent in the case eff pro-notes and Wnds shall be 
deolaiod by law to 1^ wholly void and inoperative. 
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7. In this connexion it will not be out of plaoe for me to state that inf thl^ 
ease of illiteirate persons^ i.e.^ persons that are only marksmen, transaotioiia 
entered into by them shall be made compulsorily registrable. Even a pro- 
note that is executed by a niarksmun for a very ismail sum, say, Rs. 5, 
should be registered. There are some money-lenders who take the thumb im- 
pression of the executants who happen to be marksmen, but such impressions 
are not accurately taken and they still leave the matter in doubt when scruti- 
nized by law" courts. Documents executed by a marksman and not register^ 
should be declared void and no decree should lie passed by couvIh on such 
documents. The Sub-Hegistrar should examine the execmtant (marksman) 
'at the time of registration and satisfy himself that he, the executant, is 
aware of the nature and the terms of the transaction that he is entering into. 
This will check a good deal of fraud that is perpetrat^ upon marksmen. 
The registration fee in such cases shall be a very nominal one. As a lot 
of cases will come up for registration, the Government w'ill not be a loser 
thereby. 


180 



Written rrldenM of MJELRj. T. 8. VBNKATARAMA A7YAB 
Avargaly Booretar 7 , Coimbatore District Urban Bank, Ltd., 

Coimbatore. 


I, —-Agricultural credit ami credit facilities for small industries, 

1. (a), {h) d: (c) From f>roie.s.sional money-lenders. For advances gene- 
rally 12 per cent to .‘Ki per cent; where jewels or crops are pledged, the 
rates vary from 12 per cent to 24 i>er c<*nt; wheoe land is mortgaged, rates 
vary from 10 per cent to 24 per cent. 

No difference Initween short term and long term is made by the ordinary 
ryot. Once he l>orrows, the debt goes on accumulating. 

In some cases loans are taken on the understanding that repayments 
^'iJl be made in tlie shape ol harvested crops, at a veiy low rate of price. 

People in the district are increasingly taking advantage of the provisions 
of the Land Improvement and the .Agriculturists Loans Acts. The 
Imperial Bank of India iinafices only factories and grants loans on the 
pledge of crops in mercautile centres. The hank is reducing its clientele 
of agriculturists, with wliom it was dealing direttly before. 

The joint stock hanks in the distriet, exee|>t the hxul nidhis, are not 
doing much work. They are financitig individual trad(*rs mostly. 

The Nattukottai (Miettis from Bamnad district and the local money- 
lenders have still got the hulk of the lending. 

The co-operative banks are being utili.sed only witliin the last few years, 
and tlieir transa<tions have incrtoiscd (ousidcriihly. Then* is still a very 
largo field to he covered. 

There is' no co-ordination between various credit agencies. The utili- 
sation of the co-operative agency by the (Jovernment and improved banking 
faeilities given to the <*o-(>perative societies will greatly lielp agriculturists, 
avoid the exactions of the money-lenders and permanently lielp the ryot 
to free himself froin the j)!‘esent position of constant indebtedness. 

2. Marketing. — The agriculturist requires financing at the stage of sow- 
ing, W'eeding and harvesting and also for payjiient of taxes, and for his 
own maintenance. If is realized that his needs will he met by giving him 
loans (i) on his personal security or on the security of his lands, for culti- 
vation and other expenses, and (ii) on his harvested crops which would 
enable him to kenq) the produce for some time to obtain the benefit of a 
better price in the inarket after kist sea.son. With this view, the bank is 
encouraging the giving (‘rop loans in primary societies and the formation 
of loan and sale societies to give loans on the pledge of harvested produce. 
Loan and sale societies undertake tlie sale of produce on behalf of agricnl- 
tiiri.sts and also arrange in the case of <‘of<on for ginning. 

Marketing is a wide field and has .still to he studied and dealt with by 
the co-operative movement in oixler to he of real use in reducing the 
iniddlemaTrs profit to a minimum and thereby to enahV the ryot to get 
the best price for hivS crops. 

3. Prices vary with reference to locality and the yield. 

Th^ price of dry lands varies from Rs, 5 to Rs. .500 per acre, of garden 
lands from Rs. 200 to Rs. 8,000 or Rs. 4,000 per acre, and of wet lands 
from Rs. 500 to Rs. 5,000 per ncr»; hut on an average the dry land will 
be worth Rs. 50 per acre, the garden land about Rs. .500 per acre and the 
wet land about Rs. 1,000 per acre. 

4. We have just registered and .started four co-operative land mortgage 
banks in the district, and two of them are working. 



Kight ul sale by an 01111*01 of llio ttepurtiiKHil or an lionttrary Jfrbi* 
trator should l>o givou lu the oast? ol deiaiiU« in land mortgago debU. 

The working capital ot most liaiiks has uiiimaioly to In? iuuiul 

nec*ossai ily irom tleposiis- but fur ihu present u>ae oA ik'bvntuios and 

help of other financing agency will be neix^ssary. A itniial in aiiutiun 
ior financing and issuing debeiilures is iiecossury ; and Ciuvcinmeiu guar- 
antee v\ ill be necessary at least at the lieginauig. 

Depositors may bt* paid 4 i>er cent to o per conL, and dtiicniurcs may 
be issued on the same terms as Government to any, or al the must ai 
a slightly higher rate of interest. 

The hank may lend at the rate of 7 ^ tier (.^nt if they ean gel money 

at G per cent, or at 8 ’* i>er cent it they have to pay 7 per cent. 

5 . file fanner is becouiing nunc and more involved in ticbls. LiUidh 

change hands con.slaniiy and the farniors are rcHinccMl lo the position of 
tenants or labourers. A I >seu tec-landlordism is increasing with the result 
that there is no imenlive for eflicieiit farming. 

7 . Long-term deposits are not loriheoming. l<oiig lenn loans have 

to be given from the deposiiN, mosi ol wbieb are lor slunl term. 

Go-o])enitive ertslit xx ietiivs <lo not get any lu.‘ip i\ mm the Impel lal 
Bank of India 01 joiiu sloe k companies. There is a prot sal to withdraw 
even the overdiaft ciodit that lias been given to the imvciaeni hitherto. 
J'he Imjieiial Bank of India is the cJiiel (‘oinpeiiloi 1 ith co-oA)erati\ e 
central banks lor deposits, ami it .soimdinies ii'fers evei bigliei rates ol 
intei'est iban the cu-o[iei'ativi‘ i-cntral hanks. 

The co-operative delientures shonhl he included in the list of limiter 
A>e( nr i ties. 

Co-oA)orative societies should he exeniAitod l i om im onie-tax. 
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Written •inLdMM of IT JUEly. IP. S. M. THnUtTHAOIBI CHSTTI 
Amrgti, Herohant, Seda Street, Timvann amalai. 


I. — ^eu&^/roj ^ihufB/sLDfriud QiSDi^uu^ih ^/£Iuj 

O/gfr SGDL^uu/^/b^frersr eu&^^m^ih. 


1. S)^/s £0d;otArc^A <bL!€ki^iTu9s^4(^u udSir Q^uuiLjibQutr^ er/DuQth 
Q^m>^AQfdsfr4^mjLb^ jSeo0^irss)m: (tp/ieSluueiD^am slLQld 

Scrfruowaetf^eu Q)ms^u:i €h»a/d>u (tp^dotreSsssiflL^Qpih^ ^pjpi^ 
uMmiB€tfi€i> ^(7^^m8r^LCi2eo, Qurr^p Quffluj mLirMtm^ih ZL.mm 

^ujirutrffime^U(y:^Lh^ tSiufrumrQiXi m.mefrajfrs&f^u,(ifiLh «i_c5r •n-®0 

firsm. 


euiLu^ ^trpirirm ldt« «iy 0 fii^Lb 0 u/r jfisrpjpnk(^ 

( 15 . 12 rf^(zp-b, ^0) /B/rL.Qs j0frLL.&s>L^ L^uf^uifr/r 12'<£0 

Qia/buuQLh 24 0i€a)/ru9 fyiih AimstsuuQftieir pei^. Quir^^jfrai 0ffriR(j^LD 

^djeumei^ strcopfidipfrGhr QarrQd^QeuessrQQLoskr^ 

/Supp^ur (g)(^LJu^0)?hv. i&iQ/Sfr mmteLU Qs&vam peQp)^ ^ir pfrircssfinirs 
^etiAmQfihj L- 0 /«r<s«Wiw pmasam Qppeifr^^fss^i^ ^L^LDr&^rLDfrs meLSSu 
UuQ ^lEtSdRffldSULjQSiiSTp&fr, 

t^0iStriu ^LhujtpLdrruj Bir^LCi^piTS^d(^ Si^L,(NpQi 6S0//r6ip 

GidesiirQ^ ^eo 0 /ui^s s0s>u.ds^ir^serr (tppeSlujeiJfrsberr pfrekr QpdBujLDrrad 
#L_4wr Q^/rQdQ(ff/r6^eh-, 

2 . Qpp iffeoevrr^Sf^ ^ fis uttSfrQt^dt^ B.pupMujfrssak.u^uj^: ( 1 ) /i&om« 
su2isod <s/ruj, (2) QpeUj (3) L/msuifSioo, (4) ermm^ mpp &^0>es)ir ^ 

Si^^ds/ruj L6lei^&frsmfi^ tLmud&uuL^Q u^uu/rm Q<^iliujul.L.Q Q^t&B 
Qp^f^ 0 ^d^ ejpjpub^ Q<fujUL^iJD ^pir Qp^s^ef^n /rutf fflaefrfTo) ^ ursj 

0 Lb, ^ um^ G)^iueiippsfr 06^110 Lup^ib ^eveviSHDir efipu^ 6 B^S 0 rr& 

®/Lb €u/rfS3SLJuQ8dr p4/. Q/bw ^Qssr^uj^iuu t-jq^dQ ^ffi8uj/r 

0 d (gppLJuL.Q iLek^ir O^ 0 ) 6 i/s^d(^ Qu/ra inpp&Sieism^ Q^eoih ^d)eu/r^ 
Qs/riULDLi^^fr aS^eu/r, Q^esr^^QppisSluj Qcn&ii <srp^iD^ 

Q^iLnuuLj(d8esrp^, q 6 O)«a^S 0 i; QppeSluj ^L./iDes«ff? 6 u <sF 0 L® 

Q^djiuuuCQ ^Q<i^a 8 S^«^<r««@ 5 «®Lr, q^auSdevujfTsQAj utrm 

GP<i) ^ M uuuuQSearp^, mpp ^uuis^Qnj 

du/ra Gc&/€rf?y/rds^«0 (SuirSesipesr , 

uifTigito (i/ies>puS&) eSpu'^ Q^iu0j^ piM (y^dSuj 

LOirm SjrfTLDwmmfidf tLmm ^sjr>wa^d(j^ ^ffiturrmruisf. uu^ui^ ^J/r^dBor m(^8p 
mtiOJruS ^ix>, SfuQurr^ ejfsj^ufr/rpprr^ih <srpuiL.isf^Q^d(QLo «e9E^/«err 
gp 0/€a>iruS ^i th 

eS^^QijfTQ^eh'd^ i^pudsvr Q^iLmpp^frm is^iu QuiTQf^&rr psird/ 

BsetRd) u/r/BS«s5«rf?toi5)0^#iij, OpdiL^fTiH^ Q^LQ^dr, pn[iLQd^0rrues)L, Q^lL^ 
LbfTirmm^ woLfraeffi^Qj^d^Lh Ouifluj umdmrrjr&se^i^pfieSlQ^p^ih ^uamr 
4^p^. 

4 . §jfpp ^d} 0 tfr^ei) ^6S>L,LDfr&rrLh Gs> 0 iuupp(^ 

ujrrOpfr(^ pfiDt^iLjUi d^DL^iurr^. ^uuddsnsjserftd) /Beo ^ULatrmy uiriEig (ipp 
eSiu ^mu0freo ac 6i^ OtfirGaaaA.if.uj dv^fruBBTfisserr g)A3ci;. aoi/f^ 

Qu^mnJv^itp/resr g§6d4/r oppeSliu^DBum^d^ mirirsu u^ssruifT^ ^mn^sireo 
/^fip(^uiSdisr 0j/rm8dO>9fidrg(j^/r0dr, 

6, ^ihLDrrMff‘0SBr^fid) (ippeSluj OpirySld)aefr md>€oinh 

QmtdfiS^p^asefi^S^QS p^ 0ipp w^psSojwd) pudSetsrpmQeu 

p€Sp ssi^pQpfrffieo erm^ih up^fBes m^mmunL/T^sr pfir^pp^^ua^ 

^th pmu.Qup(l0 l^aSar. ^uQufr^ pud^to €a>spQp/ry!lm>smrfrdf crea>jp 

I9er BSimuS^t gfQ^d^th ueartb dSirtULOfTBu^ih a-L-ilH^a^ 



O^frihQu^^^s^ih Quawfrfitfi u94a^«n^#«rr 

Mm S^^^^LcyJSuj^mdmj^tr^ Qm/2mii9mmir 0^ujruu(h mp 

UL^a^Q^dB^ €tmQeor(t^di^ih Q^mrdajLD/r 

3S(T^daQm€itrQiM{T^m ^mpQpirffi^ t^ir Q^^m*mfi€Si{V^p0 

u^i^dfT^dr Q^^eufTtgf 4ft/0«fi*Ju«s>^ u^^ujubr JSfH mm/iQpw 

ffidi pfiBeSiQ^^JB Q^ii’iudmmarQth. 

eSm^iTfiS^&r uu9/rQmj26i} ^6U6u.7i^i^ 6Fihinjra9(^d(^LbQufr^ iB/rmw 

^Sbtt ^^fdiSfTLc^ m>sjr/rLja^m/ip/rm j^pmm (y^^soiSJuj ^muituTt^^r ^th 

^Quaupfip^ih ul^^BeijLh QfkdBajLOfrm u^T^gr €S>^/iQ/SBg' 

mdsfT Q^FUL'^S^Btr&mis^^dgBeofTLh. 

7. 6T«r«0 ufTiii^de^ ^^(Mu/rs^L^di‘6soujfr^}^ih p/r&sr 

Qsy^eSuuQm^ ereBT&rQsxissrdfm^LcuSifiujmt urdB TppeSluj ^^^mOiogmQ 
uir/BBsB^j^d^ /Tggr Qij[iCssrL..rr/T ^^«aiT« t^sgujih (i^SFLij'j^(fffrd5Qmmr j^ih 
i^pir ufrfi}B4B^S(^ 9 l L/ ffl&'pdjddV Qufdru^Lbpfrdr. 

^LLLDT^^ g)^6t/rLD6U aeLfT eOT Q LC€m UlffT ^ 6®«u d| ^ <ff 0 LO Q^SSSTLi^llJ ft. ^ «9 

dsm LfffljB^ ^etDeuiB^yr SL/DS^frsuuQp^ (aSW^roS’drefr qp^tsSluj €rm^s^d{^ 
®6Br^pfLb 9L/SsS Q>^lllu m/^^'Sm Q<^ulj^ Gdfr'^dgsQg^egsrQuj. 

^L^Speij ufTi^Bdim Qp^a^eSiuj •.e6or€s>LCiUJ<Tas eres>yijm^dsrrsGeu U'tS^uQld 
eh}prrumfifa^d(^ eL’(T^LDnrsarA>rfi^ Qprr^^^fH Q^peSliijasieiJ^m ^d)m.fnDW 
Qs^iu^ Afr[t\iU(fk}<£m /Bosr i^Stu/rm Qiop 

u/r/r6fDm ifLpfi -^uj/rs&upfrs^^ir /BijjL6Jds^Qeiem(^>La, 

Hi. — ussQj pQy)p e^iLLL^^^uQu/TLLQ i>Trj6ud>(^u:} 

(^cvpegrLJb Q& a>ffli ju^Lh. 

1. ^/B^(iJfr<s£)^mm Biear fESt^efr Qu{T<oiTeoi ', ^. ll Qei/m&flu^^Lti^ ^m^mr 

ueoarpetsi^ CiLj/rL-0))«Dtt/uu^,^ft) ^unuisi^soi^^ ej 'ft/r 

eviBdK<ofh^ SLuQujfr^uuQB&jrp&rr, ^eomsGeir ;^fwsmiL^p^>Q6vQ^iu Q^l£I 
p^60€ud^ih u^u/rBiiOx^m ^^'earpe^r . ^Ap(^ GLoeaG m^emd^ euLLuf^ Quq^ 

SSfTLOd) ^6i^L.LD/r@J^LCi^L_ 0 QiU LLifT LU ^bui dS (Tf fT , 

^^Gunrp Qurfioj paiifshimeffim ei^ujfrufr a ih Qdfuj^ 

L^/BfS&rm(^Lh ^LouufEM&fid) Quitm;' Qeuareifi ®0uu^fds Jj>0 

2. ufTimr g8«5r/&ca>w Qu/reruL^frS&v fiir^rds ir/ri_i^L9CJ<^Ll®tfcisv7 ^^smirm 
^ptBdsrruaeSiqj^uup p(^ esmresarfsjdieh- ^ireavrQ^ ; (1) evi^is^ mMOULh (2) 

eSm^iLiLD^ €Bdi<ohlaSear€a)LDuS^d), QpiBpp (o)SfrmmmneSl(^ppd)pfr^ , 

• (Translation,) 

Z. — Agricultural credit utui credit facUities jor smaH industries, 

1. Tile agriculturists of this district obtain iyans Irufn sniall capitalists 
in the villages and troni merchants and prolessional money-lenders in the 
neighbouring big towns like Tiruvannamalui and Vellore, for meeting the 
expenses of cultivation and lor other special items of expenditure such 
as the payment of land revenue, etc. 

The rate of interest generally charged is 12 per cent per annum, while 
that charged by some Nattukottai Chetti firms varies fjom 12 to 24 per 
oent per annum. Except in a few cases there is generally no condition 
regarding the repayment of the loan within a presc,ri|>ed time. Ordinarily 
lands and jewels, etc., in towns are offered and accepted as security. 

It is only co-operative banks, Government, some money-lenders and 
others that chiefly give loans to villages for agricultural purposes. 

2. The crops that are largely grown in this district are (1) ground* 
(^) paddy, (3) tobacco and (4) gingeliy and other minor varietits* 



At>out threc*-foui*th}> oi the quiiatity oi grouii'J'iut grown arc pureha^ed 
hy loreigit iiiereiiuuib, who dtMoitii'aU; the i^utne hy i{ieatj« oi tuiubiues 
and export the ketiiei to other countries, and the leinaimiig oue-fourtli 

pureixaiicd lor extiactmg oil tiierelrom and lor retail sate^i* Paddy ts 
mostly hoiled and converted irflo rice in the inillo and the portion that 
remains alter wliat Ja re<puted lor local coii>»unipiiun is >ieni to other 
distriets sncli as Salem, C oinii)iitoie and Madi as. JkH*dis and cigars are 
manufactured iroin tohacto in Xelhiie and otlier jdat'es an<i sent to many 
distriets. A small p<n’tion ol tohacco is ais<i sent m a raw state. As 
regards tlie other ()iodiicis_, wJiat ivinaiiis out oi them alter retaining 
the quantity iequned ior ha ai consumption, is sent a.-t it is to other piac'es. 

It ts not possihi(» to sell the x**<>duce on eo-in)u!alive lines, until the 
i>oopie of our countix, especially in the villages, hecome literate and 
until the *laclion.s vvlneh are now lound everywhere cease to exist 

The linance requii etl i or marketing prod nets is Mipplieil liy the banks 
in towns, Multuni Suits, Nattnkuttai C'lutlis and wealthy persons in 
towns. 

4. 'riiere is no legal impe'dinient to mortgage ol land in this distinct. 
Jn the»se xniiL.s, tliene aie no instil iitions like llic land mortgage liank 
whieli can [irovide iong-lerm < icdii . It is only the (h)\ ei nment that 

grant loans lor sinking wells, tUc.. and ifcover flic same alter" n long 
period, 

(). All the indu.strios ,sn(4i un riee-milling *aix (an led on in liiis pio- 
vince vvitli the Jielp ol the niui iiinei v inqiorual Horn loreign countries 
hut none ol tlumi is can itnl on in loiisonance .vitli the real signiiicance ol 

the term ‘ industry \ 1'lie induslnc^s. which au' non being (arried on. 

lesult in the money which the poor p4*ople liavc in tlieir hands being 

wasted largely and laxmess caused among I hem. I’lie imjiojt ol sneh 
Jiiachineiy, etc., inlo ibis countiw is indeed respon.able lor the i re.sent lui- 
einploymenl trouliie. il this is to Ik* got rid ol and Ji all slionld .secure wurk 
and live coinlortably, the impoit ol machinery and oliiei' thing.s, I'roin 
loroigii conntri<*s I’or industries and agriculture should lie stox>i>ed and 
industries slionld bo developed as in ancient tinuv,. 

During seasons wlnm agriculturists have no eultivatiim Avork and are 
keeping quiet, they can, instead ol wasting their time, engage themselves 
ill industries, like the sjiinning ol yarn liy means ol the stunning AAheel, 
Avliich are small and very essential lor tiu' taniily. 

7. I have no exxiei k'iico in ixvstiect ol haiik.s. lJut Avhat I hear is that 
the Government lend gieat supimrt to (iovernment hanks like the Imijerial 
Bank and that tlie\ <lo not render such a.ssislanco to indigenous hanks. 
Instead oi this, the Government should lender the necessary assistance 
even to the indigenous lianks, encourage tlicin and altord them the neces- 
sary fatulilies lor rendering greater help to agricuilnrists and other poor 
persons. 

Co-ox)erative banks and other institutions, 'wliiih really strive loi’ the 
welfare ol tlie xioui, slionld he exeni]>tetl Ironi the imyinent of income-tax, 
profession-tax, etc., and projier supervising olheers appointed so that 
there may be no interruption to business on account ol factions. 

lU. — Jtivrsf mi'iit haltif (ual atinichon of capitaL 

1. As the jieople of India iin'est their money in gold and sih^er, the 
latter are at times nselul to poor jiorsons in times of emergency. They 
constitute tlie savings deposited with theuiselves. Though the money so 
invested does not earn any inU?re«t and the peoi^le lose the interest there- 
on, |hey deem it to he a treasure. Furtlier, Aihenever persons doing 
business on a .large scale in big towius .sustain losses, tin's gold and silver 
remain with them as their estate. 

2. There are two reasons for Postal Casli Ceitificntes not being very 
popular among tlie masses. They are (1) the low rate of interest and (2) 
the want of education on the part of the x>eople to understand what these 
certiheates are. 
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Written evidence of M.K*Ry. V. R. VTSWATHA AYTAR Avargal, 
Sri Sampathgiri Industrial Mills, Polor, 

(9^tbujkaicirtbA «i.«dr Sfiin 

Su4r £aciL.Liuai>AT^ 

1. 90~u^i3fLb /5^i-.QdQ<ssrrL^SDi^ Grti'ei;,rC^^fiO 

iSorf?a) S)(3^^ lar^ih 1-450 100-4^0 «/u-4. *2 (ip^A 3 ftf}U^uj «*«B)£r4fr0ii> 
a/Li^dF0 jsuTQuirj;^UL):^ IurflA SL^€sr 

QAfr€Xtrru(^jra^A ufTi^QA^a ^/rsSfrnr atfLU 4A.LjQ/D€ij 

^ &mfEj£B^ih QA/rQdr^ui u«BrLDT«r^ urnctr yteord/Am 100 4r0 95-«i/«)ir 
Lm&fr jpf9S>ueL’fiA^, 

(SAeon’i£lesr ujSSQlo <RTmy^ dr (ip/6ljh<^ ^eossmiSfDUj 

QAfT^^u^rrAJ^ ^pj^w^pd^ <5S-LDrrfT SO-eu^^^oi ^ufTturgu^ Qpesitu, 

QafL ^stS3S9S>uj uuSffl'dub ^ ^ {EiA^d^LDiiQih u0AJA/rei^!SA Qs/rAu 
6UiLis^dd$ Oa/tQp ^di LQfT^'dio ^ffidJiTiisr eo.Tu40p{f) AL. LQr>^ ^/s/A/ijACtH&rr 
^ei)LorrLU eQp^ih tsuiLis^u^ff'^efr pfr/BJdBi^ipu^ujr^^ Qu^/^th 

jSsStL^Ln 0jp/®aj 6sr6v <xt^dr 

Ou0Lb suesr tLj^eS G<^uj^ j^lo^ er-cf^^tp ^mii/s^nfldr 

LDfTGsr ^ei)&rjUiss)iLi /d hQ€U€^i Qd, 

^^uirdrQitidrL. ^ehuL^ djA^d,^j) «L-«rr Q^^i rQp^Lh upuev (dopfTu 
asrtkm&T p^d (^uQu jpfi pi&j(i^d iipmpuuL^., 

Qtofrpp ^(XT/Eic^efisBr a r^srdQp^^ 100-^0 g?0«;0^(^«aiLi- i>rLlC?L^0«> 
StA^, @pp(j^ SfTjressrd uiL^ffidd urrinir AAd'^m.rr Gijd ^ajit 

^@5450 A/revfTAfreop^A Go/emQdQun- p> uemd fi^mudArrpp d lo^ Qallj 
piQAfreisrQ ALnmr 6 cu/rsr <£(t sud m&S)ir ^(sufr^m €(s:sdr.!^ umrd _^dsfrp 
^0)jyiLb QtDfTpp f^issrdfs&fldn' Quq^dj 45l_,>§]jj/'«0 pp<ff:r €vd Qm< . d^ddL.u^aj 
usssr LDrr&sr^ Qjs n ihui^jd Q^rrAu cSSpuoinu j^p^uupfr^yjd 2, 3 jpip(ffessr 
QA&rfr£5 (6L‘dis^ ^^hUm^eff^A p^/svQpmp p?iovpp^pujTuj ^dddQ^mxsiQ 

®045 0UD. (^Qdufaj<£^d(^ lA'^m/d Gw^pfr^^r ^0 (^ujdAdpih 

^urr aiLi^m uwsBTih 

OPpA ^Aerr u/r/k/^A^d ^il/.ta i^p J^u.j^hrm LD'^i:r>irmAm ^^eusAldir 
^i^On’dL^/TAerrrTS (SjpuiLunrA/^ ^Aevp} Qpr/Epi ciQppfreupi^ erpuduffA 
p/reirr ^06i/T0*tf pf^pf QpAp^A uu9ff}Qd ajCDip LDd^etfiA Qu(^rkisLJim 
0«D/r?<sj<s (Lpa^a^d, 

2 . €r6sr^0s>uuj ^Afi)fr€SA eS^u^d prrA^-or]ajdjfiio.'7f}-\L\d^ Qufrq^As^ 
tL|L£i • iaS/G<^Q^tc/ri/j a; 4J/«DLDiSftijr Q<^fTG)i(^yLC)UjfrA Qu(T^du/rA &DLD(Suj/rd 
QufTQf^AsA Afftujfr&rr eSl^d^^ (lD p(^d Arread ov&djt G)u(rj[^ppi (uElparr^ 
^d AL^&rrArrjrfTAAJdfr '^up^irwppT^d <i .auQuiri^d llit(^^v smjifi 
QeoQiu ^^jhpeSu QprRQQpp , 

ereisr ^AeoffeSA do^ilQpekf A/pu^Ar ^^/reuLofruj 

^irearQ tSpppd sELL.O«r u5u ArrjrcmAs&i^^A LD6(^jBp(£urrLLiAdi^m , 
^dQpoii Apu^sor AdiAiBSm erAuQp QAfrA(iurrA ^luetiLi^p, 

ctAaA ^AsktrrAA Adsfru-jd y^dQujLDfratr Qu/t^AaAIA ^eorQf^Suj 
AudeudAfTiJU ^'B’45/r/R0 @ffrrLQisiA3iflA 9Aei)&5)p ptrc^ Atu^run ff)d(&j Apu^Boi 
^iu pfdarALn mp^tu pus/taA ei)fTud es>^pp irajppA^d(Aj ^etoud^d 
UKT^AAefiA m,€Sifrea>L£iiufrm euq^duis^e^iu ^iLqs>l.^Quii eo pirAirmA 

m.ff}^3FAdS(^irsA, 

QuurpppfiA ^AprrQ, Q&iAipfrQ AnjrrurrpmiA^d^ ^irdAirprrA mp 

uCu. pfAwp Qurr^ mpiruiE/Aeff^^A erpui^L, m^fisA i6lm^d Qa/tA 
uti), ^ujg’ufTppfipQA p^pjf^pjp pjJSiT^i^d LjpJ^i jjDpmrdiA u^/tfUtAA 
pQ^iAiru^ jSpQApm , 



jBmr€s>LtidmfrM uirAmds 

0fu> fsih^ih wiLa^ m}ru(3LCT ^ajiru/rjr wfruduifT ^jgd^Si/i^ #®j»/r®Lb 
jruj^^d^ n^uesfrirmw^^ e9SS(r^irsm, 

Simf Q^d)wrd(g^merr Quiubu^ar^d^d /b^Sjt ujJTQ^/r(j^ €u^0iLjih Qu(i^ih 
urresrmLoQujT^d^d Bmit^iufr^, 

^frdmiTMfr^ ^fmSM/fidmuuCu Bmt <eFiwsiE/m^d^ ^frdmfnr u€6srLh 
qcb QstLmj^ Q^/rdiu Q^/reomd^d^u 

umrih rn/mm) Q'fujisuJSl^Lh ^msS Q^tumui S^dr^Jb 

iSjr^mr/r<sB^ BSfr&y.Btufrtij ^r^uQd^ ^dSoj ^esu-tTdB€is>aj uireud Q^tuuj 
dmirnGih, 

SB>^LD/rp(f^s ufTLDiT ucssrih SoDL^LJufimt^ erwQp Q^irdi 

e^Qttj^AjrQLb, s/uuis^d Bcs>u4d^ ^anr^dr fuiLu^.ilSd) (y^(}^8eiS(SiS(j^ir 
sm, 

{JHeum'^oyr ^pmfrmnh €u(j^€Sid^uu(dLh mi^i^em- u/r^iufr^^frw^ 
(^€S)p4d^^ /BCi)LJb/rUj 2)0«(^Li3. 

^fEJtm sSId^eD/reSd) ^Qj^on^iDfnu ufriB^fTAm QpevLO ^/rdisfrn- a^mn^jud) 
mi ^/TUiLi lB^ ^aj/rufrrf)s&rr ^ruSleesrL^rr^QeD T ^^rfliL/T<a(^oiu r msQiufruuih 
QufTtLQ ®.€ror«^ttJtu)«%rr (SLn/huu^ u/rtwsB/rs&f^'.^Lh pder^emitiu Qufr(^LJL3d) 
LDfr/DjfidQdsrrm^S(^/r<sm. 

QufT^tijfrM g)Lj(^u>T^ m^iLJ/reissrQtuQii^Lh Qj^mpuS^ ^jSu 

l^lLu ^jjiSoj «/r«U;y^/D0®yr a/^TuSpr Qp^uSeu ueeorpefSip 0«r j©ii/^^a®LL®cb 
«_L-.(J€8r LDj^^uuf^LL^LD ^(^euBiVLOfriu LD^(ips©^ tLwbrij^uj^ sUL^essrih 
Lj^uj SLesara^LU^ efxfijBd QsfrQuu^^d) ^fsof/s/sek eSe^hfr sLGhrrts^ 
lu j^d(^€ikr L,fr&sr <ffLl<-«wr ^0Lb ^0Lbu ^t^d<stsf. ^&SiLJU 

QjsrflQBps^, <5/r0«waj <'S«i/T.^0a5b^L./r/f lS)JBd SLG^u^Ludi) ^tluessr 
^stsrfi/iseh ^ ^i^iuir 

erw^mcij Q^/rgOcsr turriEjQiuQuT ^ ^i ih ewurnhi^ lL^uij^ 4 #-6fr 

«rr^«3«M ^L^dB (lu/buQpfi^^ loSao/ii) pevLamu S)(f^d(^LD. 

ufTiw^fTB^^d^ ib7<mjSdQsrrQd(^Lh ^e^u^ajvvSGfrfroj er/i/ 

^d)ek)(TaSidsr ^frdSfrk urrm^frmtu ^lcaS if\\Jueo utrikB ^ih Beo tFustUfi/^sefBeu 
LDrrsfTSSir ufnEi(^<sB<:ffl ^ld 6Uu ® js^ojrreSl^eireir u riEjmir^ 

®-€Wr!^(ij^«6ir u^tr ppuuQBm pgsr , 

iTiSioQeu Jr9^ OuT0Lj^J?»3r lS^ vBQ^s^ubTiij <oSliuiruirjnh pi^p^€ijqjj 
Bssrpcer, 

OptfiiufT^, 

Qprfiuj/r^. 

3. €r/s/d>mr ^i)6vr€i9d) Qpd) <3FiT(^uis^iurr(^th g)0(2u/r« 

ififiJd 6i93su aFLOT/f erdiSfT f^sifrjp/i(^ 0, 1,000 1,500 €U€s>jriaA>M gti^Qu/r 

<«ub srr(^uti^iutr(QLh ^6U®d^W?oBr eSiso Sru^rrir 0. 800 Qfipio 1,000 

f^msrd^ijD. @«8ar/b^ ^sjreif Qup^ q^«o)<F yuSuScu tDppuut^ 

(2«ipaMir0, 3;ff/rtlL-4ff/r^ ua9/f«6rr eSSsfrujdaLa^uj ^uSldjSul^ erdstr ^«ir 
dpism 6FLDT/r 0, 700. t/^0D># Uf^frsdrtoua^d) eSdemud^i^^nj ^e^mtsm 
^wirif erdsir 0, 50 Q/^pd) 200 fumjtuSA), 

>y(^ffu/&«afl«ir LD^uq ^mpwpp^d ^sfrjjcssTLb ; ^ts^tSjfiiuLnp^ pth 
pntLQ Oti/cffldp^B^ih i^is^doj^iW^ir^Lh ^u^ujrui4 ^mpeQ^A 

Sk.eS sr&u^ srpuiLQ eSsjsfrtu Op/rtfieSA> eorrud^mpeij erpuQQpp^ 

( 2 ) pihprCQd BBfrdypmu QmtefBpfrQtss^dig erp^uiJSiurreufi^^w 
eSiufrfiseiR^^ijb QLDdjds^d>mkmHBdr (g^petj^edl^^ih 
mirdijeeatumefr sbflesd^pd^ 
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(3) »0t^w««frTtu ya9ujT»r4? <y(^, Q^iud^rr^fi 

uL.L^/r/Bfr fffrss^d^th uuSfBQth (^§tif^uj(r€Br€L‘(^^^iii m^JSiiQeo umr/k 
(S^j3j§frdj LD^sm^duir^ aSl^s^i^serjS Qo/rihu^ui (si^«5>p/s^dufrmr 

ya9tf9«8r taSasu uD^uLj 0«®/o#^(?u/rtij«fiLlL^^. 

t^TdmfriT fiiTaj>€ua^irM tio-eoih QufTL^uuQLbQuir ^ 1 000 

Qi^/r^Lbtjt9-a.'ir«rr 6j?0 €r<y«/f ya9(U.To5r^ 0. 400 500 

d&mhljL^fririreo <fiTevJa QuTi^^Qihdu.f,^ Jt^^djg Osrrji^ ^lutt 
0. 300 (ip^^ 400 eues>jruS^Lb^ 

^rr jgrrjreesridfriL^ lE^P'^uadun- ^ €rpd(^€Sipaj ^ggcDj&J/q ^ili^iLfLD isSI/h 
udsv ilstQ p^ , 

4. €Tikmm /^eu^L^Lotn^rth Q,ytLfa/^p(^ ujtrQ^frqi^ 

^‘o>S)Ult^jptih g)6u35v. tsBeu^rruj ufriiO(^sm ertij^m SfiDc-tur^. 

erwsfir ^a)€UTfiiS?iJiJ ^i_.a)/r«r LJ/r/K/;a5<y^ijb iSfrj^frjrih 

Q^ujj^ den^ram (Ss^n-p^ oi9a9Qt_L_ LJ;r/»^«3tr €rmuQ^^ Qu0U5 difL-«sr 
^ ^ iraj ^ Qu j^dymir^ ^!T<%tEfr^ dinmuis^ SifruSsstirQ 
^L^ird'^ urr/ijr^cs^ 'fT/DUtla^i^d(i^Lh ^LDuii/(^ Sk.i^ 

uemQ €rpu^^&7i% evCu^^ ^ek jJ UJsjp^e9k(f^fitesn^srr€od 
dFL-OT?' su.ssra?sfr irujp (ipssrQar-ppLn ^6B>l.cl/ 

mrrjpi Q^djojCBQJ^ABrQLh. Qtamuis^ ^uSOl^C^ uiTss/^^sstk ^/r ^^frrflesr arrmfSiF 
ea)^iL!Tssr Quro^dsmuS ^jLh u B.Q^iT/sdaruSarLB ^ih g)0/b^«/irCJ4a/iwr®{jb. 

Lapp <a5?6yr/^(£Boi9^S&#, 

« 

5. QakrrsSluS^ ^u.ijQ\t9(T^d(^fJb <^fBi£BQiurrm^ G)/g/6) 

i£!^^y>{s^ujfrLD€0 /Btpjs)nrQsr er puL^QcuekrrQLDfTi^^^ 

Lnir^rBsmrrss 1, 2 ^sia3T<ff<f5(oyfl6u Q/r/TLaw^ssfieo p»jjfi 

'ripuQ^^ i^eur<S(^ 6iQpp/r6i)esr /S 9^0Qpi^LDfTajsaL.[^ erpuu.rrj^, 

^esrmjmm Quq^LDUfr^eBiLnQajfTir eujreii Q<^0uq/ €DtaLidsfTS9>uiu9^ 

ffli i-Q €i;0LiLji^«0 d?p9 QifeveSi^ Qp/fiQ^p^, Qu(r^u[iunr€sres>LDQuj/r(^d(^ 
^a rrtSFrft ^^0 ujt€st ^ 0pQ6s Qurr/g/r^. ^trirsm^ 

up^ ^6ar/EJsm jjyt3/(ay0^^«0LD ®^ir 0SQ^e^fifS^d(^Lb 

QtSFCvevi^d^Lh uessrixrraarpi ^QihufW6S?iSfr si^^dS O 0 iT 0 ^ QjbirdjQufrio 
up^Qp^. jBih (yiipsTOLDiL/u) 4>7«/0Lb «/r«Bnr45-«Lt9-wj asfr,^s£, 

^p0(Buj/r<sdvprr6sefr <nrpuQd^ ^ib<3sirrs)(^ (sSls^mrhsBFT pL^^0f^ 
Qeorrifiuj ^imrd^ ^Tpuu/rpi, 

(aQd^Q^turruj pfrLLQdQ<snrC.es>L^ QeoentrQpeS uirm^mdm f^ilj^uj/rs 

(y^^tif^Qiu euL^is^esnu «i9w erQp pidQarre^Q, lE 0 Qpnresim&snu pevdtnr 
S€8r^0w Q^^pprr puiLi^d0io ^ua/rp €hCls^ €U(^^ Qs^ujppih 
QsrriTLLis^eti ^ S^Lorr^sr eruf-zT-uiL/ Q^j^p0 Q^irdju •v/rtjvpfip^dr 

€urr/siQssr drL-^2/«50 ^irila^uq Srtup^ p'^-.i^uu(d p 0eSQ^(^irsmr , 

^penf^dsm ^wwfTLawGu/ruj^QLb, 

6 . ertEJsdr ^^eoff^d) eSm/^ffuS^dr eS(£l0 dpirwseiB^ €(i>dBUjfr0^G)tkitr 
etumpQptr^eo^err ^d)teo. 

©96u^/rii9 ePQ0 dpa-ffb^S'^yBco Q<sfrexs>jr^ iS^maruL/ (ippeSitu ^ehjfidm^d 

Q^fresorQ u/rdj&mnrs Q piuA/piLh ^m^ppn’iLQdserrfTS^ Qpd,*eu^ih ^ Qp/s/fi^ 
i^^fTin/resrMdr Qsdbw^ih Qpdrr^tm-u9€Sl0j5^ Qsjrerr piriLi^d} Q^tuiqih ^(Spm 
eBp s^wSd^BfT ^(BSimCBs Q^iua^Lhuti^ erpufrQ Q^tupd}, 

• 

Qinpuu^ Qprr(fid>£B^d^ SF/rdsfnr t^jra/ppmuLAKfi &A^ih s^di^ 
^trieo erpuQ/dfi wifisfTiLu,^&i0krQLh, 

181 
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^idmtr/r ^mmuQurr^ QsftJamutmffiu ms%j(rHmQm(mih QjgirifiMtSs 
9^p^nmuuQi0gfithuti^aj(rm ufidfsfftb siw^tudmpmp t£l0/ifid^ 

Osir 0 krQm/Qfu>Ou^(pLQ ptdff &uujsjSs‘^a^th erpuQjijS Q/rr^Qs&r 

QpeoLMS OdMJtuQmjmfQtL, 

dLodeo SiJSd) (g^ULSLjf^ 0 d^Lh €B>dr^Q^/r^«i>r«Br^ i> jrff-ihu^kh Sfr 
®L.«u>r«tti/Lb ppm(r9^ ^/rfriLd^ /Sq€S 8 ris^ff}mr ^piretjui^esr^ 

7. ^fi/md/a^LD jjjihS/flujd) umsuQes^th tSmi>ffruS^^m(^ 

eSa^mf^Lotnu LSg'(SuufrmairuuQ8pfid)^f, 

m^lLQp^ lymSfE/asrflsD ds/rm>m sbi^gst ^iBojinu @6S>uuuJS^2eu, 

Q^mp g^djeStuMpfid) ptr^iu GiDihud^^Gr i^eo>peii 

uuQ QmQeii ^su^dirsB^ih Op/r&s>€B Ouq^Q, Q^ekiljr^) u/rdd 

Sfrmurm/rev^/iio Qs^jip^puuu/ruidi mt^Gsr tSlpd^fnc^ sms.ij 

mdr (Smj^ Q^ujuj/juam) /f eir jptcQQSearpmr . 

g)ppeBm^aj 4 ^A €tmsdr i 4 d:€ 0 fr utrfrfis^euuSQih QsfTGjrruQirt^^dj Ql.uil/^ 
Qir||f^Llir#/r ptresr Q^frMo ^rFlesiilindrmrGJfT . 

£)wan/. 

g)A 80 u. 

€rmmmr ^dymitrtBd) tiV(^L.«/rAiL£)/ruj ^ppd ^LQpGf g)ujd 6 B/i 6 s>A 

t^emufrdSu^Lh gnjdm^mpQtufr p p ^frusar ufrttd^ Q<^/r 60)^1^, 

Q^frts>^us^ Qutreerp Qs^frGD<^is^s9mr eumfrpALD pikmm uirirfV>tua9eo 

^frdir€S>pujtrdj SGjeafippi (j^ppu^/bjoi /S^Qupjiff (saQ^un f^fit^B/simedid) Q^peip^ 
GDUiUjfrfv fi(rj^aj€sar Qufr^j) m^emea^tutij/rGfr ^^uj6ir65^d^ 
tk^ustrjTLb OtfiuiLeo/TLh, 

jj, — mOfitBP C^aainrO^cf eai'tuvuirffii). 

1 . erisj^dr gldmfrt8cS(^d(gLD unrm(^ds^Lh urrdfSfrs^Lh eSQ^ta^LLir^ 

€Ufr4p^f^^&4(g s/rLQ@(j^/r^efr peSir lSIst 

CSajfrtBesruuQSpfieoifo. 

2. GJiLii^d^uuem ih ^GS>L^dQp(Sp p^ir Q^friouwiLt^^d^umih 

S«DL-uu^ Seouujfrsf. 

3 . grdn" ^Aeoir^iSA) SjrfTLDfEiseffleSlmd^Lh Q€i)€ufrQA€^dmcs>u Qurfitu 

esr 4 Bmfl€S 0 d(gLh eSuSQu iL ufnS(^ 6 se/ffS( 7 ^ppjLb gjpfiiuj^ gjnhiSrfiajG) u/r/i/S 
eS(j^PAtLO Q^tr^u €uiLis^d(^ uatrLh eufrtsjQ Sir/rtnA^s^iBG) oJiLuf^di^d 

QsirQp^ SF(TLD(st€s^ <m^«8rA€s>^uji56)uiud QtFUjBd^rrseh'. 

4. OmC.u^d^ih Qfi€S>pmm ^Ikm-p^ih eStufru/rffls^d^LDuQLh 

5. 

6. 12% Qfip^ 2biyjtxi9S>jnSm gCiCSufr^ wilis^ ejq^Q^ir^Gr. 

A. ^ftdstrfidr ^pirtSmQurfiA i^uu-io itiQ^frpiT Qpd>ujiM/nu g)iiiSffliuw 
utrm^ pLJUL\ muLis^iSjrSfrirQui eSt^^/riiSsm mu&srs^dQd dFLlOuuffiSgr^ 
««r €rmjpi ^0«#Oaici^(BLb. 

B* umrih S*^u^p/rd) €S€u^(rvS^m eSQ^es^ 

parmin ^jr/riDiwam Qom^LDuu^da, 

7 . 

mkQih. ^mtu truui^ Qiudr^^A ^<fs«ir/f umiBmitir gtihSifliueo uirA 
9mi (iuirQmi9i>0u(iuir€o ^(S^S uirm^atJI ^li, ^na^eo'-ju u«ar^<t»^ 
ifojjrOLl Qnu^th mirSmriTuJVSfirm^i&vsr Si^ii nMirg/ndf^sQMtrukrQmj r 
mini, 

^L.40Scfits«r. 



1006 


ir^mQ Cfuiwuir/r05)w <S^iM/. 

8 jBih ufTii/^m ^mL.th ^Lhujs^uuu,u m^tSvuirtittr^ 

Qffinhumh ^vst/DeufTiu ^(^uujS^iii urmBm t^lujfrutrjr mmfr 

^trdBkfMm erpuQ^fs tiSaj fruit jr (ifin/099«h ^q«nrrf4i3srr /guj€frGjttu^ 

^StuirumrQp^fi mC^ihj Qjb€iB^ ^i^tufrutrfB 

QtumjBfrQ ^ujfTu/rjr/tJSl^ irse^ium^sdsfr Q^SiLfLe^ir j^ 
^ujTuiTjr S)tuds^eD/B ueouuQ/i^ lS( f^frjrih /e«ul£. 

0, dFCS^(^ LJT/»^««Jr aS/^.T/r 3ta«r Q^iu/Sfr^ sjrtr^fH jb^l. 

m fruLD ^puQth^ 

10. ufr^^€S€iBL^/ifim) Quir^uiTm ^f»$o/rmLb £<8>L^iurjp. 

^€u/ram Q^fr/k^i^ Lo^UL/errarr ^fijmerRi^ih ftpiu^tforu) 
<a5^C7<F«}bLDTuj strrirestjrfi G«/«6 Qufffiu Ufr.io^^€tttL^/k 

Oifneouatfil.{si.s(^u uemih Osrrgssi^mfjs^ B»Lu^4(^40s(/rGi^^ mi^fkvr 

^iTji^ehQS(^(Tizm. 

11. ujfTdsirsBsr ufTfW(^m^LD LD^^oj 4v^fru€sr uirfs/^^t^iM Sl0M Q^^iU BibV 

iUtfDxr ufr4i(^rB^4(g uessroi Q6BfT(hi4(^irQufr^ ^«oS)B/dr«rr Q^fr 

wu 6i>fruuieBi€iJ00 Qjr/rLDf^sm4(^ Q<s7Q<ff0Lor^ 

€kL^^Qmrr(hi00{Tid QsriruLeLhTWmefT 0?<{fe;fetjDLjD«DL- •7 /taw. 

Q^djojeofru^. 

i^th ^djs/rfij(^ ^hsfimm grjbuGih 
^irfTLH'simediA tLedf^d cStufrus/rsefriTiLf ^Q^uumtfTMefr i^ei>fr Q^frjs^ ^40lb^ 
aefHeifr ^cLstDeu^fn ^LDiAhs^QiMihuirdBetr/rds & pUi^Q pSoe^ Quun-^’^Q^/rdveSi 
UfTfS/^ ^(T^tTSpj£ip(^ %L^<o^Q^djiLl43i^(b)ih. 

12. ©flbSbu. 


^frptrircmLDTu'j ^weofT4*eff}dv «9(A’Ql-l1 u/riW(^»^Lh ^trum uiri/^gf 
s^LD GjfTLhusi^Lb GVmuii). ^rrptnmr ^j^tu L^Oj&fr^eift^iS^L. pir^mmtf 
^9oeo0 1, 2 /£fr ^is^EfTS^s^gmsBirm/^i uir4/(^Gu^6ifrp Ou/r0 

a8«r ufTiw^m &'/buL^t^iTw ^4ieofr4<s^:itlQektQiu ^kLDjs^utXfjnh pmm ^l/spjkp 
^4>€o/Tdsff4^ 6orrupes>0 

III.-' umjk^4 OIL i^4^uCuTillEfiQ>iii4^tii Qi^4;s^£b 
^CO)S6>lt£ Oi^^iffLlUl^lX). 

i. ^4>6orrsS4t Qwm.'fTi ^fy^ufruj^^Lh dptfuQs^ih jSir^Btu ^irp 

€5r4tmmtrdj Siiq^4B^pm. /SL\mriTshHr4Qmr9hr(Su^ Qptmmmu ^(rmr 
iiS44QmesmGih, 

ijS(^fi u9(T^4(QLh u€sta'0x>0 Q^ffrmnj Op/rms Quir<$!VL^*iSm 
u/rfE/(mmefff Qu(^jiQ0fr0s>ss3srr Qp^tt g^dStu p/rmoj Ufrm/(gm€ff) 0itw 
(iufr^G€^tu49(^/r3m. usmpmp ^sjrsimQ i^u/rBLu^^) 9u/rLLQmMf4m 
^M)fr4dF&fi4> 9urr0Xfrm mthu^th iSp4(B^tJDUti^iUfrm utrmf^m ^eo^. 

^irufsk u/r«0, ^S^iSOi^iL uftm/^s^dsfr Sdsfrrsdmru^ui fi^rmr 

uQiekm0n4)Sk,L^ «r/Du®#jB jsihumth Wfj^tx/rjpi j^^tmmfrm pu/i0^w 
€£^00 JSO^tuiuconrth . 

S^pfdujfT sfim QuiTioisrgBB^itLo QmmrmfioS ^th um/rth ^fi^nstS ^(^uu^j 
^tfSSub. Sb0P9^ mirjrsoBfih 0f9ps €u(t^L^mmmfriu u,mmr pSp 

^Qajirjts^^p 

jra^irpmrtjbfrm mmp^ m(ffO(ifirsmr. Qumui^ pmm 
sBff ih Omtm^nM pwm&rtuMi} Sf(^ji0irA} wlu 4^ Qp^/iMm Op4om,ii 
^(g00ujir^ih wtumjgt 9(3P0^3P^ tiimrms^d(g pt^sih m’puQthmi^ 
^irmtupu^mir utrm^mqjj^ n^mr 0inlti^Q0i/iiu ^fw/rmm t.mi# OMUiMiA 
^tm^sfiith j^tSdmm ^r^i^/rpstp/rm M/rff0mw, 
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2. m/wa0fr duTfifut-.^d'ery ^nrCia^tSQ^BL^Qdsm ,^/fifiLJUBffr 

sw Q^/rwLMo, «/rir<aJ8rLL 4£ri^&J>u>^W€aLDtLiLh 

isuLmt^u^ih jxif gsi(QLJfrdEQnjjKn fT^ LaQ^nr/Bfr Q^iu^Q^irtirmr 

eofriL, OiFfT^u mfQ^ihuu^ turn err e^t/rjr^^e^ ^(j^Qpmpje/r^ 

umoTLO erQadmQ/iui^u^Ui &jmkp /Su^/t^ker^e^rr^^ih eBeqaL^iLcrdRjs^rr^ ®0* 
^0(zp0G)/Daj/rffii/^ uemth &//T/BJSSdrdk.t^uj Qa^e/rSffituui 
Q^rmu m/(ri^LDUU^tLjmerr er^ip fBear rsjs^d(^ Q^ efr^s/fiiULOtroj 
^0tf0a>. ^frdesirrt tL^ fiQuufrdseiv^/rs^ui SLhQu<imJ<£&ffeo Qw2ewQ^ujiL4Lh 
u^fT/g muujB0g^th Q^<oh}fEjm undiQ^ Qu(TQQ(nj>iT^m. 

Q^iU{umgk.Qih . 

^mrrs/sm utren^rfi iSl^ssittr indi Qurrmt^riS^ G’ir/r«« i9^ir uts^iHQehLJiighsrT 
u^ih umi/S^OfL^ear (Bufrms^ QutrQ^i&frm ^dsotdeseStvdsv. 

3. ei^mfK/seS^im), 

1. ^ ^Qurrmi^^eotao, 

5, ^Lon'ih, eSiu/rufTif d <i£^'iJ)‘n.iLh ufT(s/kiEj A^eSttjLD Q Qurr 

UiUfii/U) 0«D^6}/. ^^jjosi euQi^i^ikaefrfrdj ^esni^gm Qe^eueodb Q^iL'euudj^injrr 
j^iLQ uiSj^uL] ^^svrr ^ /sr> rr ^ih sGlth ;iS rfi Js‘ rr ^ ^ujirurrirub Qs-^e^Jih 
fm.g^ua jgi}jpjh^/(T^6sk(yfrsm. 

es/TfTLjQufrQn si^ohrAek (Lp^i^nPikurre^LLu^s^m ^ iruuir^eei ^i^LDSv^ 
eisrp eo^ULD ^6ff)sdss<9^ii^uj Qurfhii Qu/r^ ^<bift'67).x dfifrrtinjrkseitttk) ^eveiu 
QufT^ &euif&rrQLOo'irL^/rrr ^(smQiu up ^fflsa)g QpsviJjfriLjLL ts^ndsn-rr ^p^iQujT 
sehpfT ^evLOfrLLjLOj ug-r^irn th et)iT u esu iJ^ ^ eorr p sry^^ijb 

umnh iBun‘u.&9u/rpuu:^ sSstn-/E/i£':^(crr Qjj':TLLG'^<^>eiJf^'6^tov 

€W0LDU£9_ pir<ss^iif-LLj eau^uS^ ^/0UU(^i^(i/LCj. 

^0U Qurfluj uirfEJS/TtSsm paiSfn' ^^«u6D)ir i^njrumtidsp^kei’Teij^ (ri;y<4't^/rtt9 
m^asfrtoi/p) ^ldS ffhjw urr/bikiy^ Q-jorrseffi^eo l 5) n (Sui/r^m u9m20v . sjuQurr 

piLD ^/rp/rirem eSei^/ruS<sBerrrrtA>p} ^(ssrm (cujiujrrufrrfiserrfreupj rFrrpn-ij eem LDwe^' 
Qp/recDgs^ff ufrfij(^^€fieufr€aj^ ^jpesr ^etBeoir eu pi <f{remG'i !j:^U:Tis^Ll.u:i^^ 

€0)eupp6sQsfreir^Lhuir^ (^sirffl!^w<3k,u Qu'^)ui.rj^ urriife>fnr LDjjjiipp6SlQQ(T^iT 
AW. ^dFd ^ ^ «-^6i9d6-L_ Qt^iuiu UiTfEJOifriT Qu(^u:}Ufr<n’-7TmLCiLu,i esT 

^mriis^d^LL ^Qpas ^lUiTUfrifles^tS^ih <bi^eoi Q^iLtuk 

gk^Qih ! 


(Translation.) 

/. — Agricuitural credit and credit facilities for .^oiall indust i ies. 

1. Ninety per cent of tiio people obtain loans I rom Nattukottai Cbetli 

ftruis on i)Orsonal security at a high raU‘ of intorosl langing from two to 

throe per cent per mensem. 

Ninety-live per cent of tlie masses dejive no beaebt from the money 
given by co-operative banks, Government and puldic welfare and co-ox>er*itive 
•iooieties. 

A sum of about 50 lakhs of rupees is necessary for ameliorating, at 

least to a small extent, the impoverished condition of the poor agricul- 

turists of this district. 

The miserable condition of our poor ixioplo soon Id be got rid of by 
granting loans from this amount to agriculturists alone at the proper 
season at a low rate of interest, by selling their produce through co- 
operative societies at a profitable price and by helping them with long- 
term loans for rei>aying unbearably big loans carrying a high rate of 
interest and with shorty-term loans for purposes of cultivation. 

Under the system now followed by the various institutions including 
Government, which lend money to the people, not even 1 per cent of 
the total population is l)enefited. The want of education on the part of 
^0 ignorant people who cultivate lands and the non-availability of 
funds to them at the proper time are responsible for this. It is only if 
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a very big movonieut i« btarUKl U> save Iho luauy tauiilieb of tm^riculturista 
wliich liave Ikxmi iiuiuoi-iitHl, lor goueratioiib during the lust two or thi'oo 
cjonturies, in debt euriying a high rate of interest on ac'f'oiitit of their not 
getting money until about six months niter the suhvnission of an appli- 
cation for tile same and on ae^ount of the inoiu'y available at proisent 
constituting a very small proportion to the large uiuount of debt con- 
tracted by all the people and if banks with a very large laiiitul are 

establLBhed and liberul-miiuitHl persons are either appointed or eh^cdoil as 

directors 11101*001, that it will ho possible to ixHlnce, in a way, tlie heavy 
debts incurred l>y the poor agriculturists of our t^juntry. 

2. On account of [loverty and the worry caused by creditors, the 

majority of agriculturists do not wait to sell the grains and other pro- 
ducts grown in our district till the time when they cun teUb a proper 
price and are mostly obligcMi to part with the expected outturn cm the 

threshing door itself. 

Only one or two <^o-upt‘raU\ c sale societies .loide llieir appest ranee in 
our district but disnppearcMl soon for se\eral rc^asoiis. 'I hose societies have 
now become a tiling of the past. 

Groundnut, wbicli is om^ of tlic iirincipnl prevlmts ol our district, is 
sold in several ^illages to [lettA cMunmissieii agcuits; and several middle- 
men sell it at a prolit and, like the leech, deprive tho ryots of the actual 
income which they can get from their produce. 

The facilities allorded by tiovernnieiit or pubhe insiitulicm.s fur 
iiitoriial and external trade are on the wliole very lea . 'I rude itself is 
in a helpless (Hindititni and is oM'illating bi'twecui luck and intelligence. 
With a view to earn interest or piolits, traders, iiierchuni.s and bunkers 
paralyse the perplexed ryots, iu omote I he iiiteresls cd the 

latter. 

With the excopliun of a few inllucuit ial meiui»e>.s, the majority arc 
not afldrded any lacilities. 

(jloveriinieut should render assistance in tin* matter ol collection and 
payment c»f small amoimts iitso even as they reinlc*!* assistance to some 
societies, recognized by them, in tlie mattcu’ of rcMiiitlance of luoucyv, and 
shoidd appoint more [ii cjjiagatidists and cause* tlie spirit of eo-operation 
to the spi’ead among the people. 

Jt must be said that hand loans are not avuilulile to ignorant ryots 
and, even if such loans are available, llieso lyot.s arc mined by the 
interest tjayable thereon. 

It would be better if tlie duty on bills is recliued at hast to half the 
present rate. 

In our di.stricrt, incucbants .sign, either jointly or’ wveraliy, imndis 
bearing Government stamps and get llieni (liscounled largely by bunkers 
on the security of their cicjcJit. 

Gilder the system generally follovvc.*!! at pr<*s:oit in le.spect c»j bund is, 
the people are obliged to incur j’(*peatt*djy and frCHpioiitiy the unneex^s- 
.sury loss resulting from tbc [layment of duly on hundis, since tJiey pay 
the" amount on the due date within the slioi t jmriod sjax ificMl tliercdn and 
immediately execute a fresh liundi again paying the duty tboroon uri- 
necessarily. Tlie benign Government should amend this Act so that 
the peoide may not 1 rc<|uciitly incur the.* lc».'%s rcrsulting from the payment 
of duty on hundis. It would bo liighly beneficial il tlu^ stamp duty for 
any amount that may bo raist?d i.s so fixed that it does not exeet?d four 
annas. 

The hundis executed by the people in fa\our of bankers are diacxiuntod 
in the Imperial Bank of our distric^t whicdi is a Govornmeiit bank, )*omo- 
timea in provincial lianks tiid at other times by the hankers of Northdra 
India. 

Busine8.s is carried on largely on the security- of railway receipts, 

There are no difScuities, 

1 do not know. 

1 do not know. 



3. In our dmtrict, the price of double crop wet lands, wherein paddy 
i*» cultivated, ranges from al)out lls. 1,000 to Us. 1,500 per acre. Iho 
price of single crop act lands ranges from al>out Rs. 80^3 to Us. 1,000. 
The value of dry lands irrigated by wells wherein wet crops, ragi and 
gai*den crops can be grown is about Rs. 700 per acre. The value of lands 
wherein dry crops alone can be grown ranges from about Rs. 50 to Rs. 200 
per acre. 

Reasons for depreciation in the value of lands ; — . 

(1) The emigration of the people of our country to other countries 
us a result of their losing interest in agriculture and the decrease in the 
profits of agriculture consequent on the increased wages resulting from 
the reduction in population. 

(2) The exi>ort of tlie cattle of our country to other countries and 
the rise in the price of cattle consequent on their decline every year on 
account of diseases and lact of sufficient pa.stures. 

(d) As the practice of using leaf manure for lands has l>oen given 
up for inuny .veai-s and as the yield of produce has gone down considerably 
on account of the neglect of the lands due to the differences existing 
lietweeii pattadars and actual cultivators, tlie lands have depreciated in 
value. 

An acre ol land worth about Us. 1,000 is 5,old for Us. I(X) to Rs. 500 
when it is sold in Cloveriiment auction for non-nayjiient ol revenue, for 
about Ils. *100 to Us. 4lX) when .sold in Court auction and for about its 
real value when sold in the ordinary way. 

4. There is no legal imiKKliment to mortgage oi land in our district. 
There are no agricultural banks in our district. 

The Government should , establish land mortgage banks as well as 
‘ limited bank ’ in our district by carrying on propaganda in several 
places and collecting .shares. 1’hey slioiild, with a view to help ryots to 
discharge the heavy del)ts contracted by them, constitute a fund by 
adding to the capital of the aforesaid joint-stoik banks a sum equal 
thereto, grunt long-term loans to ryots at a late of interest not exceed- 
ing 7f per cent per annum and thus lielp them to attain progiess. The 
aforesaid ‘ limited banks ' .slioukl bo under the patronage and careful 
supervision of the Government. 

I do not understand the other questions. 

5. The information asked for in this question cannot be given 
apjuxjximately. If the actual amount is required, special officers should 
1)0 appointed in the first instance k> gather the hgui’es relating to c'ertain 
villages in one or two districts. Unless this is ilone, the estimate cannot 
be reached even aj)pio-ximately. 

As the majority of the people do not nmintaiu accounts in respect of 
their income and e\i)euditure, they are obliged to spend more than their 
income. The average property owned by the majority of the people is 
not sufficient even for their maintenance. On account of this, the expendi- 
ture incurretl by the people on the promotion of education and on cere- 
monies and other occasions involves their families in debts which catch 
hold of them like a contagious disease. This is a thing v/hich can l)e seen 
everywhere in our country. 

The estimate cannot he reached unless special officers are appointed to 
(conduct enquiry in different places. 

It is only the Nattukottai money-lending banks that largely give loans 
at a h&h rate of interest. They deduct the interest from the principal 
in advance, collect penal iiitorc'st if the balance is not paid on the due 
date, pay a higher stamp duty in civil coui*ts, swell the loan raised to 
twice its original amount in a short time and thus subject the people to 
loss. 

Ye«. 

' The incentive will be lost. 
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6. There are no industries in mv district which can he carried on by 
agrieultnriste during their leisure fiours. 

No. 

Arrangements sliould l>e made for agrieiilturtsts iti diH'event pltti*es 
engaging themselves in making mats and * . . . out of dried grass, 
hemp, etc., manufacturing Immhoo articles and making from the coconut 
tree the several kinds of articles which ai’i* made in the Kerala laud. 
The Government should take steps to hold exhibitions everywhere in tMinnexion 
with Uie above industries and guide tlio people. The Government should, 
with a view to encourage the industrialists who do their work pjoperly, 
award prizes to them from time to time, apimint a special stall to develop 
this movement and render assisUince by means of grants. 

The industries rcferre<l to alK>ve are very ‘^ancient ones and are with- 
out the suppoi't of modern experts in science. 

7. Co-operative .societies and the Imperial Hank are not of much use 
to agriculturists. 

Short-term loans are not regularly availal)le in eo-opera(ive MK’ieties. 
For the last twenty years, the nnmlier of trust\V(»rlhy niemhers lias been 
decreasing and the loans have become overdue and have hec'ii incrcMising 
in amount. As the dues to the ('<»iitral hank hk* n(»t paid oti tin' duo 
dates, it does not grant loans to societies whi(*li (onsefpiently ccast' to 
tiinotion. 

Tt is only the Deputy Registrar of Co-operative Societies who sti]KU’- 
vises my district who is (ompetent to say anything about Ibis subject. 

No. 

No. 

This help may l^e rendered to genuine unions like the Tirtivannanmlai 
Union, that stand foremost among the societii's which started this co- 
operative Tnovenient in our district many years ago and fosterf'd many 
societies allied to this movement like the urban hank, sale society and 
firewood society and which are exercising caiefni supen'isioii over them 
and are attaining stability by doing their work in a lanitless manner. 

//.- -/ lufiffrurnift hnn khhj . 

1. The hanks and bankers in our district afford concessious largely to 
traders and are not useful to agriculturists. 

2. Money is available only at a high rate of i itercst and not at a lo>v 
rate of interest, 

3. The pioney- lending firms in the villages of nn district obtain money 
at a low rate of inteiest from the limited hanks aiul the Imperial Hank 
of In^a in big towms and lend the same in villages at a high rate of 
interest and thus ruin them. 

4. All the methods referred to herein are lienefa ial only to mereliants. 

5. I do not understand. 

6. Interest is now^ being paid at a rate ranging from 12 per cent to 

25 per cent. ^ 

A. The Government should help agriculturi.sts by enacting a law that 
agriculturists should pay interest for the loans taken by them only at the 
current rate of interest obtaining in the Tmp€>rial Hank in ptirstianef^ of 
the law enacted by Government. 

B. If money is availahfc at a low rate of interf*<;t, ngriciiltiirists will 
he greatly benefited and villages will pro.sper. 

7. No. 

No. 


Not intelligible. 
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It i« po««ible; becaug«, the Government may deposit their moneys in 
indigenous banks even as they do in the Imperial Bank and help them 
to attain progress under their supervision. 

Yes. 

There are no defects. But Onvernment siipervision is necessary in the 
case of every indigenous bank. 

8. As tiio education relating to the banking system is very poor in 
India, it would be well if colleges are establisluHl for impai-ting instruc- 
tion in banking, several experts are train wl cn commeiroal lines and 
propaganda is carried on everywhere for Ktrengthening the commercial 
movement to enable even !)otty mcrehants to understand the ins and outs 
of business methods and the secrets of internal and ioreign trade. 

9. The average profit and loss can be ascertaine<l if ah enquiry is con- 
ducted in respect of every indigenous bank. 

10. Indigenous banks do not have sufficient capital. Hut, owing to 
insufficiency of capital, they obtain money at a low rate of interest from 
big banks outsidi^ and lend the same at a high raU' of interest even to 
jiersons owning exttmsiv^e property and thus ovtobunlen them vith debts. 

11. Villagers will prosjier, if pr<»vinrial banks and cctitral banks lend 
money to othei' indigenous minor banks on condition ibat they should 
advance the sjinu* 1o tln‘ villagers at a small profit. % 

This may be done. 

Assistam^o can be rendered to indigenoiis banks by eo-operating with 
them and by some of the prominent residents ol the villages wherein 
branches are established heconiiiig inenibors of the \:lv'isi>ry Coininittees of 
those branches and offering sound advieo. 

12. No. 


No. 

* Limited hanks ■ and urban banks are generally very few in the districts. 
This is the ease even in small t-owns. If public banks like the urban bank 
are established in ev(‘ry taluk or at Icjust in o!Je or two taluks, the money 
available in the districts will remain in the res|»octive districts and benefit 
them to a largo extent. 

HI. — Investwriit hahit and attrartiari of capital. 

1. Silver rupees and curremw notes are the financial resources of this 
district. 

The amount should be determilied only with the help of experts. 

The people deposit a sinaU portion of their savings in post office savings 
hanks and a large portion in indigenous co-operative credit banks. 

There are not sufficiently reliable banks in the districts for the people 
to deposit their money in current account. 

Urban banks and * limited banks * can l)e developed if branches 
thereof are established even in small towns and conducted properlv so as 
to inspire confidence. 

The investment of money in gold and silver is common in India; for, 
on account of the poverty which has been prevalent in the country for 
niany years, the people are, in view of dangers and old age, investing 
their money in this manner for future protection. Though it is true 
that, if the aforesaid jewels and silver are in the shape of money, the 
wealth of the country will increase considerably, the absence of banks of 
good stability, which can inspire confident^e in the public, and of tJie 
belief that their wordly wealth will remain in the country itaelf, is alone 
responsible for this. 
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2. Only a veiy few perso^ are in favour of poatal caali ceriifioatae 
in our district. The poverty of the |>eopte and the low rate of interest 
payable tiieriHin are responsihh> for this. 

The neitmary tlrafi in this coiiiu?ctioli can Iki hud fnmi ea|)erieno«>d 
persons. 

The condition that depositors i*an withdraw their money only om?e a 
a^ook is indee<l a hanlship to people with a small immune, it will Ik^ ch>ii- 
vonient to poor people with u small income if facility for a ilhdrawai at 
least twicer a w<^<*k is affordinl to them. 

Govermnent otiicialK and people employed in films, who are in receipt 
of monthly pay, deposit their money in .savinjjs hanks. 

Yes. 

The people do not think tJiat the Goveniinont are coiiipetinp: with 
banks by the issue of Treasury Bills and postal cash oertificntf^s, 

S. I do not understand. 

4. 1 have no experience. 

T). Yes. CVminicrcial education and banking e<lucAtion are ver>’ poor in 
this country. The people have, for many years, lost the ineentive to deve- 
lop trade and wealth on aixomil of mere devotion to God, lark of adnea- 
tion and extreme pov€»rty. 

The Government can cause the wealth of the villages Ix' invesitHl 
in big prmluctivc un<iei'taking.H .sueh as irrhjatioii* .seheim^ of cHirporations 
and iminicii»alitie.s, ich are caleulattHl to promote* public good, by cann- 
ing on projmgaud' •oin time to time among the people through pampli- 
leis and Governii. c ollicials and by warning the p<H)plo not to invent 
their money in unproductive schemes. 

Kxcept to a few big liankers, the hranches of Uie Imperial Bank are 
of no use either to petty merehants or agrieiiltu lists. 

Kvoii wlieri the ordinary agrieiilturists or petty morchanis wish to 
deposit small amounts in the current account either in the hank or in it« 
firanches. tliese institutions invariably refuse to receive them. What 
assistarux* can this hank, wliir'li refuse's to render even this small help, 
render to the majority of the people and to many petty merchants! 


183 


•Apparently, water-supply. 
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Written eridenee of Rao Sahib MJEUKy. JAMPAI«A VSITKATESAM 
CHOUDARl Qarui I>eputy Sagietrar, Bellary. 


1^--^ Agricultural credit aud credit facilitien for emaU indusiriet. 

Tl)e Bellary circle conei«t8 mostly of dry areas depending on rain. The 
average agriculturist is of limited means. He obtains his credit by execut- 
ing promissory notes, or contracting to sell bis produce at a fixed rate or by 
the mortgage of his lands. 

1. (a) Expenses during cultivation may be classified as — 

(i) purchase of seed, manure, fodder for cattle and implements; 
(it) cooly for ploughing, W€*eding, baling out water for irrigable lands, 
harvesting, etc, ; and 

(tit) purchase of bulls. 

The present system of borrowing for expenses during cultivation under 
items (i) and (it) which are comparatively small, either in 9 oin or kind, 
is from the agriculturists or village money-lender or from the co-operative 
society. Borrowing in kind carries a higher rate of interest and is called 
‘ Nagu.* These small loans carry generally a higher rate of interest than 
loans of larger denominations. These short-term loans are sometimes obtain- 
ed on oral contract, or a Ivond. ordinarily not registered. C’lltivators of 
cotton are sometimes advanced petty loans by the agents and brokers of the 
foreign firms iti the district (Messrs. Hally Brothers, Volkart Brothers, 
etc.) on the undertaking that cotton grown would he sold to the firms. 

As to item (???) comparatively larger amounts are required for purchase 
of hulls and loans for this pur|>ose may, in addition to the above agencies, 
he had from the Government under the Agriculturists Loans Act. Small 
loans for purchase of seed and fodder for cattle nmv also l>e had undei* 
this Act. The Government loan carried interest, till recently, at 7J per 
cent, and now at 6J per cent and is repayable in 2 to 10 yeans. 

(h) For capital and permanent iinprovernenrs on land, loans are obtain- 
ed from the local money-lenders, the village co-operative society, if any, 
and the Government (under the Land Improvement Loans Act). Money- 
lenders advance such loans on mortgages and see that they do not lose hold 
over the borrower, by not enforcing repayments of the loan. The village 
co-operative society regulates the period of a loan with reference to its pur- 
]mse and the repaying capacity of the borrower, with a maximum period of 
five years for I'epayment. 

(r) For special nef^ls at the time of failure of nionsf)on, for land revenue, 
etc., the ngriciiltnrists re.sort to the village money-lender and the co-operative 
society, sources near at hand, while the Government help comes at times 
of famine for the purchase of fodder for cattle. 

With these sources, the method of borrowing and repayment van^, with 
rt'ference to the mentality of the lender and the borrower, the urgency ^jf 
the loan and the security offered, besides other factors. 

A village money-lender that advances a small loan on personal credit, 
either on oral contract or pro-note, presses the agriculturist to repay at the 
^auccoading harvest, when he cannot pay and obtains a better security (mort- 
gage) for principal and interest. More often, he secures the rx^ots^ produce 
on the threshing floor. His rate of interest ranges on small loans from 12 
to 36 per cent per annum and rarely extends to one ann'i per rupee per 
month (75 per cent per annum) and on large amounts from 6 per cent (on 
good security to an influential ryot) to 18 per cent. The feebler the security 
or the more urgent the need for money, the higher is the rate of interest. 
The money-lender’s covetousness for the borrower’s land and his desire for 
cniuing influence in the village lead to slackness in recovery of the loan and 
the ryot’s increasing debt eventually sets off the land against the loan. 
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A co-operative j»ociety regulates the borrowing of an agrioulturiei wilii 
reference to the purpose and the lepaying capacity and idlows payment 
out of hib income by easy instaliiieuts, the rate of interest being uuilortu. 

The Goverumeiit advances de|>eiid upon the security for loan and Utc 
requirements of the ryot, the repayment being aiiowod by small instalmunls. 

No loans are advanced to ryots by joint-stock banks or brandies of the 
Imperial Bank ol India, for agricultural purposes. For eoininerciul pur- 
poses, the imperial Bank issues loans to both traders and agncultiii i^U. 
The existing evils in the iinanciug system may be set right l>y adopting 
the following remedial measures: — 

d) Tile State may enact that interest over and ulwivo u 'spociluHl lalt 
shaU not be levied. 

(iJ) Jhe civil courts may bo made competent to excuse interest beyond 
a specified amount, regulated by the amount of loan and the period for 
w'hicli it existed. 

2. The marketable crops muy be mainly divided into two classes: — 
tO Articles for coiLsumption, and 
(ti) articles for foreign export. 


Tile illiterate uiul coiisci vat i vo agricuitiirist sells his pr uluce geijciiilly 
when he has uhligatioiis to meet, not knowing the advantages of good prices 
With a lair dealer, in tiie organised market. The marketing of the village 
produce mainly stands at present, in the bands of the village trader. The 
trailer gm*,s about the n illiige:> and attends the \vt*ekly shaiidi and makes 
Ills purchase in small ipianiilies. Me sells them to the bigger town mcr- 
eliiint in the \ iciniix who imsses them on to the e\[>oitcr or wholosule mer- 
chant. Each oi these middlemen, with their commission or proht added, 
turn.s the article.s ot lonsumption to the consumer. 

As to the articles lor e.xport, as cotton, groundnut, etc., the exporting 
lirms who can guage the loreign market, have the full advantage. Gene- 
rally the exporters oiiler into forward contracts with the wholosule dealers 
lor the sujiply oi a staleii quantity ol an article, within a definite tune at ii 
specitied rate, failing wliich the suppliers indemiiity the exporters for the 
resulting loss. The siqiplieis similarly deal with their small traders who 
advunc'e some money to tliem, if iieeeshury. The small traders more often 
advance loams without niterest, to the proclui^er sometimes boioro cultivation, 
on condition of sale ol ('n*ps raiM-d, or on the standing crops, at a speeilied 
rate and thus secure tlie jiroduce. 


The agriculturist sutlers tor luck of organ ixution and capital. The possi* 
hilities of ellectiiig sale of agi icultiii al piiKtuixj to toe advautHgo of the ryot, 
may exist only through eo-operutive societies. ,\ ixj-<jj»e»ative loan and aalo 
society may lie .started at tiie lieadqu alters of eacii taluk, aorving all co- 
operative .sfK-ietie^ in the taluk and to j>urchas<* prodaio even from a non- 
memlier agriculturist, to assure the agriculturists of u fair price and dtal- 
ing. 

Credit facilities uodcr this system for I ho Hnaricing of prcxJiicis now 
exijit through co-ojicrative loan and sale societies wdiich raise thoir nsju ire- 
men ts from the C^entral Bank on the basis ot share capital and on the p lodge 
of prodii(*€\ and advance loans on the pledge ol (iroduce to the agriculturist- 
members of the uffiliaUsI sin'ieiicfs to the exUoit i»f 60' |»er cent of tlu» market 
value and arrange for the advantageous sale of the produce. 


The other system of advaiu*es by private money -leiidetH or petty traders 
are ruinous to the agriculturists. 

3* The factors affect the value of land, among others are the follow* 
faig : — 

(a) The cause for alienattou, 

(5) demand and supply, ^ 

i (c) proximity to the Tillage, 
d) sources and facilities tor irrigation, and 
e) fertility of soil. 
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(rii« approKuuate value of an acre of land ia shown in the sub-joined state- 
ment:*'— 


— 

Wet. 

Dry. 

Remarks. 

Good tank 
river, 
ohann^ 
or other 
eouroes. 

Other*. 

Red aoiK 

Black 

ootion 

soil. 


ae. 

RH. 

ns. 

Bsi. 


(a) Sale in Govern- 

600 

400 

5 

101) 

Good advertisement, 

ment auction 

to 

to 

to 


— ordinarily lack- 

for non-pay- 

l.OOd 

600 

25 


ing — brmgb a fair 

ment of 

1 




1 price. 

revenue. 






{h) Sale by Court- 

800 1 

700 

fo 

100 

Owing to fe^ir of 

decree. 

to I 


to 

to 

claims and oios?- 


i,i:o() 1 


80 ; 

200 

oJaims, the value is 




i 

1 


generally less. 

Sale by private 

1,600 j 

850 

20 1 

16o 

. « 

negotiation . 

to 


to 

to 



2,000 1 

1 


60 

i 

8o0 



With the difficulty iu the ascertaiiuiieat oi ryotti of the occui^ants in the 
bhruiriyuiu or inaiu or estate villages, tlu? value of land lias a st*t-l>aek. 


4. The working capital of the proposed land luortgago bank may be at 
the outset compost of (1) funds from the central institutions and (2) deben- 
ture bonds; and when the banks gain conhdeiice, deposits will flow in of 
their own accord. 

liedeemable debentures inay be issued, the interest being guaranteed 
by the Government, on condition that the banks invest part of their funds 
in Government seimrities. The Government and a few, eletrted from among 
the debenture-holders, may constitute the Hoard of Trust. 

All the loans will be on moid-gage security and the working expenses 
may he provided for, by a margin of li per cent between the borrowing 
ana the lending rates of interest, the borrower being separately charged the 
valuer’s fees at the time of grunt of loan and at every pei iodical valuation. 

5. Except by close enquiry, an accurate estimate of the indebtedness of 
the ryots cannot be had. With reasonable accuracy, a rough estimate may 

liad by grouping villages in each taluk, with reference to the size of 
the village, fertility and productivity of soil, value of land and the nature 
of ryots and making detailed enquiries in two villages of eai*h group. 

As to the pui^ioses for which the debt was incurred and the persons to 
whom the debts are largely due, a correct statement is not possible without 
collection of statistics. 

The rates of interest charged on loans have already been .stated, and as 
to the method of calculation of interest, while the Government and the co- 
operative society levy interest on principal outstanding, a private money- 
lendei; diarges interest on the full amount of the loan and rarely allows 
repayment by instalments. 

Repayment of debt is enforced by recourse to arbitration, the village 
panohayat courts or civil courts; and co-operative societies have the exclur 
sive privilege of making a reference in writing to the Registrar whose 
decision is equally valid. 

An imprudent farmer, by lack of knowledge to produce and save more, 
may occasionally lose what he has and be a tenant temporarily, but it is not 
of common occurrence. 







6. In thus circlu, thu ^ubsidittry industries are shnc^p-iwriug, (uiuhly- 
weaving and dairying, in ilie cotton growing ai'eas the poorer classes taka 
to ginning and spinning ct)ltou. 

These subsidiary industries do not exist on a scale deserving of any extra 
capital. 

The circle heiiig a dry urea, %viih few' irrigation resources depending on 
irregular monsoons can haixlly c*oncede and rely on any subsidiary iudustry, 
aiU^ to agriculture. 

^A. 8 ilk- weaving in DharmavuruiU) bell und brass inotal-making in 
Uuipenta, combly-w caving in Kuditaui, slato-inakiiig in Markupur and 
carpet- weaving in Adoni and Kurnool arc earned on. The conditions do 
not warrant any extraneous capital. 

Weaving industry is gradually dying us tlieie is no inurket for tlte 
goods prodiH-ed, il a central cruporiuiu is eslaldishcil at tlu> I’ residency 
centre, and advances are made as soon as the tiuished products are received, 
the industry can lie revived. 

7. The District C'o-operutne Central Banks, Ltd., in the circle obtained 
uverdralts at |>cr cent lium the inipenal Bank <»l Jndm, Ltd. TIa* romes- 
sioii is very useful ior the eo-otierative institutions. The relations lietwcen 
the co-operative bunk and tlio lni[*eriul Bank are t'ordial. Co-operative safe 
societies are now issuing loans on the pledge ot jiroduce. Thougli tho same 
business is done by brunehes oi the Imperial Bank, no eonilict of interest 
has arisen in this circle. 


In regard to co-operative societies the iinuneial help from the f‘entral 
bunk depends mainly on the elheieiicy in work and punctuality in I'epayinont 
oi tile constituent siKicties. With successive bad sc‘asous, tho circle suffered 
heavily and the siK'ietiivs abound in arrears, the central bank lioing obliged 
to 1)0 |)essimistic and conservative. I Wider lavtnirable conditions, no difficul- 
ties exist. 

There is enough money available in co-operative bunks to moot the short- 
term rcMiuii cnn/iils ot the im‘mbi‘r>. But tlnuc is no dcmaiai Iroin 
us they are in the habit of getting such short-term Joans from tho village 
sowcars. The Begistrai has issued eirculai>» and iiistriietions to po])ularixo 
short-term loans recoverable from the next harvest. But the iiiemliors in 
Koveral cases are sticking on to their old pructict', and binding themselves 
to tho sowcars w itli the proniise ot selling their produce at a siieciully rodiu^d 
rate. One ot tin* reasons assigned l«)r this conservatism is that credit will 
be available w henever asked tor, w ith the sow ears w hile it i« not the case 
with the co-oporative institutions. But this is not true. 

Facilities are provided to get loans within the course of a day, if the 
memlM*rs wish to utilise the corues.sion.s afforded to them. Further propa- 
ganda appears necressary in this circle, in this respeef 

But the conditions are different in regard to long-term loans. Pi^opio 
rcHiuiro long-term loans for periods longer than the t‘0-o|>crative hanks can 
lend. The district hanks get deposits for perhals covering two to three 
years. While people nniuire loans for perimis extending from 10 to 2ff yearH. 
Long credit acioirnnodatiori can lie given only hy land mortgage banks. But 
there seems to 1>e no prospect of having any land mortgage bank in Ceded 
Districts where repayment of itiHiaiiiient is not certain, whenever there is 
failure of rain. 

In order to cnceiirage co-operative movement, it is iieiesMiiy to give 
further (‘on<*ession. ft will fa* helpful if debiuitures issued l),v (twijieraiive 
banks are admitted as trust securitii^s, if income-tax is (‘xenipted not only 
on pmfits but also on iit Mines derivtKl fnnn securities and inveatnieiits and 
the claim of a ctvoperative wndety is made the first charge on a deire^ 
holder’s property, after the claim of Goveriiinent is satisfi^. 



Written evidence of M.R.Ry. MUTHUVULAPPA MVTUAJUANDl 
RAMACHAKDKA BHUPAIHI Garu, Deputy Registrar, 

Vellore. 


/. — /iyricalt ural a edit and credit facilities for small indtutries, 

1. The Hgiiculturiht obtaini* hiiance in the foliuwing ways: — 

^ U) it 18 customary tor the bigger and the richer ryots of the village 

to ii nance the poorer and the needy. This system prevails for the following 
reasons : — 

{^a) The survival of ideas of communal life by which the villagers 
were bound together as a dehnite entity, 

(6) indirect ways in which the richer ryot will exjiect help foi‘ odd 
jobs from the poor man, 

{c) the rich man may have an idea of buying up the poor man’s 
land or anything which he covets, and 

{d) in certain cases the condition of the loan may be to buy up the 
produce of the l>urrower and hold it up fur an* advantageous market. 

'the loans giuiiU*d i»i this way are short-tenn loans ioj‘ agrit'Uiini al 
purpose's or lor special needs iike uie payment ot tlie laud I'eveiiue. Svumc- 
times long-term loans also are given when the ryot wants to build a house 
or to dig a well. The interest vanes from 9 per cent to 16 per cent and 
the securities generally taken are promissory notes or mortgages. Home- 
times w'hen the borrower is either quite helpless or ignorant no bond as 
such is taken but he has needs to uceex^f accounts maintained by his 
richer master. 

The defects in this system are — 

(1) The louder and horrower have no mutual interest. 

(2) The borrower dues not learn to be thrifty as he gets money for 
any and every purx>ose. 

(3) He (lo<;s not learn to be business-like as he implicitly trusts the 
accounts main tamed by the lender. 

t4) iNo distinction is drawn between long-term and short-term loans. 
Ill lact tliere is no i>enu(l fixed for the loan. It is a loan repayable on 
demand and the lender does not care to recall it so long as he gets high 
interest and the security is safe. 

(2) Thei'e are the jirofessional money-lending classes like the Chettis. 
Those are not born to the soil of the village. Their area of operations will 
cover a radius of a coiixiie of miles or more and incidentally they may* have 
some shopping business also. Their rates of interest are higher and their 
weights and ineasui'os are xiurposely made to defraud the customers. As 
they are men of business who expect a quick turnover, their loans are 
for short-terms and their securities are promissory notes or jewels. 

(3) More or less of the same type but more common in semi-urban 
areas are the Marwaris. Their interest runs up from 5 to 40 per cent and 
their securities are jewels and such other movables as are valuable and 
readily marketable. They do not wish to acquire the land or the produce 
of the ryot. They want their Hhylock^s interest. Strangers that they aie, 
devord of local symx>athies and local knowledge, they are veritable blood- 
suckers. 

(4) More cunning, yet equally dangerous, are the agents of urban 
traders and brokers of foreign companies. In their case thejr want only the 
produce of .the ryot, and they want it at the cheapest price. With this 
purpose they make such advances as are necessary for raising the particular 
crop, the condition being that the harvested produce shall be delivered to 
the broker according to his weights and measures. The ryot consequently 
has no alternative but to sell it to him at ruinous rates. 
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(5) In muAi n Tillase economy the co-ope^tiTo societies lieTe set up 
superior principles of controlled cr^it» associatiTo action, identity of intei^ 
ests between the borrower and the lender and a hi^ regard for the r>t>i’s 

caiiacitv to earn and nave. Their defeet*> the other aj^eioies 

are: — (1) tliey do not grant loom with the ntmoet {>roinptnea9, (2) they 
do not grant long-term loans, (3) tliey do not arrange for the sale of the 
ryota’ prodwoe, (i) good inemliers do not get loans when had members 
continue to be defaulters, (5) tlie associatire spirit has yet to l>e developed 
by intensive propaganda in co-operation and general education, (6) tnoy 
somehow cling to the idea of mortgage loans and thus landless men are 
excluded, and (7) communal jealousies and the attitude of the higher castes 
V>wards the lower castes limit the scope of the society’s work. 

Nevertheless a description of the first four agencies must show that in 
co-ofieration lies the lemcHly for agricultural imh*h(cdness. Of eoutsf. 
Government iiave taken direct action by a<lvanriiig takavi loan^. Hut thtsc 
are l'4>r a specific purpose and. as Mr. WidfT has cnmlusively proved, the 
ng«*ncy to admin istei- this credit has no inttO'i'st in tlie I'vot, TIu* work l»ec»)nu’x 
ixmtine and forms an appendage of the Heveniie Oepavtment. The Irnfa*- 
rial Bank confines its activities more or less io the nrhan ari'as and can 
never he expected to widen st'Ope so as to reach the ryot in the vil- 
lage. Th**re is not a single joint-stmk hank worth the nanii' in Xoith 
Arcot district whik' the indigenous hanks ami haidaos are not forking 
well heianse tlieir administration does not commami rontnlt*m(\ tlieir tcifu'^ 
ar(» high and thf\v are nu*ant mo'vtly for the iir’ian and sidanhan people. 

vSo far as these different agmudes are (‘oneerruMl. thmc is no (-o-oiulinution 
at |ires4'nt and with the spread <d the eo-operat iv»' nHO ionent no co-ordination 
seems to l>e necessary exei*pt that the Inpieriai Hank m:i\ grant sneh over- 
draft facilities to the district hanks as arc necessary. 

2, The ryot takes an advance for his agricultural expenses. Hut with 
the harvt'st his diffieultios are not over. Kat-Wr they hegin afre^sh. The r\(>l 
does not know the best market. He may nave no conveyance tci take it 
to the market. TiastlJ^ even if he goes there, the hiiyors conihine so cleverly 
that for all the trouble he takes he gets a in<*ngre price. Sometimes he 
has to leave it at tlie godowti of the middleman who undertakes to sell it 
at a future date. Tn the face of these dismlvantages the ryof not un- 
commonly sells it to a richer ryot who takes if along with his own harvested 
produce to the market. But this happens when fhe hitter has got the 
enterprise to go to a inarkef. He too is likely to Iw deterred liy the 
difficulties. Hence the most common metlmd of marketing the produce 
is to deliver it to the agent of the nrhan trader or company. This at once 
transfers the risks of the market to the agent and the ryot gets his priie 
freed from all ivorries. Wliere the ryof i.s already indehted to the trader 
he has no option hut to deliver it to him. But even wliere he frK»k the 
advance from a neighbour or the village co-operative society the tendency' 
is to deal with such an agent. 

• 'i' 

The disadvantages incidental to such a system ran he overcome only by 
building up a network of co-operative cre<lit societies and a ebain <»f loan 
and sale societies that will carry the prmliice to the terminal market. For 
theae pur|>ose« the following conditions have got to he fulfilled and their 
absence explains the failure of the co-operative movement in this dire^'- 
tion : — 

(1) The credit aocietiif>e must set apart a definitoi portion of their funds 
for short-term loans and likewise in the case of each individiml there must 
bo a sufficient margiii. 

(2) Such loans should he applied for in advance' on a forecast system 
and must be promptly obtained and disbursed in proper time. 

(3) When the prodte c has been harvested the produce should be taken 
to the loan and sale society and should l>e Htored there the member lieing 
given an advance on the security of the produce. 

(4) The loan and sale society must have a rat-proof and fire-proof 

godown. 

(5> Tf possible there must be arrangements in premises of the loflu 
and sale society to sift, winnow and grade the produce. 



(6) The loan and sale society may iteelf dispose of the prodnoe or may 
transmit it U) a central society at the terminal market, if there is no local 
market near at hand for the produce. 

(7) To facilitate thf'sc activities, (oiuinunicaiions mn.t he gmKl tiiul 
tfu* ijuk of the same is a positive hiiitlrance to trade now'. 

(8) The railways must also grant suitalde concessions, opening stations 
at market centres, building vast goods-sheds, augmenting tlie i*olling stock 
and granting conciessions in point of time and rates to agricultural produce 
marketed by associations of protlncers. 

Hut the chief <lilficulty is with regard to storage. Loan and sale societies 
have to maintain prot>er godowns. These are not easy to build. A fixed 
rate of interest must be guaranteed to the share-holders and dividends 
declared according to the amount of produc‘e stored. 

S, Value of land per acre in purchase by private negotiation— 

North A root district — 

Dry, Rs. 60 to Rs. 400. 

Wet, Rs. 300 to Rs. 2,000. 

The factors affecting tlic value* arc — 

(11 Sources of irrigation, 

(2) nature of soil, 

(.3) cost of laljotir-, and 

(4) facilities for conveying of the produce by road or rail. 

In Government auction and court sale, lands do not fetch any reason- 
able price. The various reasons being that wide publicity is not given for 
the sale and it is confined to the village itself, bidders do not freely go in, 
villagers are not in a position to pay off the sale amount within the stipu- 
late period — the villagers desire to avoid all unpieasaiiiuess- -tlio 
trouble of taking ^>f the land, subsequent to sales and lastly 

collusion among villagers to knock down tb(‘ l)i(l at Ibe lowest ].*i icc possible. 

4. There is no legal impediment to mortgage of land and agricultural 
holdings. 

There are al)out 26 land mortgage bariks in the ])roviuce and all of 
them are in the initial stage. There is no other bank for the provision 
of long-tonn c'redit. 

As regards the method of work of the existing banks they manage with 
the amotints secured by the sale of debentures and the share capital paid 
by members and issue loans to them for the liquidation of prior debts, im- 
provement of lauds, etc., repayable in 20 years on the security of their 
immovable property fr(>e from all encumbrances save those to he redeemed 
by the loan given by the bank, not exceeding 60 per cent of the market 
value of such property. Interest on debentures taken up by Glverpment 
carries ner cent while that purchased by the public carrie.s 7 per cent. 
The rate of interest charged on loans advanced by the hank is 9 per cent. 
The hanks float debentures only after obtaining the sanction of the Regis- 
trar of Co-operative Societies. Even though the working capital of these 
banks may he derived to .some extent from debenture bonds yet the central 
institutions sliould he their main stay. Government have already resolved 
to give guarantee for interest on debenture bonds. 

The following precautionary measures will ensure Government against 
unnecessary loss: — 

(1) Careful inspection and valuation of properties offered as securities 
and^.iiiV€Witigation into the title and assessing the credit of the borrower by 
responsible officers of Government. 

(2) Periodical revaluation of the lands with a view to procure the 
requisite cover in case of depreciation of value. 

(3) Debentures should have a floating charge on all the assets of the 

hank. 

(4) Bitiking fund may be provided for. 

(6> Debentures should be added to the list of securities given in section 
20 of the Indian Trust Act, 



* 
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Whether the land inort^ai^e hauka raine funda by fioatatidil of debotkltlMi 
or from central institniion^i it ahoitid W for 30 years carrying intorMl ai 
6J per cent. They slionld lend the amount to members for the same period 
at 7\ per cent. One j>er t'ent margin is sufficient to cover the expensea. 
The present rate of interest of 9 f>er itmt is too high and the period of 
repayment also is too short. 

5. I am not avrar© of any accurate estimate of the indebiedneas of the 
agricult urai classes in any village or any district or province. 

An economicnl survey of each village will have to he made by a respont- 
ibie officer with powers to asc<*rtain from each agriculturist ana his 
creditors the exact amount due by the former. Failure on the pert of a 
creditor t-o have liis debt so registerf*d should involve forfeiture of hit 
claim. 

Money rates of intere.st charged in the disiricte, that I have some knowl- 
*Hlgo of, vary from 18 to per (cnt. Ro far ns the actual cultivator is 
ooncjerned, grain rates are also charged wliieh works up to 45 to 60 per cent. 
Interest is usually adde<l on to principal at the end of the period stipulated 
for repayment and further interest is charged on the total amount thus 
arrived. 

The repayment of the debt is generally enforced either by taking hold 
of th<- produce ut flic harvest and fixing an arbitrary price or by otlur 
illegal means such as seizing of cattle. 

1 consiihu* that a certain mimhor of ]HM)ple who arc efficient fanners 
are h«*ing furruvl into tenants for a period or temintH-at-will ihrongli 
the process <if tin* enforioment of the old debts and the landed } rop< i » \ 
pawning on into the hands of creditors and this takes away from the actual 
cnltivaior the in<'cntiv<' to prodm^e more and iti an efficient and hotter 
manner. 

6. Some of the small subsidiary industries in existenco are-- 
(t) wool-spinning and weaving, 

(iO bamlKK) baske^making, 

(iti) coconut coir industry, 

(iv) plaiting of coconut leaves. 

(r) kora mat-weaving, and 
(vi) pottery industry. 

T do not consider industries such as rice-milling, cotton-ginning and 
sngnr-rebning can be carried on as a subsidiary occupation by any farmer 
or farmers in spare hours. Such indu.stries are usually run by urban 
capitalists devoting their full time to them. Other industries of the kind 
referred to above do not re<|uire any organization, except for the provi- 
sion •of cheap capital whenever necessary. 

A farmer having sufficient and different kinds of land such as wet, diT 
and garden can hardly have any spare time. It is only such of the agrf- 
cultiirints that do not possess lands sufficient for their cultivation or thoM4> 
that do not own various kinds of lands, that can 6nd leisure and this they 
devote in agricultural labour for wages. It is a fact that agricultural lal^ur 
is Rowing dearer owing to the emigration of this class of people to estates 
and towns in Mmrch of easier employment. If at all an agriculturist can spare 
time, he may profiiahly devote it in small industries such as sheep-reai^g, 
poultry farming, and silk-rearing (wherever the dimatic conditions permit). 
Such industries do not require any large capital. Whatever money is 
required may easily provided for by village cx>-operative societies initeh 
should also make ad^uai^ arrangements for instructing the fanner on 
improved and up-to-date methods. 

7. Co-operative banks do not f^erally have tranaaotions with the local 
ioiut-stock banks and indigenous hanks. Tn some cases however they acoaph 
the inveshnents of the local banker as fixed deposits. The Impefial Bank 
grants an overdraft on the strength of the collateral securiilsa (oo-iw>evaiive 
paper) lodged wi^ it by the central banks. This overdraft bmmt to 



rep«ym«iit of deposits and to grant short-term loans to socMiea. 
Ihere is no competition h^ween the oo-operative and joint-stock banks for 
the following reasons: — 

(1) Co-operatire central banks deal with societies and village societies 
with ryots. The joint-stock banks deal with big merchants. 

(2^ Co-operative banks advance for approved and productive purposes. 
The joint-stock banks advance for any purpose. 

(3) CJo-operative urban banks deal with poor men. The individual 
maximum borrowing power is low. The joint-sotok hank finances big 
traders. 

The Marwari or the village money-lender is the real rival of the society. 
The money-lender is hard to beat because (1) he grants loans with the 
utmost promptness; (2) he takes movables like jewels or pots as securities; 
(3) he grants for any speculative jiurpose; and (4) he does not make it 
n rule iTimI mm individual should he «irautecl nn]\ iimkIi lest others shoubl 
suffer. 

In addition to the existing financial concessions co-operative societies 
require assistance in the following manner: — 

(1) Extension of special exemption from income-tax to genuine co- 
operative societies. 

(2) Inclusion of debentures issmsl by proviiuial c(voperativc banks in the 
list of trust securities. 

(3) ^oans to central banks for financing the societies for cottage 
industries. 

(4) Guaranteeing of interest on land mortgage banks. 

(5) Permission for remittances at par for societies* money through 
post office. 

(6) The treasury does not receive sums loss than 11s. 150 for P.T.ll. 
This must be relaxed. 

(7) Exemption from profession taxes levied by local boards. 

(8) Exemption from toll fees to conveyance owned by co-operative 
societies for the transportation of their produce. 

(0) Ample subsidy for propaganda. 

The real trouble with the societies is their failure to make>a clear dis- 
tinction hoi ween shoi‘t-terui fmanoe and long-term finanoe. While leaving 
aside the question of really long-term capital to be dealt with by land 
mortgage hanks the societies have to grant loans for fairlv long periods up to 
ten years. For this, they must get loans from central banks at least for 
a period of ten years. This is not easy to obtain now. 

II. — Indigenous hanlnng. 

1. The indigenous banker takes deposits both on current account and fix^‘d 
periods ; gives loans for short as well as long durations ; gives money on call ; 
discounts and accepts hundis or bills for collection and issues hundis or 
drafts for purposes of private and trade remittances. 

2. Indigenous hankers finance ngricTilturnl operations — io.oy^s being re- 
coverable after harvest. They also advance loans for land improvements, 
purchase of land, plough, cattle, domestic requirements, etc., on pledge of 
jowtls or on pro-notes and rarelv on mortgages. Pettv traders draw small 
loqi^ on kanthu eysiem repayable at one or two rupees every e’^ening. 

Traders raise large loans from indigenous bankers for being utilised 
in seasonal trades and contracts. I do not think these bankers finance 
industries. 

3. (rf) Indigenous bankers draw hundis and bills on eaeli other and also 
discount and collect bills for each other. They also allow overdrafts to 
smaller baxikers. Every indigenous banker has an overdraft aooount with 
the Imperial Bank or in one or more of the other joint-sto^ banks. ' ^ey 
seldom have anything to do with oo-operativp banks. 
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fbe indigenous banker grnuu kmns generally on Joint pro-noU^ executed 

two or more clients. Intereeit is payalde on the expiry of the ten monihii 
if defaulted, it is added on to the principal on the Uth month and Inrtber 
interest is charged on the total thus arrived. Intoreat rang^ from 18 
to 36 i>er cent and it is invariably deducted in advance from the loan itedif. 
Small repayments are not accepted and even if accepted, no abatement of 
uiUnest allow Cil. Koiunval^ arc allow txl is sutistactory part pu.vuuuiLs 
are made before the stipulated period of ten luontlis. Ca^ ci'^ita are 
allowed only to fellow bankers on letters of credit. A richer banker gives 
a letter of credit to a smaller one authorieing him to draw on his account 
from a certain bank up to a hxed maximum on tlie current market rate of 
interest with or without time limit. Tins privilege is not allowed to any 
customer. 

ImligcnoUN Iiank<‘rs usually keep ^udicieiit cash. They also ojam cur- 
rent accounts with other indigenous bankers or joint-stoca banks in the 
ItK'ulily l<i tjiciiitate their dailv 1 1 atisiict ions. I'licy tua.> |javt» also tt» bor- 
row oc-casioiially trom other banks. 

Fixed deposits are received not at any specified rates of interest but 
at their own rates Uuctuating houi time to time winch is known as*%i>L-UL^ 

’ iu the banking cirrli‘s. (‘un*ciu lU'posit^ art* not gt'iierally acwjiicd. 
accepted. 

6. Pruiessional bankers charge only money rates of mUnast wdiich ranges 
fi*om 15 to 30 per cent, \ illuge sowcars and prosperous ryots charge grain 
rate?> vvhitrU work uj) to 45 to GO per cent. Exorbitant raUts such as 1 
anna xicr rupc^e tun month and grain rates working over tnnit per cent 
are occasioiiully charged, 

I dt) not consider any better oigiiiiization is pos^nble to bring down 
Mich rates as they depend upon the statu.H and ermlit of the borrower uml 
the emergemy of the ham. Inter(»st is high when tlic credit of the lanrower 
is low. The rt*ducti<»n of such rates may save? lln» agriculturist from 

undue accuiiurlatiori of interest and eventual ruin but it may not impi‘Ovo 
the standard of his living nor would it enable him to spend more on agri- 
cultural improvcinents. 

7. 1’liere is no prejudice again.st indigenous hunkers in my locality . 
They are Hulhcieiitly prutcw'tiHl in law. No facilities in*od Ik< extimded to 
them. I do not consider tin* ilealings oi these lutnker'^ w itii their cheuU»!o 
are <onduc*u*d on sound liuc»s. They very often take risks. 

9. The net return to the indigenous hankers on their <rapitul after 

making allowances tor losses, expenses, et(\, may he calculaU*d at 12 per- 
cent provideil lliat they are prudent. 

Indigenous hanks <lo not me t all demands for aeromruodution. They 

carefully examine the st‘(uiit> and assess tlu^ credit ol the borrowers l»efoie 
advancing loans. Even though they attach muili ieiportance to imrttOiiHl 
crecfit they generally restii(*t their traiisatd ions to the extent of their 

owned capital. 

Indigenous hankers tlo not keep thmt money idle, as the demand is greater 

than the supply. 


HI. — InveBtment hahii and atiruidwn of capilaL 

). Intensive enquirie>» into the ineome, wealth, cost of living, iudebied- 
noss, ete., of the people are necesaary to ftnd out the amount of additional 
oapital required. Tlie inatitutiomi for the encottragement of savings and 
investment habit are: — 

(1) The post o^ee rings banks and the postal cash certiheates, 

(2) the co-operative aocietiee, 

(3) iho nidhia, 

(4) joint-atock banks, and 

(5) (Government seeurities. 
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It mmt be Baid that these itiatitations have touched only a fringe of 
tlie population. The reasons are — 

(1) postal facilities do not exist everywhere, 

^2) co-oMrative societies have concerned theinselvos more with the 
granting of loans tlian with the encouragement of thrift, 

(3) the nidhis do not inspire confidence, 

(4) the joint-stock banks are situated only in towns, 

(5) general illiteracy of the masses — they do not know to operate 
U|>on current accounts, 

(0) they lack foresight which is indispensable for thrift. 

Oi>ening of more postal savings banks in post ollices even in the interior 
places and spread of education in the habit of saving will bring about a 
good deal of improvement in this respect. 

The Jioarding habit of the people of India lias been mostly exaggerated. 
Doubtless hoarding in the shape of jewels existed some fifty years ago for 
the following reasons : — 

(1) The state of insecurity and the general nervousuess in the country 
prevalent in the 19th century. 

(2) Want of banking facilities which compelled the Indian to con- 
sider his wife as his best bank. 

(3) The prestige which he could acquire by passing for a great man 
in a society which was still emerging from abject poverty, 

(4) Want of popular confidenc*o in banks due to the frequency of in- 
solvencies. 

This habit of boarding is not so strong now for the follow ing reasons : — 

^ (1) Settled Government which has restored confidence in investors. 

(2) Banking facilities have increased. 

(3) Trade has developed and fornLs a suitable outlet for surplus jnoney. 

(4) Growing social opinion that hoarding is unoconoinic. 

(6) The prevalence of artificial things which may pass for genuine 
jewels. 

(6) Diveision of wealth from jewels to lands particularly near grow ing 
towns. 

(7) Greater expenditure on the comforts of life as a result of the 
rising of the standard of living. 

Thus the hoarding habit has been greatly exaggerated. In the first 
place the rise in the standard of living without a corresponding increase in 
the means of income has left the people in a state of , economic bankruptcy. 
In the second place those who save invest their savings in land or in rare 
cases invest it in banks. 

2. The savings bank facilities are as a rule availed of by Government 
employees and such other persons with fixed income (people of middle 
classes) who hope to profit little from investments made otherwise. The 
speculating trader does not favour it. Agricultural classes also do not 
resort to such investments. 

The following ai’e the chief defects in its working : — 

(1) It is not useful for making remittances from place to place, e.g., 
money cannot be sent from Vellore to Calicut by operating upon a cheque 
presented at Calicut. 

(2) The rate of interest is very low. 

To attract other classes it is necessary that — 

(1) more post offices should be provided with savings bank department, 
and 

(2) the need for thrift and the utility of these banks should be widely 
advertised. This can be done by including it in the school syllabus for civics, 
in the lower class text books and by including it in the syllabus of training 
schools. 



There seeina to be no truth in the alleged charge that caali certilicaiea 
tend to check the growth of bank deposits. 

It may l>e said that fanners generally do not invest the money pnilitahly 
after their produce is ruarkete<l. The reasons are . — 

(1) Before the cultiv'atioii season the man w ill have borrowed at a high 
raW and what he gets he naturally pays hack to the louder keeping some- 
thing for his current use. 

(2) His agricultural ineouio is only ont‘o or twice a year. This is 
not calculated to develop a habit of thrift, l>ecuu.se thrift is an aiximred 
habit and can best bo developed through constant or |>eriodical exercise. 

(3) There are the recurring social or religious t^uemonios alien pricsi.'t 
and relativjis have U> bo fatly fed and gifts distribute<l. 

(4) It is admitted that Indians multiply without referciK*e to the 
moans of income. The Malthusian Law tliUK comes into force. 

(5) The surplus money is used in acquiring laiuU. 

(6) It is also used in hankering after iht? faLw comforts ot life which 
are so much in use in the western ise<l towns. 

(7) High class people have to sikmkI u grout deal t»n the otiucatioii 
of their boys and the dowry for their girls. 

Thus the actual cash available for investment in a bank or for Inly- 
ing valuable securities is very little. 

4. Cheques which tonstituio fiduciary money do not form an apprecialile 
proportion of the total circulation of the media of exchange in Indm. Tlieir 
growth depends upon the progress of modern hanking. It is only the com- 
mercial, professional and other wealthy classes who have regular banking 
accounts that make use of cb<H|ueM. 

AlKilition of stamp duty on cbetpies will bt^ largely upiueciaied only 
tvhen c‘ii(»<|Uos lind wide circulation among all (lasses of jK»ople. 

Wu'uacular scripts in banking will of course be of immense lu‘lp to all 
classes of jreople and w'ill greatly facilitate the banking btiHiness. 

5. f support the view that the liabii of lianking and the liabil of 
investment are not suflitiently wicUv'.pread in India. 

Want of banking (njneation contributes 1<> the slow i/rowtli. 

Considerable propaganda w-ork and teaching the poo]»le the habit of 
saving and the inve.stmeni of capital now uiqirodiictively used for [>r(Ml!ic- 
tive enterprises can direct thcj capital into right channels to promote agri- 
cultural and industrial prosperity. 

Opening of new branches by the linp<nhol Hank of India has attra/‘ted 
the capital to some extent and promoted tlio habit oi saving and invest- 
ment.* 

It has lieeri ustdul in the towns but only to a limited extent for the 
following rca.sons ; — 

(1) The * formalities in.sisted upon by the Iin|KU'ial Bank, 

(2) the low’ rate of interest. 

(3) the idea that the Imperial Bank is only for the trading claaoes, 

and 

( 4 ) the sporious advertisement of the local money-lender, 



Written eridenoe ot M.S.Ry. £. S. PBAKASA EAO 
Sub'Deputy Begiatrar of Ck>-operative SooietieA KurnooL 


General. 

Tiieio wore bocioties of all typcss in the Kurnool district at the end of 
tlio year 1P2B-29 having total ineml>erbhip of 12, (>.‘31 which gives an average 
of d7 jijojnlxjrb X)er society. When these hgures are compared with the 
number of villages and the population in the district which are 86S and 
914, bUb n^pectiveiy the cooperative moveincnt may be said to have touched 
only the fringe of the iJOi>ulation. There are 315 agricultural societies 
having 9,496 jneinl>ers on the roils on 30th June 1929 with a total workiiig 
capital of Its. 9,00,110. The first society was started so long ago as in the 
year 1909. But the inovenient has made only extremely slow' progress. 
This is attributable to the following causes; — 

(1) Tile co-opcMUtivc* rate of interest which is 9^ i>er cent is higher 
than tlie ryot generally gets in the villages. 

(2) Want of human material in the villages having [»atriotic imxiulse 
to run the societies without gratuity or with a small remuneration. 

(3) llllterucy of the village population. 

Jjumf-tenn criulit, — If a review of the co-o]»ci‘ative loans is made it Js 
seen that out of Its. 3,49,880 disbursed as loans to members, a sum of 
lls. 2,03,242 was lent to jueu]l>ei.s for paying off x>rior debt during the 
year 1928-^29. This works up at 58 per cent of the total loans. This state 
of affairs of borrowing long-term loans continues whatever the real X)urx>ose 
juigiit be. 'I'lie' ryot is prone to the habit of borrowing long-term loans 
instead of sbort-teriu loans for fear of bis liquidating the debt within a year 
in case his crops fail due to the failure of monsoon. Though the ciops do not 
fail and the ryot secures good xiric© for his erox>s he does not like to make 
an advance payment of the yearly instalments of his long-term loans but 
spends his surplus for unx»roductive x^tirposes such as heavy expenditure in 
ceremonies or building or extending his house or cattle-sluHis. But this 
cunuot be in the ease of weH-conducted so(;ieties. If it is possible to start 
et*-operative or joiiit-stock banks with facilities to giv’^e long-term loans up to 
10 years period for a group of villages, say, 10 or 15 villages with a number 
of paid workers the ryot poi>ulatiou could be easily benefited. A bank 
having less than a working capital of Bs. 3,(X),000 may not be a success. 
If there is a niaigin of profit of lls. 1-8-0 tier Rs. 100 per annum there 
would be a total profit of Rs. 4,500 or Rs. 375 x>®** month. This afiiount 
may be sufficient to run a bank with success. The lending rate should not 
be more than 8 x*^*' No long-term loan should be advanced without 

having immovable property as security. The amount advanced should be 
not more than one-third of the value of the property that is mortgaged. 
The ryot should be giv^en facilities for borrowing short-term loans. He can 
be given an overdraft with i per cent higher rate of interest than that 
for long-term loan and the security that has to be offered is landed pro- 
perty to the extent of three times* the amomit of credit given to him. 
Privileges to the bank for collecting the overdues summarily should be 
given. 

There are no fruit gardens in this district on large scale. If long-term 
credit is brought within the easy reach of the village ryot, coconut and 
mango and other fruit gardens will be raised in this district where there 
are water facilities. Wells can be sunk at places where water is forth- 
coming under ground. 

Payment of Government hist in one himp in the last instalment of 
the hist season. — Provided a bank guarantees the payment of the kiat of 
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Mrtain individuitls in one lamp the laet ki«t instelment tnej be ellow* 
ed ae the time for payment of kint in one lump to theae mdie^nale* 
By this conceesion the Government would be helping the ryot in holding up 
his crop to a time wlien he gets favourable prices. 

Marketing co^pernfive produce. — The important commen^ial crops in 
this district are groundnut nnd cHitton. Enquiry in the prices of groundnut 

several stagea made by me re<‘ently d<M‘s not sliom* that the ryot was 
at a disadvantage for want of facilities for having joint sale on this 
commodity on large scale with a big importing house instead of selling 
away his produce m retail. The rjot is generally fond of staking his crops 
in his own house and selling the same at his own indiv-idunl discretion 
instead of entrusting that huHiness to otUe!*s. 

Methods of ^upplemcntiug ihc income of the rt/nt and of improving hin 
nfandard of titling. — Introduction of purchase niul purchase and sale societies 
in each village affiliated a c'entral institution to lie lo<uited where 
the co-operative or Joint-stiKk hi\nk is situated can pave Vhc way in making 
yarn and w^eaving cloth in each village. As this di8tri<t produ(H*s cotton 
there is no difficulty for supply of the same to eiuh village, Wlien the hands 
of the rj’ot are frec^ from agricultural work in non-agricultiirul seasons he 
can advantageously engage himself in preparing yarn on his cliarka and 
send up the yarn to a central institution which in its turn will supply the 
yarn to weavers. Weavers may 1 k^ paid daily wages for picpanng cloth. 
The ryot may ni that case pay only weaving charges for having his yarn 
made into eloth. The ufiki'i^p of this cottage induslrv depends on the 
willingness of the ryot to hecorne a weaver in nun-agricultural seasons. 
Every’ ryot is apt to learn a profession at the time of his boyhood, hut 
not after that stage in life is over. Tf hoys are trained in weaving in the 

village .schcKils they will surely take advautage of that art iu their after- 

life by resorting to weaving in non-agric'uliural seasons. If women employ 
themselves at charka for preparing yarn, men can advantageously engage 
themselves in u'caving. All surplus chdh may ho exportml to iirhan areas 
if a demand is created for clotli. The k4*.v of succtvss in an institution of 
this kind lies in organisation, and hcavv t ransaf t ions and close supervi- 

sion hy a paid staff. Half anna coinmissicn per y)»rd to the central insti- 
tution — you may ('all it as central purchase and juirchasc and sale society 

having juri.sdict ioii over 10 or 15 villages with the eieii}»crat i ve <!■ joint- 
.stix'k bank tarke^l on t(> it for tin* purpose' of snpervisl )n may bring a lot 
of money to enable the central in.stitution to su|)ervise individual village 
purchase, purchase and sale socicUcis and to rnn them with succf*ss under 
a paid staff. The village ryot will not grutniilc that ho is rcH'civing less 
wages for making yarn or cloth hocau.se he is satisfied with getting some- 
thing without keofnng himself idle and earning nothing at all in non- 

agrif ulturnl seasons. 

Small nuhMuliary indu^trie^ allied or .nnpplemental io ngrieulture exht-- 
tng m thie diefrirt. — They are generally dairy-farming and wdtofi and 
groundnut ginneries for these two latter commodities have arifMUi in the 
district as the district produces them. These institutions do not suffer for 
want of monev to run them as rich landlords generall.v undertake them 
either individually or collectively. 

Dairr-fariQing is not done in a large scale though there are facilities 
»n this district »a it ahownds with forest and pasture grounds Ghee is 
eKjKirteil to distant places from this district, Tn those villages which have 
forest pantdiayats and facilities of pasture ground each ryot family can have a 
she-huffalo of gofnl breed. T,^a1 she-hiiffalos are not so gotWl milk produc- 
ing animals as Gujarat or Flind breed. Tf .a ryot is supplied with that breed 
and interest at a low rate *s charged for the amount lent to him and large 
pasture grounds are taken vi>eciallv for the graxing of these animals, the 
industry of dairy-farming will thrive immensely. 

The meihodn of necnrmg working enpitnl for umall mdu»Me/t,—FanSn 
for small indmtrtes may he got hy encouri^ging thrift habit of tile ryet. 
Funds for a central eo-0|wirative or joint-etock hank for a group wIltagfNi 
to enahle it to issue long-term loans may not he forthcoming aa lotig-torm 
deposits are not available from a rural area. But it is poaatble to open 
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institutionB on the nidhi i»yi»teni or to introduce homesafe deposite and to 
collect bavina^ in each village and to t^end the collections to a central insti* 
tution. If the thl-ift habit of the t^ot is encouraged, lump amount is g^t 
every week into the village institution and again that institution in ita 
turn can deposit the amount for a fairly long period in the central insti- 
tution. In this way the central institution can get deposits from the 
group of villages over whifh it has jurisdiction. 

A network of institutions spread over a certain area limited to a group 
of villages doing work in this direction of thrift, credit trade, joint pur- 
chase and sale and afBliated to u (H^utral institution wliich is financially 
able to maintain a staff to do close and intensive supervision over the small 
institutions will not only bring economic salvation to the rural population 
but also be instrumental in giving to it a l>etter standarij of living which 
may result in tho acquisition of letter physical health capable enough to 
resist clisease^^. 
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Written eridenee of M.E.By. B. 8. BAlinX>OB Ayargal, B Com., 
Sub-Deputy Begistrar of Ck>-<^6ratiye Sooietieo, Bellmry. 

I . — Agriculturfil credit and credit /aciliticn /<>r small iiidiusfrics, 

1. The village agriculturist has still his strong temleucy to obtain 
finances from the local sowcars for (1) expenses during cult i vat ion, (2> for 
capital and porinanent improvt^ineiits and for other siHK'iul uwhIh, e.g., 
failure of monscKui^ for land revenue, etc. This is due to the ever a<XH)mnio- 
dating attitude of tin* village sowcars in time of iictKl thoiigli at an exorbitant 
rate of interest. The rate's of interest tm advancHxs for cultivation expeiiKOH 
and such other .short-terin loans repayable aifter the bai vest are considerably 
liiglier than generally in the <'asc of loans for capital and permanent iniprove- 
inents. The nei»d of the village agriculturist for short -term fmsutex^H every 
year is keen and his anxiety to se(‘ure local money just at the moment 
hf» retjuires (f<jr the latUu* gemoally thinks about raising money at the 
juonuuit iHXj Hired) lor f<*ar of losing his < i‘ops at great disadvantage, 
is generally taken advantage of l>y the village sowcars who judge the wStars 
of tho person and demand th(^ rates of intert‘st. The rate of interest for 
short-term iinancH-s is generally 12 to 25 per cent (hargcsl a<*(‘ording t*> 
the status and iiifl.uen<s* of the horrower. The village sowcar never dis- 
appoints the ryot in financing and so the faith in the nuuly ohiigaiion of 
the village sowcar is still unfettered. The rate of interest <*harged on long- 
term credit is generally from 1) to IH per cs'ut ac<M>rding to tlie property 
qualifications of tl»e horrower. The horrower <hH's not find si»c*h a roiuly 
iietH)m in oblation for long-term credit ami he generally has to experience 
some difficulty in Hnding j)crson.s t-o aicoininodale him. The village sowi’ar 
who has tasted the advaiii^ige of short-term iiedit whic'h revolves his 
money often and enlarges his income is not generally iiu^lined to invest 
on long-term ciedit unless he has special advantages or persuasion to do 
so or unless he has (‘Upital over and above his short-term investments. The 
care taken hy the sow<ar in long-t<u‘m investment on borrowers is (xmsi- 
derahly much and unless lie is in a position to hnrgarn to his advantage 
ftersonal obligations on the part of the borrower or he trusts he is in a p<»si- 
tion of scx'iiring the properties mortgaged in due course, he will not gene- 
rally oblige the long-term needs of his clients. The w'curities for long- 
term credit are sound generally, lie they personal or proiverty siHuritieH. If 
there is <*on.siderahle difficulty for the ryot in getting long-term credit at 
reasonable rates of interest the sow’car does not generally insist on any 
security for short-term finances csnecially for advances for cultivation or 
other short-term agricultural needs though in some cases agreements to 
dispose of the expwted produce on the part of the horrow'er at a pnrtlculnr 
rate or the market rate at a partieuhir time are ohtaine<l in coasiderntion 
of the moneys advanced. This is due to the confidence and vigiloiu'e exer- 
cised* hy tho ROW'car on the expecrttMl haiwest, hy which his demand •» are first 
met hy the horrow'ers in preference to all other demands. Thus the village 
sowcar alw’ays earmarks the demands for his money first for short-term piir- 
I>oseR and tries to merge his surnlus capital in long-term credit. Once n 
village sowcar gives lopg-term loans, he is not porticular to insist on 
punctual repayments for, he is satisfied that so long as his securities are safe, 
he need not bother himself with either principal or interest or hother the 
agriculturist which position the latter feeds happy until the situation grows 
worse and he is threatened with litigation. Other than individftal sowcars 
and a eo-operative society here and thero. there are no indi.gcnous fumks 
or other joint-stock hanks in villages. The c^o-operntive institutions which 
are generally manned bv honorary persons who do not run societies efficiently 
in the manner they shcnld. generallv lack in Hecurity and erithuHiasm to 
arrange for the free flow of money for the agricultural shor^ -ferm pchhIs of 
the ryot and if at all they at any time get money from thc» c-entral hanks 
ill the name of either short or long-term loans, the amounts are purely 
ahoorhed for long-term credit, as the borrowing ryot know's the position of 
the soeietiea and only wants to use the society’s mon^s for sooh long-fem 
purpooea for which he has conaiderahle difliculty in raising credit eltewliiri^, 
either In the village oy in ita neighbourhood. The readiness with which 
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•hort-ierm* credit is available from and the patience on the part of the 
village sovcar to allow considerably^ more time to his long-term debtors^ 
though to the latter’s detriment, attract the agriculiunsts, though they get 
at a cheaper rate of interest in HO(.*ietiefi where thejr cannot get snch oon- 
ceaiions. This failure on the part of the co-operative societies id attract 
the needy agriculturist is due to various reasons. Firstly, there is no paid 
servant in the society to )>e held responsible for not doing his duty honestly, 
becondly, the societies are not generally composed of persons wlio are all 
such aa would make the cautious agriculturist feel sure, that he ne<*d not 
fear the unlimited liability. Thirdly, the present condition of the societies 
IS such that those who are indueiitiui or powerful can meet their 
requirements even over aud above their needs thougli others cannot sotoire 
even for the bare requirements. Fourthly, the want of education and the 
enthusiasm to remedy the defects in WKoeties, and to use them properly 
to the advantage of all, is soon almost <'ver>’ whore, 'as tlie sociotias, though 
* in name democratic, me manned by either too powerful or too inielJigeni 
persons, to get rid of whom, there is considerable practical difficulty in the 
village. The agricultural loans given by the Government have not sufficiently 
attracted the rj’oi and it affords only long-term credit and that too on so 
many recommendations and there is considerable fear that the amount in 
full does not actuallv reach the borrower. The part played by the Itnpet*ial 
Hank’s branfdi at Itellai*>' to afford short-term credit on pbxlge of pro- 
duce, c^tc., has attracted n few of <he cMlncat<Hl classes in the neighbourhood 
of the bank’s seat. But the activities of one hank, one or two in a cl!strit*t. 
outside tho village is not .sufficiently attractive to the vdlage ryot and So 
hif> progress or doom has licen .scalt*d in the hands of the local money- 
Jenders. It is very hard to give any correct idea of the lotal amount of 
capital required for this district for various pniposes of credit, hqt so far 
os I can judge, it wdll he not much to say that 30 lakhs of short-term 
capital and one crorc of long-term capital may lie necessary to free every 
ngrieultnrist from his outside obligations provided that the agency through 
which this capital should rea<b the individual ryot is honest and impartial. 
The pronlem as to wdio this agency sbouUl be to take the responsibility for 
the just distribution of capital and for answering the Government for any 
irregularities for wdiich the agency is likely to he punished .seriously, is 
quite vexing. Tn the interest of the ryots, and in view of the mighty 
elements prevalent in the villages to combat outside credit, and to wreck 
the democratic in.^Hitutions through the individual selfishness, it is sug- 
gested that some paid agency of integrity and honesty sdioiild he placed 
in charge of five or six villages and their societies with some ]»owers to 
combat the local hostile and pow^erful elements in the villages and see that 
free flow of money I'equired from central hanks to societies and from .socie- 
ties to members is properly regulated. .\ny amount of money spent 
through non-official agency cannot satisfy the object in vlew^ so long as that 
fear and responsibility seen in Government servants is lacking in others. 

2. The principal crops, especially commercial crops, raised in the district 
are sugarcane, cotton and groundnut. The other crops raised are rice and 
cholam. The latter two crops are disposed of by the producers to the 
capitalist merchants in taluk and district headqiiartei’s who dispose frf the 
same by sale to consumers with their margin of profit through their com- 
mission shops. The conuuercial crop.s raised have to pass tlironarh a number 
of middlemen before they are exported out of the district. Tlie moneyed 
middlemen engage themselves through their personal effoi-ts and through 
brokers to buy cotton and grhiindnut in the villages only in the season on 
ready-ononey system. Tn a few ca.ses, advances on interest are given to 
producers even l^fore the produce is sold so ns to have ])ractically a lien 
on the produce at the time of sale. The dalal agents make their own 
proflt and dispose of the same after getting groundnut decorticated or 
cotton ground to big companies such as Volkart Brothers, etc. Tn most 
cas^ before even this sale is effected, the jirodnce is bought by the gin- 
owners who are themselves also capitalists. Some of these gin-owners pur- 
chase tho groundnut and cotton and af tor decorticating and ginning the 
produce respectively, dispose of the same to the exporting companies through 
their brokers, Tn a few cases, these ginning fa^rtories /inlv decorticate or 
gin the produce and charge the producers for the cost of lnl*our witlmut 
put'chasing the same. Tn such cases also, the produce is ?old t4> exporting 
eompaniea through their brokers. The exporting companies who pvm-hase 
the stock as per quotations from their metropolitan and coastal head officer 
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uiiiinutely export the s^aiuc to their cottntul UrauchtAh per lUrectious i'roiu 
their head oikm, Witli regal'd to sugarcane, theae 6old to the capi^ 
talii$ta or hrokei'H who ia their turn pass on the goods to the owners of 
v'lushing iiiills who make jaggery out oi the produce. After the jaggery 
is prepared, it is cxporteil through the sinuiar ageiuies as in the case of 
cotton and groundnut, tli© difference iieiiig tluit the fiersoas dealing tvith 
jaggery are entirely a different set ol capitalists. Tiius it is seen 
that enormous profits are earned by the various uiiddleimii at vaiious 
stages before the stock is e.vportcKl. 1'lie i»robt so earned by tho 
laiadtenien may lie at the rate of I anna i»er rui>ee. fhe poHsibilities 
ol forming jnxiis and of co-operative effort ni niarkctuig protfuoe, 
mean the creation ot u strong financing institution witli a net- work 
of branclies managed by tecbriically skilU‘il and honest men (bronghoiit 
the district, all of paid service. TJu* opposition of the capitalists 
and of big capitalist companies is too great to withstand and the huancing 
institution must l>e prejiari'd to shell out lakhs of rupees to the relief ol 
lijc needy iiroducer who cannot afford to await with his pr<Hluce till tho 
market turns luvoiirahl© to him. Then* must ho one honest working elo- 
meut at least for each five or six villages who should he able to educate 
tho producers and to arrange for the .sale of his goods tlirough his branch 
at c-onsiderably more favourable terms than the brokers. Money in large 
sums must l>e supplied to producei*s at any moment they may itHpiire. The 
t>urchasc of .stock at rates reasonable in villages having regard to the mar- 
ket fluctuations, needs to Ik* munaged liy eoinmercially trained persons and 
their branches and c*entrai financing institutions should also lie in a posi* 
tion to entirely eliminate the iniddlenien liy taking then place* with a nomi- 
nal profit. This means a very costly and efficient management of both 
finances and the U'chnical trade activitio.s and unless the Government takes 
up the [losition, no other body or individual could tackle the managemoiii 
with luuiesty and success unless the latter is l>aid and uiuU*r (ioverii- 
ment control. Tho loan and sale societies in tlie district now advance 
moneys to members and hold out tlieir prcxluce for a (favour.ihlc) market rate 
i»\u the position of tho proilucor and Uio oonsumor has roinainotl ail tho sumo 
and IS iMiund to Ik* so, unless the various middloinen in ^^arious stages are 
removed and exjmrt on a co-operative basis is arranged. Since the export- 
ing agency is always a middleman he bus got good facilities ns far as inter- 
nal trade is concerned, now that the Imperial Hank of Lmlia and the co- 
operative lentral hank receive l)il]s for collections and receive remittance's at 
a reasonable discount. riie Imperial Hank of Jndia ulvjincc's money on 
a large scale to ryots on filedge of pro<lnce and rix'over tin* same from tho 
sale-prcK*eeds with interest. This has not been possible in all villages. A 
blanch ftxi* each five or .six villages means actual relief to the ryot so that 
lie may wait till he could fiml a favourable market. A co-operative society 
entirely managed liy honorary non-official workers has not l^eeii useful so 
far in this dircMtion. To make the village co-operative society vtork as 
ctfieiently as an Imperial Jiank hrunoli means tho employment of aucli 
ioehnically qualificKl men in the village scM ioty and a strong head oc|ual to 
tne technical skill of a branch agent, (hulei such conditi inn, a cO'Ojieiaiive 
.society will not serve only as a village brunch for agriculture and ofher 
nuance hut also an active agent for the purchase and sale of village pio- 
duce. The existence of such ideal institutions in villages, and other 
fcclorations for their C'umiiion welfare. g(K?s a greiit deal to iiriprove tho 
iiiteriiul and foreign trade anti reiiiittants's of money' hy the extemivB 
UM' of hills, chetjues and oilier negotiable instruments, i^ending tho atrue- 
lure of this village |>opuIar liaiik, advantage of the negotiable jnstriimenta 
and the hanking facilities, are f>eing realized hy the capititlist middlefiien 
in urban localities in order to promote their own internal and foreign trade 
activities. \ny amount of reduction of duty rm negotiable iiisirumenis 
will not extend the use of the same to the yillug© agriculturist and tmprovo 
Uh rural c-onditioiis ecsmomically hut it will l>e a fiirilier source of profit 
to the capitalist middleineii. 

Hundis emanating from this locality are bold hy middleimni generally* 
They are rarely duKsiunted in a provincial cjeiitre. The system of hundia 
though prevalent and extensively in use in the countr:% it is now only 
monopoly of the fewr capitalists with the decadence of the equai diatribittioii 
of ir^th and joint trade ventures in Tillages. As regards th« of 

pledging various kinds of instruments of ownership of goods mud 
em^yd for raising money daring the course of mirketing^ it can ht lild- 



to be rare in uee here. li> villages such urgent r!enian-is from influentiat 
afid desirable persons are mot without security^ only on oonfidettce while tu 
the town instead of the instruments of ownership, tangible security in the 
shape of jewellery and gold is generally insisted upon, in the former case, 
it IS the confidence that raises credit while in the latter, it is quite the 
reverse that w'ill not make the capitalists give enough value to the instru- 
ments of ownership. 

3. The value of the land i)er acre uhich is used for raising the dry com- 
mercial crops ranges from Its. 40 to Hs. 200 i)er acre according to the nature 
and fertility of the soil while the value of laud per acre which is used for 
raising wot crops such os sugarcane, rice, etc., ranges from Its. 300 to 
its. 1,000. The important factors that aHec;t the value of land in the 
Jtiarket are — 

(1) fertility of soil, 

(2) rainfall and irrigation sources, and 

(3) the proximity of the land to the places where cultivating tenauts 
ai*o piH3x>ared to take up tenancy. 

The value ol laud in jnirchase by private negotiations is generally higher 
there being long and complicatcHl negotiations lo the ad vantage of both 
the purchast^r and the seller, while the value of land purch is«xl on the event 
of sale by cither couii/ decree or Government auction for non-payment of 
revenue is in many cases undeservedly lower. The failure to raise credit 
by the owner U) avert such contingencies, is generally taken advantage of 
hy the few capitalists available in the particular locality in which the land is 
situated. The capitalists wdio are abroad are not anxious generally to pur- 
chase unless under special advantageous circumstances when slight competi- 
tion may bring aliout the sale price to a reasonable rate. The local sowcars 
in villages being few and thoix) being amicability between each other, gene- 
rally avert ail competition unless the particular land is siiecially fei*tiIo and 
yields at least a bout oiu'-hfth of su(‘h sale pricx^ annually. Even with this coin- 
j>etition between village sowxars none of them go to the extent of raising 
tiu sale pri (!0 heyomi the imsonahle market rate as there is geneially a 
tendency among sow cars in not withstanding competitions ce en to the 
extent of reasonuhle sale juice. 

4. WitJi the scanty rainfall, year in and year on and the few’ irrigation 
sources uvailafile the land value in this district is considerably lower in 
most parts and ibe fertility of the soil is generally impaired hy the ambitious 
ow'nei*s who raise the commercial crops such as cotton anti groundnut ai.d 
do not in turn suihcicmtly s]>end to maintain the normal fertility of the 
land by means of ugrieultural mauiire, etc. Duo to the above uncertain 
conditions, there are fieqiicnt finctmitions in land value in the market and 
til© scheme ot land mortgage hank is not tried in this (iivtriet. The general 
appreiiension of the fall in land value whic h is regulated by >o many untx?rtain 
lactors impairing the securitv is not likely to attract sufiieient longterm 
investments for over 2t) years in the sha|.e ot dciheniure piuchases. 7'his 
practical difficulty has long been a subject of deep concern in the Cn- 
ojierativ© Depurtinent. This jnohlem solved, there is no doubt that a land 
mortgage bank would constitute a great deal to recjover the agricultural 
indebtedneas in this district. Funds from tlu3 central institutions and the 
Government will 1 h) the only working capital if a land mortgage bank is to 
1)© organised as deposits and delMjnture-holdei-s are hard to be securc’d for 
the above reasons. The guarantee for debenture-holders hy Government 
may solve tlic difficulty to some extent but there is reason.ible diMdenco 
to hcip© tliat enough debenture-holders will l>e available lot^ally in this 
district, 

6. It is quit© necessary to obtain an accurate estimate of the existing 
agricultural indebtedness and to devise means of immediate redemption, 
till the completion of which a souse of responsibility of self-improvement and 
thrift and economic betterment cannot po^ibly be created. For agricul- 
turists in general are debtors in desperate circuiustauoes and attribute their 
conditions to the doing of merciless God, little relying on human possibilities. 
To estimate accura^ly the extent of rural indebtedness, a wide aikl detailed 
enquiry in villages has to be begun. A rough estimate will not hold good 
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when the quebtion ol e«itimate is based beyond a village and oven then thb 
conditions from village to village will be varying* The only p^ible inoaiia 
oi ascertaining the estimate will be by the ui>pointiiig of s{>eeial enquiring 
oifieers who ought to l>e tissisted by the village authorities in all imssiblo 
ways. Though the rough estimate cannot possibly be given, the general 
study of rural conditions may bring to light that the amount of debt eoii» 
iracted by the general society without any specific charge will Im about 45 
4 )ei cent of the total indebtedness wliile ;i5 jier cent may l>o on registered 
mortgages and 20 per lent on movable projH'rties pledged. About 00 per cent 
oi the total indebtedness may lie attributed to having been incurred for 
the ilischarge of prior debts which have often swelled to two or threo times 
the original amounts as a result of non-payment. Alnnit 30 per cent may 
be due to famine and other kinds of distress while 10 per cent due to 
marriages and soc-inl occasions. This is only a rough estimate. The debt 
is largely, i.e., nearly 70 j>er cent due to the profestuonal inoiiey-ienders, 
15 per c‘ent to the co-operative societies and the balance to the Govern- 
ment and indigenous bankers. The rates governing the grant of the loans 
vary from 8 to 30 iier cent according to the influence and the status of 
the liorrower and the methods of entoix ing repayments have been many. 
The agriculturist is generally disturlied from his agricultural avocations. He 
will not l>e porniiittHl to do anything till he pays up ut least a satisfactory 
amount or pnalncx's additional swurity which is likely to get irredeemable. 
ScrvK*es are insisted on in many cases for idieap wages to bo cnnlited towards 
debts. In very lew cases, courts are resorted to. The debtor is generally seeii 
in most cases inclined to repay a debt which carries the highest rate of inter- 
CNt and he is indifferent to ki*ep up other obligations. As a result of in- 
capacity and also irresponsibility and extravagaiux* on the part of the 
modern agriculturist, indel)tednes.s has multijdied by leaps and liounds and 
it is no wonder that under the penal exa<tions of the probertial village 
sowcar, efficient farmers degenerate into tenants and into ciailies by degree's 
as the properties pass into other hand.s. But the ardent deairo of an ugrictil- 
tiirist in his avocation even under the most adverse lircumstanocs has not 
decreased and the incentive for production has not been .ifief^ted in him 
cxcejit in a lew cases where addicted to had lialiits of drink to an eiioriiious 
degree, a few have degenerated into lazy and immoral gangs. 

0. There are numerous cotton ginneries in this district. It has already 
been pointed out that the ginneries gin cotton and charge for tlie cost of 
Jubour white certain rich gin-owiiers piiichase the jiroilm e, gin the colion and 
dispose of the stock to the viiolesalc companies. Tlie <‘osi of bilrour cliargcxl 
by the ginuers is not iiiucli esj>ecially in view of tlie numerous ginneries 
wliicii Jiuve sprung up in competition. Kvery 10 or 12 vjllugos have u gin- 
nery in their neigtibourhood and it is a inuiter of advantage for those agri- 
culturists who, without disposing of st(M;k only, get the cotton ginned for 
biro and reserve the same till the market holds out favourable rates. There 
are a few' rice mills in the district. RegariUiig hand-spinnnvg iudustry, it 
is not worked on a wider scale. The foreign yarn is uschI also by many 
weavers and their productions arc consumed in tlie villages only. Weavers* 
socuatics organijw'd in this district could not work well in this direction, their 
attention being routined to credit activities and tbere Ixung no working inattv 
rial to ilcvelop non-credit activities. The evil of drink cspcciiilly among 
weavers is very rampant and tliore is no ctTonomic ernanciYiution for tlieiH? 
classes till the evil is eradicated. 1’he weavers do not gcnoraliy find a 
iavouruhle market in view of the machiue-rnado clotlis abuiidanliy avail- 
able at dieaper rates. A study of the failure of some v.cavei’s’ societies 
sliows that in these parts, tho w'cavers require abundantly to bc^ financed 
over and almve their worth and tho amounts rwovered from the sale-pro- 
ceeds of their products. The industry is gradually failing to jjromote tho 
weavers who have no other .subsidiary profession.s. The weaving co-operative 
society properly financed (w^hich is always a doubtful queBtion) and efficiently 
managed wdth^ the aBsistanoe of a depaiiinental snliordinate may mend 
matters a little and the complete redemption of indebt^xlness among 
weavers is an impossibility, so long as these are addicted to drinking. They 
have got good earning capacity out they are unwilling to get theinsehes 
free from the evil, 

7. There is no conii>©tition lietween co-operative banks and joint-stock 
banlu in this district. The latter are but few. Even the credit system of 
tiio village merchant is not much impaired. The posidon of the borroirfr 



loui ii6irertb«leMi reuiAined the baiue ab betpre. it m aireaciy dieciuibecl abaut 
the abort and long term needa and the i''>-<ii>eru tive hiiauee. The |i^tioii 
14 clearly thia. llie diilicuitieM oi Um) unltuntu^J liabilities are not i*eahxed 
» by the individual itietulH»rh oi a e society. The tuembera are 

not bufiicientiy educated. They are guided t>y the icK.ai poaeitul and itiUu^ 
cutiaJ elements who have got into tiie i<»ociely. At the whim and iancy of 
these potentates^ ail Mirts ol men and women have got into the society ir- 
respective of their chaiacter and woi'th. jSiricc^ the society which is i-oiii- 
pos^ of such men cannot work well ami as such could not finance members 
at their iietHls, the iKirrowers have not only tapxjCHl all loans available 
througii the society t>iit liave ai>o <ontinu€Hl to lan'row with tlieir old patrons 
— ^he village sowears — with the result that the agricultural indebtedness has 
increased. Most ol the societi<?s are like this. The democratic ideals of 
self-Governnieiit have lieeii misused in most cases for selhsh ends with fcw^ 
exceptions. Unless the man who manages the society is paid sulhcientiy 
W'eli, there is no scope lor creating interest in the workers. Though the 
question of honorary work among a few highly iitifrate men is conimcndablo 
It is not the case in 90 per cent oi the cases. A paid secretary for each 
society uiiswerabie to the depai*tuient lor all mistakes, will no doubt im- 
prove the village soidety on better iiiethcHls. The special exemptions and 
other conoossions niuy lie useful then. Though the higher ranks of the Co- 
operative Department are fairly jiaid, the insj[>ectors and audit stall are 
]»oorly paid and ill-e(juip|>ed without even a peon, ill-paid and discontent- 
ed workers cannot Ikj ex[)ecieil to work up soc-icties entlmsiusticaily. 

Jl, — I itiliyenouit hankimj. 

Except private individuals and a few firms in big places such as taluk 
unU district headquarters tliere are no other agencies oi indigenous lianking 
in this district. The main function of these private individuals and lirius 
IS to liiiunce agricultiue and trade. In view of the scanty development of 
industry in this district, no finance is invested in this direction. kSince the 
iiunilior of individuals and linns is tcK> great to l>e counted, it is not possible 
to know the extent of capital, the value of their husiiiess and their expensis 
without a dotaile<l tinjuiry being made in each village hy a competent 
authority. Though the rehitionshiii hidween one indigenous bank and 
another is not strained in general, it cannot be said to lx; quite ainiculiie. 
There has lieon a Jiosiile attitude between the individual bunks and joint- 
stock and co-operative hanks. As things at present stand, the Imperial 

Dunk is cordial to the indigenous bunker and lie can easily rely on it for 

iiit resuur(*os wlicnever necessary. 

Except pro-notes and a few cases of liundis, no other credit in.'»truineuts 
are in use among indigenous hankers iu the district. The indigenous 
hankers give loans whenever their clients desire hut there is no cash credit 
system adopted among them in tUo district. The banker will always have 
some money in the till and invest a major portion of his money in short- 
term loans leaving the suridiis for long term. With the rotation of the 

short-term money ho is always in a position to oblige many. The indi- 
vidual banker docs not rely on othci money, but on his own and such per- 
sons are too muliy to give a rough idea. The rates of interest generally 
charged wdll bo fi*om 8 to 30 i>er C'ont aewrding to the circumstances and 
status of the liorrower. The enforcement by legisiutiou if 9 per cent as the 
maximum rate of interest on loans making all loans Ixjuring a higher 
interest null and void lx>th on the loans to 1>e issued hereafter and on the 
loans outstanding at present, may prevent further growth of indebted- 
ness. When the rates are uniform thiougliout, the debtor will do jiistioo 
to all his creditors without preferring one to the otlier. If under those 
eircwiustances, the c;o-operative banks or joint-stock banks were to lend 
money at 5 or 6 per c^ent for agricultural improvements, better agricultural 
impkniients, etc., the position may be bettered. Though the exactions and 
trouble^ veil by tlie indigenous hanker are not liked by the p^ple, still 
the latter one is popular in the absence of an equally obliging institution 
in place of the indigenous banker. The conduct of these indigenous bankers 
wdth ^eir clients is generally not satisfactory though in rare instances, 
persons of influence are dealt wuth on sound lines. 

If by legislation, the loan on usurious rate of interest ijj^put down there 
is every likelihood of the indigenous bankers who are individuals, join* 
ing the co-operative societies in their work or investing their amon^ 



in eo*operatiTe societies wbidi mey help t greet deal the people in nee^ 
proirided the societies are managed by well-paid responsible persona* The 
indigenous bankers never give amoants on insufficient security and the 
interest they charge at heavy» rates will amply repay their expenditure in 
connection with h^sal expenses, management charges; etc. 

As already suggested in this memorandum^ a welt-managed village society 
by paid agency and controlled by a more competent body than the present 
co-operative niiioit, may letter the situation. Or a branch of the tvpe of 
the Tmi>erial Bank for each five or six villages, will render a great deal to 
l>opulartKe hanking s>^itein.s lunong all classes of people. A central bank 
of the type of co-operative wiiiral banks or Imfieriai branch banks at tlw* 
seat of each taluk lieadqnarters to control aud regulate the free flow of 
money through the branches it?ferred to aliove or the village co-operative 
hanks, will ensure the lM)tU*r working of the hanks in all places. The system 
of re presell tat ion on the inanagetnent both on tlie village hank or gi'oup 
branch lianks 4vr the feiitral hanks at each taluk may Iw on the same lines 
as that of village co-operative society and that of the t'o-o|>ei*ative central 
hank. The management nnist in no way bo honorary anywhcro. The pro^ 
l>osed village hank or group hraiich banks will certainly inspire the conli- 
denee of ilie indigenous hankcu's a*ho ina.v like to invest their moneys and 
also <»f the agneulturist, the tradesman and the industrialist who may l>c 
sure of obtaining money in time of need. 

Trt my opinion^ the cafdtal of the indigenous hankers totally is used in the 
village and in its neigh hourhoiMl and any surplus after meeting the demand 
>s invested in trade undertaken by the .self-same individuals and so 1 do 
net tliiiik that large amounts of money arc flowing to ilio pr.iviijcial rapilul 
either for long or short pericKls except in tlie case of big capitalistic tradw- 
lUf n in big commcrcinl places such as Bellary, Hospet and Adoni whosi' 
moneys will always lie flowing lo and fro from district to nvoviucial or Iroin 
l>rovincial to district t'ontres, 

77 /. — hahif and olfrarfion of capita}, 

1’ho investment habit, as has already been poink^d out, is prevalimi only 
in large capitalists aud moneved iniddloineu who largely inhabit the towns 
‘Uch as Bellary. flospet and Adoni. In the village and its ainroiindiiUH the 
habit is totally absent as the villager is generally pooling all his resoiirees 
to satisfy his yearlv debt to the sowcar. Kurther, he has not or is not 
likely to get inki the habit of saving and investing the same, unless the 
\ illage hank is working in snob a satisfactorv 4‘ondition as to attract him. 
The postal cash f*i'rtificates. the savings banks and other financial institu- 
tions have been attracting the middlemen only in towns but not in villag<*«. 
1’he general tendency on the part of the villager not to put in his inom'v 
in institutions outside bis village is still vei’v strong. Tf the security is guar- 
anteed bv the Government, there is no doubt that a ;>roperly run village 
bank will go a long way to cater k> tin* needs of the villager and educate 
him in the advantages of thrift. 

The villagers in this district who come in passcfision of capital hy sale 
of prA<1uce inimedintely disnose of the same for their domestic expensei«i and 
all chronic debts while the middlemen utilise their amounts in trade 

in giving loans to people. Verv f*^w invest amounts in hanks. The 

former, most of them l>eing KubiectfHl to chronic indebtedness are Ufit at all 
Wn a position to lend mnnevs to their fellow agriculturists except in rare 
cases whei’e cultivating land-owners advom*e moneys to tlieir wr^uinls nr 
coolies in order to monopoliKC their services and co-operation to the 
advantage of th^ir crofis. Tlie surplus if anv with a few farmers who have 
no debts is generally invcskxl in the piircliaKog of lands or in making 

gold ornaments. As was aln^ady discussed, the cheque habit is prevalent 
among the mone.xed middle classes in urban areas whore there are hanks 
and the abolition of 4!»tamp duty on cheqm*s has been udvantageous only 
to them. That the hwnki and the investing habit in India is of very 
slow growth in India has kwcorne a practical truth. This is due to want 

cf sufficient scope afforded to the people in villages and not duo to any 

other reason. The opening of the Imperial Bank’s hranehea recently in 
a few urban areas has no doubt educated tlie public in these urban areas. 
But a model village hank in ea<h village well-managed U the only way ef 
hv practical denmnstration and unl^ such a position 4s es- 
iahlished in ttie village, there is no s^pe for economic betterment of 
rural popnlation m Tndta on wbooe nplift '1i«f) the proeperHy of (he 
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Written 0rid«no6 of M JLRy. K BUmASMLAXTTAX Avnrgnl, 
M.A., Sub-Deputy Registrar of Co-operatiTe Soeietiee in oterge 
of tbe CoK>peratiTe Training Class, Anantapur. 

I . — AgricnUnrnl credit and credit facilities for small industries 

1. The present system of agricultural finance in the district. — ^The pi*e- 
sent system by whidi the agriculturist in this district obtains finance for 
cultivation ex|HUi8(^s, capital and p<‘riiianent irnprovoinents and other spe- 
cial needs such ns payment of land revenue, etc., consists of the village and 
professional money-lender, the well-to-do landlord, Ooveriiinent, co-operative 
soci^tieft and an agency of the Agricultural Xiaiik of ^ndia with a small 
number of su)>-ageiits scattered in some taluks. 

Village sowcitr. — The professional moneylenders constitute the familial*^ 
traditional agency near at hand to the agiicnliiirists always accommodatinft' 
RO long as his caisimner is solvent. He advances money generally for 
expenses during (‘ultivation for si-ed, manure, etc.., ceremonial jonposes or 
purchase of foodstuffs or payment of kist or in times of failure of mon'joons. 
Sometimes loans are also advanced for iniprr)vement of land. Loans are 
advonced generally for short periods repayable in one lumj) on the 
security of landed property or promissory notes or sometimes on trust or 
personal standing of the borrower. Most of the small loans lor current 
expenses are repayable after harvest and fresh loans are again taken. 
Some leans l»ecoino in()r<' or less permanent mostly because the horrowei-s 
are not in a position to repay. 

Defects of the sysfem, — lint it must he confesscHl that the system t»f 
financi^ by money-lenders has heon usurious, and the smaller agriculturists 
and pattadai*s who constitute the largest section of the agricultural com- 
munity in this district have much to lose under this private money- 
lending. The rates of interest are indeed ve!*y high, specially on loans given 
for seed, foodstuffs, etc,, and vary in proportion to the security offered l)y 

the borrowing agriculturists generally from f) to 36 ]>er cent. The sinalh*r 

the loan, the higher the rate of interest. It is not merelv tlie high rate of 
interest that is the regrettable feature of tliis system. The several ohliga- 
tions by which the horrowei* is hound hy custom to the money-lender must 

enter into a calculation of the price of money obtained by agriculturists. In- 

variably the money-lender or the sowcar happens to be the village mer- 
chant and dealer. It is common in such cases tliat the Iximiwer is 
obliged to sell the ])roduce iinmediutely after harvest to him at a price fixed 
arbitrarily by the merchant without reference to the level of pricres then 
pi'evailiiig in thc' market. The manual servici\s which the village custom 
requires the borrower to render to his senvear without lemunm-ation arjg, 
yet another factor which must enter into the value of tlie credit siipplief 
by the money-lender. The illiteracy of the agriculturist borrower «)f the; 
village and the absence of accsmnt-keeping on his part lead to the adoptio^"^ 
of very objectionable practices by the money-lender such as, for instarcoFV 
failure to credit payments made to the account of the borrower, et<\ 
short, the system — lacking as it does any element of control over the Jmrf 
rower — is not calculated to further the tM*onounc interests of the borrower: 
it has been proving ruinous to him. 

Landlords and aifricidturist lenders. — A few well-to-do landlords also 
supply credit to the smaller agriculturists, sometimes even hy borrowing 
elsewhere. Though this is a little better than money-lending by sowcars, 
being less usurious, and the landlord is more sympathetic, it is not free 
frw abuse. His power and prestige must at any cost he secured hv having 
a large number of village people at his disposal. Considerations of his im- 
portance influence the advance of money rather than profit-seeking from 
usurious rates of interest. Nevertheless, the lifelong dependence of the bor- 
rower upon the landlord and a variety of free services to be rendered to 
the latter during agricultural seasons are features closely associated with 
this system. It is not unusual that the smaller agriculturist liorrowers 
are obliged to sell their produce te the apparently obliging landlord; and 
in this case, the borrower is deprived of a^ margin of the ‘ fair price ^ of 
^ the produce which ought really fo go to him. 
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IhaltTi and imdti^ptoplt, — ^In addition, there is a niunher of iradet- 
people and dealers who frequent villages advancing money on growing crope 
on oonditiona detrimental to the intereats of the agriculturista. 8om 
others again allow agriculturists to purchase livestock on credit on condi- 
tiona not favourable to the purchaser. 

Whatever may l>e the manner in which money is got under this system, 
the (mint is clear that these agencies, either the money-lender, the mer- 
chant or the landlord, are eona^rned with their own huHiness and their own 
profit rather than with helping the agriculturists. There may Im casevs when 
dealings with these agencies may good so far as they go, hut there are 
more cases leading to the victimisation of the agriculturists. This is not 
to aay that under the present system of village economy either in this dis- 
trict or in others that these classes do not reiider noccMwary servit^es but 
tlie point is that the system is bad. The system is at pieseiit a dangerous 
necessity. For instance, an agriculturist who barters a future crop for 
seed or other iXKjuisites taken on credit is entiitily in the dark as to what 
^ he is paying for this measure of credit, but from his point of view an even 
- greater disadvantage is involved. The fanner loses his freedom in inurkot- 
ing; ho is often compelled to sell at a time chosen hy the i)iirchascr who will 
naturally select the moment most favourahlc to himself and least favourable 
to the farmer. With the wide hm^tuations in agricultural priests, this may 
obviously involve a ooiisiderahle los.s in profit. 

The extent of indebtedness to these classes . — TIum*o is a Imlicf that, the 
indebtedness of the agricultural classes to the money-lenders, dealers or 
merchants and landlords is eonsideralde. No statistics are availahle so 
far as this district is conceriUHl. The pi-oportion “of debts of tlie ngi ieultural 
classes from these .several available .sources may differ from place to plact^ 
and any generalisation Is not (mssihle. 1 will refer to this point again 
in connexion with question No. 5. 


State loans . — The next source from which the agriculturists in the district 
get money for permanent improvements or current expenses connected with 
agriculture in timo.s of need is Government. Loans are advanced liy Gov- 
ernment to agriculturists at GJ per cent under the Land improvemont 
Loans Act for a maximum iieriod of 30 years and the Agriculturists Loans 
Act for a perio<l not exc^^eding 10 yeans. The amount so advanced in this 
district and outstanding under the two Acts is furnished below: — 




1927-28. 1928-29. 

R8. KS. 

Land Improvement Loans Act — 

Advances .. .. .. .. 19,9i2 17.933 

Outstanding at the end of the fasli year .. 5,16.284 5,03,996 

Agrioaltarista Loans Act — 

Advances .. .. .. .. 30,200 29,506 

Outstanding at the end of the fasli year . . . . 5,18,831 8,31.946 


he amount advanced under the Land Improvement Loans Act is rather 
nail and is significant of very little iin(>rovoment effected on agricultural 
mds. 


Defects . — It is true that the system of Government loans has done much 
VDod to the agriculturists. But then the system is not free from objections. 
They are as follows : — 

(1) Vague charges of corruption among the suliordinate revenue officials 
are not infrequently made; 

(2) It is (minted out that Government cannot find all the money for 
the requirements of the agricultural classes; and 

(3) There are objections to the State acting as lender; the system does 
not encourage a healthy spii it of 8elf-hel(> and breeds amongst the people a 
feeling of dependence for ever upon the State. This may even result on 
occasions in dissatisfaction * and discontent among agricultural classes 
against the State when and if. for any reason, their requirements are not 
a^nately satisfied or there is room for complaint. Nevertheless, the 
Govertlnient loans have done some good so far and it may be obviously 
diAeult to di8(>6n8e with them altogether for some time to come, in view 
of the paucity of well-knit credit organisations in villages, 

185 
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Co-opetaHve credit »ocietie $. — These form another important aonrce 
from whi^ agriculturists have been getting credit facilitiee m the district. 
The number of agricultural credit soeieties in this district on dOth June 
1929 was 462. The nuni)>cr of members, loans advanced by the societies 
and other particulars are given below : — 

Agriculiurtil Credit S^ieiiee. 

1927-28. 1928-29. 


Number of sooieties 458 482 

Number of members 25,411 26,187 

nr x^Ans. in i.axhs 

Loans outstanding nnd due by members .. 17*97 16*99 

Working capital .. 21*27 20*29 

Nm^ffgricultural Credit Sceieiiet. 

Number of societies .. .. .. .. 17 17 

Number of members . . .. .. 3,612 3,689 

JN I*JJ[RS. IN LAXNS. 

Loans outstanding and due by members .. .. 3*73 4*25 

Working oapitai .. .. .. 4*46 5*06 


Co-operativo credit has been of considerable help to the agriculturists 
in the district. The movement has yet scope for considerable expansion : 
so far only a small percentage of the j[K>pulation of the district has been 
at all affected by the movement. 

Defects. — However, the movement here, as elsewhere, is not free from 
defects. The Townsend (■ommittee has so recently investigated into the 
working of the movement in this Presidency. The general causes refened 
to by that Committee for the bad working and in some cases the stagnation 
of societies hold good in respect of societies in this district. Iteconstruetion 
of societies should follow the lines indicated hy the Committee on Co- 
peratiori. 

77<e Agricultural Bank of huUa^ Auaniapur agcucy . — This hank register- 
ed in Bangalore and with headquarters at Madras has rcc?ently appointed 
an agent at Auantapur and a numher of siil>-agent.s in some taluk head- 
quarters. The object of this f)aiik is said to be the provision of credit 
facilities for agriculturists. So far the work of these agents seems to con- 
sist in the collection of share c*apital from intending borrowers. Loans of 
a few thousands appear to have l)een given to the agriculturists in the 
district. 

Un suitability of the agency , — Tt is dilficult to conceive bow* this bank 
will attempt to finance ngricnlture. Proximity between lender and bor- 
rower is an e8.seutial requisite of a sound .system of credit. Apart from 
its other defects, the agricultural hank with its centralised constitution has 
no organ issetl lo<al machinery to examine the suitability of applicants for 
loans or to control the crtHlit suppliinl to the agricultural cla.s8es. This re- 
minds one of the agricultural bank of Egypt and the fate which overtook 
it in its attempt to suT)])ly agricultural credit to the small Egyptiai# 
peasants. 1 do not consider that much goml will result from the Agricul- 
tural Bank of India or its agency at Auantapur. This may appear a ha.sty 
prediction, hut I am fortified in my belief by the histoi*y of the working of 
sudi institutions elsewhere. 

• 

Indigeno^i'S hanks . — There are hardly any indigenous banks of the type 
that exist in the souther n districts of the Pi-esidency. There are a few 
^nidhis* or loan funds in urban centres. 

(Dock of coordination among the various credit agencies , — ^The defects in 
the present system and the reasons therefor have been suggested in the pre- 
ceding paragraphs. There is no co-ordination at present among the various 
credit agencies referred to. It is a matter of common knowledge that 
agriculturists in this district borrow from as many agencies as pckssible 
and the several agencies concerned are not quite aware of the borrowers’ deal- 
ings with one another. Most agrioulturists, for instance, borrow from ^ 
village sowcar* a co-operative society if there is one, possibly from Govei^- 
ment under the takavi system, and all the tiino one agency may not bf 
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auitc awurc of tlieu- irmii anuihcr. Tlic result is the borrow- 

UkgB far exceed tbe normal repaying jniaor of the agrieulturiMt bori-ower and 
if yearn of iigricultural scarcity intervene, lie in sunjuy overwhelmed and 
faiW to keep up to his obligations to all coin^tMiiod. Moroov»'r, the security 
for the loans advancoii is weakened. Fur iustainv, il (Uiu Imrrows Iroiu 
(ioveruuicut on the mortgage ol landed property api>:irenilj^ lur a pioductivo 
purpose, another loan iioni a co-oin'rati^ e smiety un jieiNonal sivurity and, 
say, a third loan troin the moiioy-lender on Minple pro-uoie against his 
general assets there is no knowing what the security is really worth in 
effect ill the event of default by the borrower iii re.^pect specially ol hums 
due to the two latter agencies in a district, ot ixvuning agricultural 
scarcity. It is easy to conceive what forcinl sales ol land would aniount 
to under such circuiiistaiu-es. The position to which J just lelerrc^l has 
been effectively put us lollows: — 

“A ryot borrows on a pro-note Jts. 50 tor tlu- purilijisti of a hull, 
spends the amount on smne other object, tries and succeeds in getting a 
Joan from Government tor jmnliasing a hull (which perhaps lie already 
owns) is overtaken by an adverse season, when ht' hoi rows again Irom the 
Jiiut individual for tho purchase c»t gram and lor the payiuont of takavi; 
later again, as his daughter attains inarnagoahlc uge^ he horiows and <*oIc- 
hrutes the marriage.’’ 

i1/oar.v-^ru(/rr,<. - I’here are oilier consulci atioiu wliu h should tullueino 
the systematisation ot the seveial agemies. 'the treat numt of nioney- 
lendeiTj nsniires cousideral ion . It has been alieady submit U»d tluii in tho 
pn'sent day \ illagi' ecoiiom,\ , the monc^-leiuler fills a nc<*essary, ihougli 
dangerous, ga|>. lie has rendereil services in Uk* past and he will continue 
to I'Ciider them in the Juture too. It is ddlKuh to abolish his piofossion. 
Ill other worils, we Jiave to reikon with him us an iinporiaiit economic 
factor in the villagi* lile and to see (o) how best be can bo absorlwd into 
the other existing agencies and it this is not jmssibh^ to (onsidor; (b) liow 
l»est wo may iiiimmisc tho severity ol his prolession whc li is now so much 
felt by the agricultural coimniinily. 

Monetj-lender and (o-opnahre .sot u firs lUlnlanis, (n) Tin* Maclaguti 
Corninittee suggested that a <i>-operative soentj (wlimi foniied) must, whore- 
ever this may lie jiossibJe, ‘ indueo tin* inoin y-Jonder to h inl ihroiigli tho 
medium of the smietj' by becoming liimsell a (leposit«ir or to convert a jire- 
vious debt due from a member into a deposit with the society at a loduced 
rate of interest and with possibly a j*<*dnction also in the capital amount 
of the claim’. 

i\>) It is also iieiessai^ to ascertain tlu‘ (h*l»t ulucli a memhor of 
a societp’ owx*s to tho nioney-leinlor. A plo^ i *ion in tlio Act on the fol- 
lowing fines deserves consideration : — 

registered society shall have th<3 jmwer to servo any named credi- 
tor of any ot its members or of any u])plicant tor inenibei*hliip with a 
notice, calling ujkui him to submit within one moiitli a written statement 
of his claim duly verified according to tlie jirovisioiiN ot tho (hvii Procedure 
Code. Such statement shall include a recital ot the circumstances under 
which the debt was contracted, tbe amount ol the pnmdpal debt, tho ini<u*- 
est agreed upon, and the security pledged, if any, and tbe total duo and the 
dates of repayment as agreed upon. Tlie notice shall i>o in writing and 
shall be served by the C/olIector on apjilicatioii imule to liirn. Jn tho event 
of the creditor failing to submit the stutem(*nt re(|uirod within one month 
lie shall be deemed to have received lull satisfaction of his claims as against 
the said member or applicant for membershij). I’lie submission of a wil- 
fully false statement of account shall render the creditor liable to prose- 
cution under the Indian Penal Code.” 

(c) Another suggestion made is about the advisability of a provision 
forbidding members of a co-operative society to resort to inoney-Iendem 
for loans after admission. This course has not been recommended by the 
Madagan Committee as possible of adoption because in their opinion any 
rule to this effect would certainly be evaded unless steps are taken by co« 
operative societies to finance tlie mem1>ers n<ie(piHtc!y and promptly. This 
may not l>e possible for societies to do just at present with their limite4 
foftoimiee. 



(d) MoneyAeiidert^ Act . — The other alternative is to rainimwe the 
aeverity of the practice of uaury by luone^^-lenders. It is held that the 
UsuriouB Loans Act is a dead letter and much advantage is not taken of its 
provisions. I am not familiar with the working of that Act. Steps may 
be taken to remedy the dofocrts in the Act, if any disclosed on an enquiry 
into the working of the Act and a more general application of the Act may 
he ensured. In addition to this, the passing of Act like the Money-lenders 
Act said to have been introdurred in the Punjab to control the operations 
of money-lenders by enforcing the use of regular books of account and by 
insisting that the Imrrower should receive copies of all entries relating 
to transact ions between him and the money-lender, may l>e undertaken. 

Tlio Money-lenders Act of 1927 passed by the British Parliament is also 
pointed out for the direction in which reform has to take place. The 
objects of this Act are said to l>e as follows : — 

(1) All money-lenders shall take out a licence; 

(2) compound interest shall lie prohibited ; and 

(3) the money-lender shall, on demand by the borrower, supply mfoi- 
mutioh relating to the state of the loan and also copies of documents relat- 
ing thereto. 

It is for consideration whether those principles may not with advantage 
1)0 einbodicxl in an Act of the local Government. The matter requires a 
more serious consideration by legal experts. . 

(c) Legal rettfrictions on alienation of land and freedom from exe- 
cut ion, — I beg also to point to the recent tendencies in agricultural legis- 
lation in western countries on the subject of what is come to be known as 
the ‘small family property’. Steps are being taken to promote and pro- 
tect the rural sinad property. The object of these measures is to ensure 
the land worker a house and a plot of land sufficient in size to 8Ux>port 
him and his family so that the iiiinimum necessary for existence may Iw 
guaranteed and rural families prevented fitim leaving the country and 
settling in tho towns. ’J’his is possible of achiev'einent only by ensuring 
the inalienability of homestead lauds and their freedom from execution. 
Jt is true that it may offend against the juridical concept of the liabi- 
lity of tbe dcljtor towards his creditor. But tho matter has to be looked at 
not from the point of view of private law" but gixjunds of social policy. 

Western countries have gone furtlicr and impasod limits on the value of 
land to he owned by a family, in the existing couditions in India drastic 
legislation of that sort may not he expedient. The ijromulgation of an 
Act like the Punjab Land Alienation Act for this province deserves consi- 
deration. Jt is said that under that Act the area of agricultural laud under 
mortgage has decreased. I beg to refer to this aspect of the question again 
in dealing With question No. 5 of the questionnaire. 

ApprehenHions groundleas. — It is easy to ai)preheiul that action on these 
lines may limit the facilities for credit to tho agriculturists especially when 
the place of money-lenders may not be taken up by other agencies fti the 
near fatuix>. While the fear is justifiable, it is pointetl out that the results 
apprehended imiy not in effect follow’ for two reasons : (1) co-o|>orative ci'edit 
is gradually spreading in the villages and (2) the money-lender must invest 
his caintal and for a long time to come he may still have honest business in 
supplying the legitimate needs of agricultural operations. Instead of en- 
couraging extravagance and promoting unproductive debt the money-leuder 
may divert his capital in more productive channels of agricultural progress. 

The welLto-do landlords — Their dutg , — They must take a more liberal 
view of their duty to the less fortunate of the agricultural class of the vil- 
lage|^ They have to realize that money has an individual as well as a 
soci^ use. Instead of using their resources for perpetuating the depen- 
dence of the less well-to-do agricultural classes and strengthening ^eir hold 
on them, they must use their surplus money in lil)erating them. The co- 
operative movement offers a safe field for investment and tho development 
of mortgage institutions in future affords opportunities for. investment of 
their surplus or unused funds. They w’ill be rendering a distinct service to 
agriculture in this way. This servic?e on their part is however dependent 
upon a general awakening of village life and village consciousness. 
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Government loanj (Takavi system ). — Loans under the takavi rulsi 
ll&ve been, as I submitted ali*eady, doing some ^'ood to tlio ugriculturieta. 
Objec'tious against the system have l>oen retorreil to. The grant of 
loans by Governinent under tlie two Acts appears lUH't^ssary for a long 
time to wnie, at least till a time when the system may l>e replaced by 
the spread of eo-oi>erative movement and land eitKlit institutions. 

The following stujfjestions ai*o submitted for consideration: — 

(a) Complaints are hoard someUnios that there is delay in dealing 
with applications for ioaiivS. Scrutiny of appli. nations, security olferod, 
etc., do require time and delay cannot entirely he avoided. Wherever 
possible, attempts may l>e made to dispose of the applications as promptly 
as practicable and to minimise the delay. 

(b) With regard to charges of corrupt ioHf it is difficult to suggest 
any metluxl liy which it may l>e prevented because of the difficulty of 
proving the allegations. The Local Government appear to exercise as 
much care as x>«s«ible in this respect. 

(() There is a cry also amongst the i>eople for reducing the rate of 
iutcrcat on the loans advanced by Government. It is ior Goverument to 
consider whether anything may tie tione in this direction. The rates of 
interest are governed hy the conditions in the money market and the 
rate at which the Goveinment raises loans. i'hi.s is purely^ a business 
proiKisition and no husinessman would suggest that Government should 
reduce the interest rates much below the market level, 'i'hero are i isks 
ui.so in any considerable nsluctiou of rates of interest. For one thing, 
low rates of iiiteix^st would give the agriculturists a false idea of the 
market price of ci*edit. For another, it may alsii eminnage exti avaganc-e. 
There is already a fear in .some qiiariers here chat loans are not always 
diverted for tlio productive purpose for which they were borrowed in 
spite of the .supervision exercised by the subordniato officials of the 
Itevenuo Department. J uiii afraid a fuithcr rodijf.:tion of the rate gene- 
rally may encourage tiii.s tendency. The |>eculiar economic conditions of 
thi.s disti'ict, however, may require a special trealmeui and it is for the 
Local Government to consider whether in view of the very low' agricul- 
tural returns in this district, the existing rates of interest may not 
slightly be reduced. Else, tlie question of varying the rates of rnf crest 
on loans advanced under the Land Jrnprovcinent » ins .\< i and on thoHO 
advanced under the Agriculturists Loans Act deserves consideration. 
Intere.st on land improvement loans may be .slightly reduced. 

(d) The period of loans advanced under the takavi system is, 1 think, 
adequate and no further extension apx>ears nocef*.sury and instructions may 
bo Lssued to grunt loans lor long i>eriodb within the maximum period. 

(jovernment and cO'i»peratix'c societies. — It is difficult to suggest any 
lino of co-ordination between Govern merit and the other agenries. In the 
neighbouring Province of liotnbuy a portion of the funds available under 
the Land Improvomont Loans Act is being advanced to c*o-o|)enitivo insti- 
tutions to Ixj lent to the members of agiicnltiiral cri*dit scxnetics for pur- 
pose? recognized by that Act. As the loans advanced under that Act are 
for purposes of land improvement, the village credit soedeties may not 
perhaps appear a suitable agency through which Govern luunt may make 
funds available to agriculturi.sts. WlietJier the land mortgage hanks that 
are being formed in this Presidency constitute a pro|>er channel for thia 
purpose is a matter wdiich rexjuires consideration. 

Co-operative credit soelcties — JAne.s of imirrovcment. — As I submitted 
already, the Townsend (k>inmitteo has reviewed the working of the move- 
ment and suggested lines of improvement. Jf the recommendations of 
the Townsend Committee are given effe^'t to, much good will result. Re- 
construction and revival, wherever possible, or liquidation of dormant and 
bad societies should he taken up immediaUdy and the movement set on 
sound working order. There is need for an intensive education of the 
pe^l© of the district in the principles and practice of co-operation, for 
stilfoning tho control and ensuring intensive supervision over societies 
and for bringing about better met^ds of business. Tho real function of 
the ordinary village credit societies, namely, the supply of short-term 
personal cr^it for small agriculturists with small needs and limited ^ 
sbkroes for current productive agricultural purposes, and the ftnanmal 
fiihitations of these societieS| the risks attendihg upon an attempt 
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advance mortgage loans for Joug-teriu par poses-- tbose must l>e iiupreesod 
iijmn societies. This limited function of the ordinary credit socte^ has 
not been sufficiently apprccriated and the result lias been financial confu- 
sion. The ^vanws in these societies must l>e restricted to short-term 

loans extending to a year for the current working capita! of agrkiilturists 
and * interfiiodiate ’ loans running fur alKiut Uve oi six years. l^oana 

exireeding that i>eriod should be left over to other inertgage ciedii insti- 
tutions. It is on lines like the^e that reform may ikj eHecietl in the 
co-operative credit societies an dthe anxiety caused in res|Kxd- of the increasing 
orerdues in societies relieved. 

Some mt^gestiona jor eff edict adminutmihm of co-opemtive socitlks . — 

It is nw!e«siiry that stringent [)rovisioii8 should Ikj iimdo to ensure the 

sound working of co-operative societies. TLaxity of control in i.'iiancial 

or actounistrtttivo matters is not conducive to the well-lK»ing of the (X)- 
operativo movf3imuit. The t'o-oiKUHtive 8<K*ietie8 Act may l»e amended on 
the lint^s suggestcxl liy the Townsend ('Oininitteo. In addition^ 1 would 
submit in particular that the following provisions be made in the At*t or 
rulc*s or by-laws as tlio case may be, necessary legislation being under- 
taken for the puriioso : — 

(1) Liahiliiy of jMuuhiujaidara ami mtnihera for ncgVtucuif. —^Vhii 
Registrar must l»o given powm* to assc'ss damage against delinquent 
members and declaring default, wilful neglect or wilful i'ui itishing of 
false information by a society, offi<x*r or member as an offence tindor the 
(’.o-oporative Societies y\ct. Frov'isions similar to those contained in 
sections 50-A (power of Registrar to assess ‘ damage against dcfiiiqiient 
promoters, etc.), and Od (offences, i.c., (u) default by a society, officer or 
inemlier, (b) wilful iiogleet hy a society to furnish iriforniation, (r) wilful 
funiisliing of false intorniution and (d) djsol>e<lieiiee of summons, rcHpii- 
Kition or order) of the Boinhay Oo-oporaiive Hocictii^ Act nuiy he got 
inserted in the (’o-operative Societies Act. in (ierni.uiy the coinmittco 
ot a society arc jointly resjmiisihle for any losses sustained by the society 
by tlieir not exercising the prudence of ordinary business men.*’ 

(2) Ej:t(ul/o/i of dtrrecs. — As recoin mended l>y the Townsend Coni- 
iniitee, a spcHuai staff may be employed lor execution and its cost recovered 
from defaulters. Officers autliorized by tlie Jlegistrar in this liehalf may, 
on the application of the society concerruHl, he empowered to recover overdue 
instalments of loans by the distraint and sale of the defaulters’ movable 
property, us if they were arreai’s of land revenue. The existence of this 
power will itself stimulate proinjit repayment. 

(3) Intervention of Hegisirar in certain maUcr^.— The KogistrUr 

may l>e empowered to rescind any ^solution or action of an officer or a 
committo or society which in his opinion contravenes the by-laws of the 
society or tlio principal that the discussion or propagation of controver- 
sial opinions of a political or religious character must bo entirely exclud- 
ed from the activities of the movement. Also, he may at his discretion, 
cunc'el the election of any director or office bearer of a society who is, in 
his opinion, unsuitable or unfit to Ik) a member of the Board of 
Directors or to hold office. ' 

(4) Attachment before award. — Provision may be made in the Act 
for attachment bcfoi'e award of the property of a party to arbitration in 
the event of an attempt on the part of such party to dispose of the whole 
or any part of his property. 

I have submitted a few considerations for better tK)-ordi nation of 
work between co-operative societies and other agencies providing agricul- 
tural credit in the preceding paragraphs. 

Th$ Imperial Bank of India ami joint^tock hanhs . — I submitted in 
an ejfriier paragrapli there is no joint-stock V>ank of any importance except 
an agency of the Agricultural Btiiik of India, Madras, from uhich I ao 
not expec?t much go^ to come out. The Imperial Bank of India has no 
branch in tliis district except an out station at Tadpatii to which I niil 
refer under the head * marketing of agricultural produce ^ The Imperial 
Bank of India has been, however, rendering service to agriculture by 
allowing an oveixlraft to the Anautapur District Co-operative CentriSl 
Bank as to other central banks on condition that it might be used ae 
^ver for deposits or for short-terin loans not exceeding twelve nionfJiSi 
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Amninimr distrki — Tht problem not entirety one of eredit^Ji^ 
imhUUy to rtrurring famines, — may at ibis ’^iago to tsvihwii a f^w 
ganerai o^rrations with i*©gard to this diatriot, ft la nercwaary to ap- 
IMreciate, in considering schcmm of t^rieuitiiral iiuv>rovciuent of the people 
of this district generally, or of credit facilities in piutivnlnr, the |wnli»r 
economic conditions of this tract of the Presidency, 

Land and its condition. — The soil in this district wmposed of black 
cotton, red loam and red sand is very poor and even the black cotton 
soil is inferior in fertility to that in Bellarv district and the assessment 
is generally lower than that in the neighhonring districts. A large percen- 
tage of the assessed dry lands in the central taluks fays a very low assess- 
ment, as low as four annas and two annas per acre. I t is said that ** over 
a great part of these taluks the poverty of upland soils lieggars description/* 

f^easons, — The district, consisting as it does vast arca.s of drv land, 
mainly depends upon south-west and north-east monsoons. Poverty 
of soil is itself an unfavonrahle fncior in the agricultural conditions of 
the district; nneertninty of monsoons adds insult to injury. The rain- 
fall of Anantapur is lighttM* than that of any other district in the Presi- 
dency excepting perhaps Bellary and averages under 2.‘l inclu's annually, 
and in the three central taluks it is about 20 inches. Being sityfintiMl in 
the central Deccan Plateau it does not have full or at h^si pprtial bene- 
fits of either tlie south-west or north-east inonsmuis. Ba infall in the dis- 
trict is not only uncertain and nrocarioiis; hut even when there is rain, 
it is scanty and falls in insufficient show’ers which dry np soon. The 
large di*y cultivation in the district reciuires timely rainfall and 
irregularity hampers cultivation. Insrifficiency of rainfall in certain months 
may lie made up by abundance of .showers in suhsiMpient months lint it 
does not help agricultural produdion. Tlie rains must be at once timelv 
and sufficient, if they are t^o he at all usefiil to the ryots. The' total 
annual rainfall appears therefore to he a dece|)tive .standard of judgment 
in respect of an estimate of agincnltura] conditions in the district. 

Jrriffntfon facilities . — Tlic nncertninlv and insufficiency of rainfall is 
not relieved hv a< leas! natural irrigation facilities. The rivers. Pennar 
and Chitravati, are not uorenn iai str<»nms and flow out veiw soon and 
dry np nIii)o.st nt once. Nor are there consid(u*ahle stteiuns whieh are of 
any importance and the tanks or w<*IIs which are fairlv .s|>r*'ad in some 
of the taluks, depend entirely noon the very uncejljiin rains. These natural 
conditions, therefore nunh t Anantnpur nion^ than usually liahel to 
disastrous seasons.” 

Famine. s. — The rv-ononiie historv of the di.sl.ri(‘l dm in £ thi‘ last rentnrv 
liears this out. ” To .sniii n|» then, in the eeniui v during which ih<* dis- 
trict has been a British ]KiSS(‘sMion , in addition t<> the numerous seasons 
in which thinks have been bad, but m^t l«ad enoiigli to warrant Rtate 
relief, there have* been seai-cities in 18r»2-04 mOA-OT. 1H21. and 

1900. and famines in 18;i:i, lHr,4, IHfitj, 1ft9l-f)2 and lH9fl.97. As 

has been truly said, ” the niiforinuati* ryot lr*s h'M-dly fuinuged from one 
famine liefon* he is snbmeiged under nnother.” Tin* scuisotml and g^uieral 
ersmomic fsinditions of the ryots of this district fhiring the past decade 
have not been quite cnf*f>nrnging and the vear 1924 hnd to pass through 
a^ very severe famine, the like of w'hieh it is said the district had not seen 
since 1H76. The result of n series of bad agricultural years has crippled 
the financial resources of the agricultural classes of the district and has 
weakened the resi.sting power and saving capaeity of the ryots. 

Productive credit and economic 'jirctaress. — CrrsVii to he useful presiin- 
pasea produetivo and remunerative emplovment. The economic conditions to 
which I jiiftt refc^rred and mv siudv of them at f*1ose quarters for over 
three vears force the (onclusion that most of the debts contracted by the 
agricultural classes in the district have not been for productive employ- 
ment on agriculture. On the other hand, one suspects that the debts 
have been used to bridge the period of agricultural distress and reemrring 
scarcity consequent on the freoiient failure of monsoons. Fn other w'ords. 
credit for agricultural classes here has not hc^n so much for productive 
^plcryment — ^this is the proper use of credit — resulting in their economic 
improvement and enhancement of their saving power as much as for Iceep- 
iuiC their body and soul together, when they cannot get enough from 
l#pd between one good season and another which are indeed far removed. 



Seiulti 0 / inquiry, — ^My stray ohservations have t*een home out hy the 
result# of an agricultural survey of the Anantapur taluk earned out by 
an officer of the Agricultural D^artment to which 1 will refer in con- 
nection with Question No. 5, I would like to draw pointed attention 
to the concluaing observations of the agricultural officer who conduct 
the survey, namely, the cry evert/tphere i$ for favidtien for inigation 
rather than Government CVedit is conditioned by certainty' of 

repayment; and this can be ensurecl only if tho agriculturist l>orrower 
has certain earning power at least over a long si^ries of years. Before 
facilities of ci^edit are providetl, the agriculturists should mado to 
earnj otherwise, all extended facilities for credit are devoid of value. 
Credit is helpful to those who can prcnluctively eniploy it and earn out 
of such employment and not to those wlio strnj^le for oxisten^. Faci- 
lities for irrigation may therefore he provided first througli private and 
public effort so as to ensure proper use of extended credit facilities for 
agricultural production. 

I have set out these stray thouglits so that the subject of credit 
facilities may be shown in its proper perspective. Without this back- 
ground, a consideration of the subjtic't of extension of credit facilities for 
this district would he not to give a comx>lete picture of the situati<ui as 
one sees it. 

2. Marketinfj of rropM in the rlisfrirt, — Thr present method of ynnrJret- 
ing of jrrinrifHjI crops . — The principal commercial cit)ps raised in thcsf 
district are groundnut, sugarcane (jaggery), 'cotton. tamarind, oil-s^ls, 
such as castor, etc. T give below the present methods of marketing princi- 
pal crops, particularly groundnut. The following facts generally also 
apply to the marketing of other kind.s of produce generally. 

Marketing of jmHluce and means of Groundnut is an 

important crop in most of tho taluks, particularly Kadiri, Hinduj)iij- and 
Tadpatri, sugarcane in Penukonda and Hindupiir taluks and cotton in 
Oooty and Tadpatri taluks. The interior of the district is not quite well- 
connected .jvith a net work of good roads. The keei)ing of rural road.s in 
good repair and tho opening of new roads, wheif'ver necessary, are a 
desideratum for easy movement of agricultural produce, ''•'he paucity of 
good roads not only makes the movement of produce flifficnlt hut too heavily 
expensive for the ordinary ryot. This operates as a positive disadvan- 
tage and ryots of small means who cannot afford the heavy t]*ansport 
charges content them.solves with di.sposing of the xjroduco h>f‘ally< to .some 
big ryot or local money-lender to whom he is hound by financial obliga- 
tions of one kind or nnotlie!*. 

The channel of marketing and methods of sale — MidtJIrmen and their 
jxrrt . — The channel of marketing and sale of gmuiulnut is rather long 
and does not run n smooth course. Groundnut is an important item of 
India’s export and i.s liound to foreign markets. There is a long chain 
of agencies. local or foreign, that help in the process of export from the 
unknown vi11age.s in the district to Marseilles or Hamburg. It is other- 
wise with regard to sugarcane or tamarind. These have an internal 
market. In either ca.se, tho channel of niarketing is iTitimately connected 
with the agencies which finance the agriculturists. 

These several intermediaries may he roughly elossified. without pre- 
tending to l>e scientific, under tho following heads: — 

(t) The village merchant or money-lender or tho big landlord; 

(ti) the wholesale nien-hant or dalal in the town ; 

(tit) the broker or the commission agent ; and 
(ir) the local agency of the foreign fima or company. 

(i) Village merchant , — The periodical and recurring monetary 
requirements of the agriculturists are, as already submitted, met to a 
large extent hv the local money-lender who is nor infrequently the mer- 
chant also. He finances the small ryots whenever they require credit 
generally on the condition that the produce soon after harvest should be 
sold to him at an agreed price — generally lower than that prevailing then 
at the marketing centre. The village merchants charge very heavy rates 
of interest, e^metimes as heavy as 36 per cent. If the merchant supplied 
tw3 on cri&dit, th^ ryot has to return the s^ed plus 50 per cent of th^ 



104a 

igpUUiUty ftli|>plied immediately after har\H^t. This h known os ** Nngu *• 
'4ilid in such transactions as tliese, the tntei*est paid aorks out to a very 
neariodfl rate. 

The local moneydender or merchant therefore gets 
fa) his heavy interest ; 

(b) profit throngh purchase of nixMluce immediately after liarvest at 
a low pnoe and the sale of it at a high price wIumi the prii^ g<H!ie up in 
the market; and 

{e) profit through weighment of produce in \^liich the pi'odmxus are 
generally swindled. 

The producers on the other hand lose on account of those operations 
in as many ways: — 

(a) payment of a heavy rate of interest; 

(b) loss ill weighment; and 

(c) low price of produce through forced sales. 

(it) The daUd . — The wholesale merchant or dalnl in the town is 
another important factor in the channel of marketing. I'iio village 
merdiants dispose of the produce to the wholesale merchants at 
Hindupur, Tadpatri, etc., or through brokers to firms. It all 
depends upon the quantity which they bring for sale; for, the firms 
do not generally accept small quantities of i>rod*ic*e. It is not also un- 
common that the wholesale merchants also finance the rvots in the 
neighbouring villages. In that case the relations of these ryots to 
the wholesale merchants will l>o more or less similar to those betwepn tlie 
small nieix'hants and Uie ryots in the far interior villages with this diff- 
erence that in this case tlie sellers get the priMluce to the market at their 
own expense and they get a little more price for their prc>diicc being in 
closer txiuch with the mark<*t <*oiiditions than their hrethern far in the 
interior. 

It is also a feature of this sysUun of marketing that at a time of rising 
prices the dalnis send their agents into villages and give the prodiUHOs 
advanc*CK and hind them to sell their produce to them alom*. 

The local money-lender profits a good deal by tlu* abnormal rates of 
interest ho charges, the profit in w<»ighnient and low purchase jirices. 
The dalal on the otlier hand, takes away a largo share of what ought to 
g<i to the producer. The following examples ref('r to the several items 
which the seller of produce lias to pay to the whole.uile mmchnnl or dalal 
and they give a rough idea of the loss which Mie ])ro(lu<'crs suffer. 

Dalai’s shop— 

Groundnut 21 inaun.U • • ] v»lue Rs. 94-12-B f SoM w 16tb December 

Jaggery |20 ,, ..J f 191^, 

R8. A. V. 

Dalali . . . . . . . . 2 10 (at 6 pies per rupee.) 

Rasain . . . . , . 0 10* 

Ammavari rueum . . . . 0 0 6 

Coolie 0 8 0 

Madiri padikattu .. .. 0 7 0 

Mandi alia .. .. .. 0 6 6 


Total 

.. 8 

12 

6 

Amount patd 

.. 91 

0 

0 

Grand total 

94 

12 

6 


The following is an extract of another hill of March 1925 in a dalal’i 
shop : — 

158 tnaands of Jeggsry at Re. 3-6-9 pet nouand. Rs. 631-10-0. 

BS. A, P. 

Dalali 11 1 0 (at 4 pies a rupee.) 

Bnsiun . . . . • . . . 0 6 6 

Coolie .. .. 0 9 0 

Madiri padikatta . . • • 1 13 6 

Mandi allu • • • • • • 14 3 

Total 16 1 3 

Amount paid 616 8 9 

Grandtotal ..jt^31 10 0 


186 
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In Addition to the above, the dalaln take portionft of prodnee for Uie 
ffodown sweeper* and other menials. They also get a comraisaion from 
the foreign ai^ney or other exporting agencies as Allu at 3 piea per 
maund in exdiange for Madiri padikattu. Thus both ways the dafals 
stand to gain. 

Producers themselves very rarely export their produce direct to mar- 
keting centres, say Hindui>ur, Kadi ri or Tadpatri and when they do eo 
it is pecause of their obligations to the dalals there. It is not uncommon 
sometimes that the bigger and the more well-to-do of the ryots in villages 
collect the produce from the Jess fortunate of their cinss and take it dii*ec*t 
to the decorticating factory for sale through the broker to one firm or 
another. 

The bro/crr or the commission agent. — Through the broker the firms 
established at marketing centres generally' carry on their business. The 

broker canvasses business for the firms and guarantees the quality of pro- 

duce bought for sale. The dalals dispose of their produce generally 
through the brokers to the firms. The brokers get a commission from 
the firms and .sometimes, it is said, from the sellers also. They 
get a brokerage of four to five annas for a hag of 5vU Ih. of groundnut 
seed from the firm on whose behalf they work and sometimes a smaller 
commission from the seller. Some brokers actually do husines.s on their 
own accord in addition to the com mission ])usinoss. 

The dalals also undertake what is known as “ forward contract ” 
according to which they are bound to the firms cor.cernc*d through their 
brokers to supply before an appointed date a spwified f|uantlty’^ of pro- 
duce, say, groundnut at a particular price then ruling in the inaiket. 

There is an element of spe^uilation in transactions of this kind. 


Branches of foreion firms. — There are several branches of well-known 
firms like Messrs. Rally Bros., Volkart Bros.. Lewis Dreyfus, etc., at 
important marketing centres like Hindupur, Tadpatri, Kadiri, etc. They 
purchase groundnut seed — not raw groundnut. They get daily quotations 
from their headquarters and regulate prices in purchasing the produce 
accordingly. They are in close touch wnth the market news, the prices 
ruling in foreign countries and at important ports like Bombay or Madras. 
They send groundnut seed by rail to Madras or Bombay for shipment to 
foreign markets, say, Hamburg or Marseilles. 

Marketing and sale — renme. — This is a rough outline of the chain of 
intermediaries that help in th« movement of produce such as groundnut, 
etc., produced in tlie district. It is needless to recapitulate the several 
sources of loss which the producers .sustain througli the existeni'e of such 
a long chain of middlemen. Local money-lender or merchant makes a 
large profit on account of heavy interest charges he levies upon the 
producer. He again makes a profit by purchasing the procluce at d low 
price. Weighment again is another source of profit. In as many ways 
as the local money-lender or merchant gains *the producer suffers. There 
i.s hardly any freedom of marketing on the part of the producer in the 
district. He is ever under financial obligation to the village merchant and 
often to the dalal in the town. The dalal again makes a profit out of his 
transactions by several deductions he makes. There is the commission agent 
who receives his commission from the firm, sometimes from the seller. 
Finally there is the firm which makes its own profits out of the sale of the 
prodn^, groundnut or cotton, etc., the prices of which are governed by the 
forces of supply and demand operating not in India hut in the foreign 
because groundnut, cotton and other kinds erf oil seeds constitute 
important items of export of India, and these are subject to the fqtt^s 
governing international trade. It is otherwise, for instance, with sugglCane 
(jaggery), tamarind, etc,, the prices of whtch are governed by foi^Ses of 
supply and demand in the internal market in India. 

I enclose a statement of prices of groundnut and sugarcane (jaggery) 
at several stages of marketing gatliered from local enquiries and they are 
self-explanatory. (See Appendices A and B.) 
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Good in things eviL — It is true tiial tlu.s chain gI inarkciing hate teOiue-^ 
tliiiig good in it. The oxiistiiig inurkeiiiig agency lias Iweti laUM'ionity 
bttilt up and it has the sunciitm ol custom and tiadin<m )M>hitnt it. It 
has liceii rendering servhx^ to the agricultiinst. It migiii ihetxlor^ 
i*eceivo teupjiort from lapse of time. The system might have liccn well- 
organized from the point of view of the miiKUemeii. t}fhei\\ise, it must 
have failed to operate owing to its own inetficiency. Neveiilielcss. tiio 
system may not tie maintained or justitied in the larger twoimmic inter- 
est of the producer. The disparity Imtwi^eu the foreign [>r»(i‘, say for 

instaneo, of groundnut, and that portion of Um prne l»y ilio 

produt^er is not exactly known. It rtKniires detailed investigalimi. The 

glowing prosi>erity of dealeis in towiis and the glowing iiuiob ted ness of 
producers in villages might jierhaps indieuie tlio margin in the p rites aiui 
the poor return the jiroducer gets on the one hand and the huge iirulits 
which the middlemen make on the oUier. 

Financing of marketing Oinrathtns. — Ejci^itnj fanlilirs.- Viflttije 
merchants and }noneu4enilcrs . — The question of linamnig the marketing 
of produce is very intimately connocted with tlie metlmds of iimikcting 
and of sale. Every intermediary is in a smaller or greater degree a hnuiu- 
liig agency also. The village inercliants are most often luoiiey Icudeis anti 
advance money to agriculturists. They have their own tuiiils to operate 
upon and if their own resources fall short of tlieir rtMjuireincnLs, they bor- 
row from the nigger merchants in the town. The tlalals tlepeml ft>r funds 
for the purchase of produce ujion the Marwuri sou cars ; Itn* instance, at 
Hinduxiur the dulals get siiflicient fuiuks from .Mai wan sowcars at 
Bangalore who visit Hinduxiur during season and lend a leu laklis of 
ruxiees upon simple hundis or iiro-noU*s generally reiiayahle in three 
months. The rate of interest ranges from six per ccni iixiuards. At Tad- 
Xiatri again, the dalals of standing receive fiuarn ial at t oniinodallon from 
an outstation of the branch of the Imxierial Bank of India, ( uddaxudi, 
oxiened there over four years ago. 

Outstation of the Imperial Battle of India, — Tad/nif ri.—d may in passing 
refer to a tew iinx>ortant features of the work of ikut outstation. It fiiiK- 
tions under the inpnediate supervision and control of the agtmt at 
che Cuddaiiah brunch of the Imxierial Bank. Its business is at prcsiUit 
confined mainly to tiiiuncing some of the big and approved menbunts and 
dealers at Tudputri to facilitate the movement of cotton, .;iimndmit, etc., 
from that area outside. A few of the well-tcMlo ryots ol stains and per- 
sonal standing also get credit in the outstation. Tiiii work of tbo out- 
station may roughly be clussiheil under the following beads: ”- 

(1) Advancing loans for short x>c*’iods on tlie iiltxlge ol iirodiice — cotton, 
groundnut, etc . ; 

(2) lending on the security of simxile j 

(3) lending on the pledge of gold; and 

(4) dist*ounting of demand drafts and hundis. 

(])* Lending on the pledge of produce is at present ati import uni and 
major item of the work of tho outstation. The liorroucis jiledge the 
produce and deposit it in g<xlowns at their own risk ; the bank gets the 
godown insured at the exxiense of the borrower. Jt is liejit ui dej* lock 
and key. The boirower is held ri^i>on8iblo for depreciation ol stock or 
fall in the value of the produce and he may be called iqion to make g<wid 
the loss at any time. Tne maximum uxi to which advance^ may lie given 

is about 80 x>^r cent of the market value of the pledged. The 

borrower is not x>erniitietl to clear the produce out of tlic outstation, 

unless the claim is fully seitleri iireviousfy. Piecemeal clearance is not 

r rmitted. The local minimum rate of intere,st i.s saiil to vary from 7 to 
per cent. 1 understood that this item of business takes iixi alxiut 73 

per cent of the mone 3 ’ transa<*tions of tho outsT^ition. 

(2) Lending on simxde x^ro-notes ax>xiear.s very limited, and the cus- 
tomers of standing and status who are so financed nmy not l>c many. Each 
customer is given a maximum of credit up to which he may oxierate ou 
simple pro-notes. 

The other items of work are not conslderuble as yet. The fourth itemi 
IS intended to facilitate the export of agricultural produce froiu tW 
Tadpatri market. 



it may ihtis be seen that the outetation does a portion of the work 
at any rate relating to the financing and export of agricultural nroduoe; 
liut it may be noted that only rery big dealers and well-to^o landlords 
of standing and position receive financial accommodation. 

Agenciet of foreign firms. — In some cases the agencii^s of tlie firms at 
these centres themselves provide toin{K>rary financial accommodation to 
the dalals under what is local Jy known as ** unfixed contract or rate 
practice. That is to say, the wholesale dealers get the produce and deposit 
it with the agent of these firms; the price is not then settled and whole- 
sale dealers get temporary helji on the pledge of that produce and with 
that^ they carry on their operations. No interest is charged on the amount 
so advanced. A date is fixed, generally 45 days, from the time of advance 
of the amount within which the dealer has to settle the accounts and dis- 
pose of the produce to Uie firm at a price qiiot€)d by it. This is a finan- 
cial expcHlioiit resorted to under financial pressure, and*' it appears to fit 
well into the existing practices of financing and marketing. Under this 
system a dealer may suffer sometimes, as at the appointed day of sale 
of produce the prices may not l»e favourable to him for the disposal of 
the ji reduce iileugixl. 

The foreign agencies like Rally Bros., etc., appear strongly backetl up 
by joint-stock hanks or fiiiaaciiig houses at Madras or Bombay and they 
seem to freely operate on their acrcoiiiits. The process of movement 'of 
their funds nmycurn to Iks through the telegraphic transfers. They indent 
U|>on their Jioud offices for funds from time to time acxrording to the volumo 
ol their business. , 

(iendralization of marketing conditions — nof 2 h)ssihle.— The descriptive 
account just given tfoes not pretend to be scrientific and admits of local 
variations ; at best it is only a broad generalization from the facts gathered 
here. Nor is it suggestcMl that wdiat is true of a few localities in this 
district will hold Jpod in respect of conditions exon of the very ncigh- 
1>ouring districts like Bellary or Kurnool. Jt is instructive in tJiis con- 
nexion — to substantiate this point — to refer to very interesting results 
(hat followed an enquiry coiulacted by a sub-commift§e u]>poivted by the 
Indian (Jentral Cotton Committee into the marketing conditions and 
finance of the cotton produce in the Adoni and Nandyal taluks respectively 
of the Bcllary and Kurnool districts. For easy referenc*e, I may be per- 
mitted to reproduce below those results: — 

Out of a total nundicr of 741 cultivators about whom erquiries were 
made, 519 or 70 jter cent borrowed and 222 or 30 per (*ent did not. Bor- 
rowings were made at the time of the comracuicement of cultivation 
operations and nothing was borrowed subsequently etcept in two villageif 
out of nine enquired into. The amount subsoipiontiy borrowed was 
Rs. 4,154 w'liich is only one per cent of the total borrowings first made, 
only to pay Govern mont assessment. 

Amount of borrowings, — The following figures give an idea of tho 
l>or rowings ; — 


(a) Total amount borrowed Ks. d,31,6S6 

til) Noinber of oultivators recorded .. .. 741 

(o) Borrowings per head of cultivators recorded Bs. 448 

( d) N umber of borrowers , . . . 619 

lej Borrowing per bead of borrowers . . . , Bs. 889 

If) Total area of holdings recorded 26,894 acres 

jr) Borrowing per acre of the total area of the holdings Bs. 12*4 

(h) under ootton . . . . . . 9,836 aores 

Borrowing per acre under ootton . . Bs. 38*7 


The heavy borrowing head is said to be due partly to the f^ thafi 
all the cultivators examined except four were proprietors of w^le or 
part of the land they cultivated and therefore naturally command^ wider 
credit. 

Utilisation of the loans , — ^It is rather surprising that out of rupees 
8,31,686 bonww only Ra. 4,090 or one per cent was returned as haring 
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lioen taken for cuttivaiion i}urt>oses. The value of the loans t^ikeli tn tlie 
form of seed waa estiuiaied at li«. 202. The rest, namely, Its. 3,27|d04 
mre alJ borrowed for other pur|>osos classified a$ follows; — 


Otber parposes. 


Amount 

as. 

Peroentage. 

per oent. 

Domef^io 



40 3 

Marriage 


59,320 

18-2 

Parohftse of land 


38,040 

20-6 

„ of house 


2,353 

0-7 

,, uniinsls and carts •• 


19,600 

6-0 

„ fodder 


MO 

0'2 

Constrootion of hoase 


7.M3 

24 

Payment of rent and premiotu for lease 


2,230 

0-7 

„ assessment 


33 

« , 

,, arrears of debt 


1,600 

0-5 

,, for field labour 


2,400 

07 

Loss in trade . . . • • • 


l«,70.l 

51 

Litigation 


14,600 

4 5 


Total 

3,27,894 

100 


Some of the entries made under this eolmuti “ other purposes ” should 
have gone int-o the eoluinii tor rultivation purposes. It may also fm noted 
that very little amount was utilised to pay old debts— doubts aro expressed 
as to tlie correctness of the figures. 

Sources of horrowing . — The following statement gives the sources as 
well as the amount borrowed from each source. 


The sources. 

Number of Persons 
borrowing from 
each source. 

Amounts 

borrowed. 

Peroentags 
of total. 

Landlords 



330 

(320) 

I,88!'i76 

666 

Sowoars 



131 

(122) 

90,416 

27’3 

Gin-owners 



30 

(31) 

33,050 ’ 

UbO 

Traders and merohanis . . 



17 

(li) 

12,625 

3*8 

Friends and relatives 



8 

(8) 

3.170 

()9 

Government (Takavi) 



10 

(«) 

2,600 

1,750 

0-7 

Co-operative societies 



4 

(1) 

0-5 





(502) 

3,31,686 

loo 


(The figures shown in brackets give the nuinijer of persons who bor- 
row^ed exclusively from the source in question, wliile the other set of 
figures in the same c‘o!umn show's the number of cultivators who resorted 
to each of the sources either for the whole or for a pait ot' their total 
borrowings.) 

Sowcar not an immrtaut source of credit . — One interesting fact is that 
the sowcar was not 'the principal financier of the cultivakirs in the tract 
under consideration. The laiutlorcl was the eliief source in almost all thd 
villi^es investigated. More than half of the loans was advanced by him, 
and 63 per cent of the borrow'ers had recourse to him for practically the 
whole or their borrowings. The medium and large cultivators of this 
area are said to be as often as not traders in r>rod:i< e and money-lenders 
as irell as landhoMers and employed of field labour, Next in haportance 
to the landlord in the financing" operations is the s)wcar, lie was res- 
IHmsible for only 27 3 i>er cent of the total advances and 25 per cent of 
the borrowers took their loans from him. This appears to be rather in 
siugular contrast to the important part the sowcar plays in Berar, North. 
Gtl|arat, Sindh, tlie Punjab, etc., in which areas it is said the amountf 
udmneed by him ranged between 54 and 91 per cent of the total advanceSi 
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Uaie$ of initresi reasonable , — li is interesting to study the rate of 
interest charged on the advances. 


Rates of interest* 


Free of intereai . . 
At 6 per cent 
„ 7-4 per cent * • 

,, lOt-llJ per oeut 
12-12* ,, 

»» 1^-13* ,9 

9 , 13 per cent 
13* 

t* 13 »i 

• » 21 M 

„ 24 

M 80 9. 

.. 3« 


Total 


Amounts 

Peroentage of 

borrowed. 

total. 

B8. 

647 

0*2 

2<H) 


4,6m) 

21*4 

74,660 

22*6 

4,800 

1-4 

1,02,204 

68*0 

800 

0*2 

17,000 

6-1 

070 

0*3 

26,203 

8-1 

800 

0*2 

7,690 

2*3 

730 

0*2 

^4(H) 

0*1 

3,31,686 

100 


The Mtatemcnt inclicutos that 80 |)er cent of the ]oaii.s wore obtained 
at botwoeu 9 and 12} per cent which is fairly reasjiia!)le. 

Sales of produce not affected by borrowinua , — As to the effect of the 
borrowings on sales, it is said that the cultivators wore in general not 
««(inpered by their borrowings in the disposal ot their * kapas Only 
29 out of 619 borrowers, that is, only 4 per cent gave a verbal 
undertaking to sell their crop to their lender. Except in the case of 
one village, it is said the cultivators were not under any obligation to 
sell to their lender, it is pointed out further that the sales were made 
just in the ordinary course of business, and there is no evidence that 
they were in any way due to the pressure of the lender to soil. 'J’his 
coupled with the fact that no cultivator was obliged to effect advance 
sales to get the wherewitliul to pay oft jirevious loans goes to show that 
cultivators wore not Jianipered by their boiToivings as to the time of sale. 


The main conclusions of the committee icith reuard to financing of 
cotton are tabulated below: — 

(1) The cultivators of the western and northern tracts did not find 
any difficulty in obtaining finance; 70 per cent of the nunil>ei‘ examined 
took loans of varying amounts. 

(2) Borrowings were all made at the time of tlie conun en cement of 

cultivation operations, the amount taken sul)se<iueiitly l>eing almost 
negligible. . » 

(3) TJie borrow'iiig was heavy and substantial, working out to 
Rs. (^9 per head of borrowers and Rs. 519 per head of cultiv'atois 
recorded. 

(4) Nearly !K) per cent of the loans may be said to have been put 
to un remunerative uses. 


(5) The borrowing jier mne of the total area of the holdings was 
Ra. 12*4. Taking the average yield ot 184 Ih. of kopas per acre, and the 
normal rate at Rs. 3-12-0 per iiiautid of 26 lb., the value of the yield per 
acre would be about Rs, 26 2. Tlierefore the rough index of borrowing 
(as explained in the report) would he 47, which is a high figure, 

(6) The landlord was the cultivator's chief financier, being responsi* 
bla fj»r ' 56*8 per cent of the loans given. Next came the sowcar, who lent 
27^3 per c^ent of the loans. The co-operative credit movement is extremely 
badkward in the area investigated, only 0*50 of the loans having been 
obtained from co-operative societies. 

(7) Interest rates ranged from 6 to 30 per cent, but 84 per cent of 
the loans was obtained at 12* per cent and less, wffiieh showrs tha4^ money 
is readily available in this area ; 9 and 12 per cent were ^ chief rates. 
As long os mone;ir is so cheap, there is little scope lor the spread of the 
co-operative credit movement here. 
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(8) Cultivators wore not Kamperedl by their horrowitigt in the 
noeal of their kapae^ either as regards the persons to whom or as iwttsrdl 
the time at which they might sell. Practically oiilv one lender, a gin- 
owner, required an undertaking that tlie crop should l>e sold to him. 

Marketing and sale,— With regard to the sales, the enquiry has result- 
ed in the follow^ing general conausians. 

(1) Eighty-eight per cent of the crops is sold and 12 per cent remain- 
ed unsold. Of tlic ainount remaining unsold tlie greater part had lawn 
held up in the exj>eetation of higher prices. 

<2) The crop is sold mostly to the petty merchant or trader in the 
village itself. Of the amount sold, 87 per cent was soM in the village, 
and only 13 per cent in the market. In the noi*thern tract there wore 
no market sales. 

(3) The asual method of sale in the village is to sell the crop out- 
right to the petty merchant. There are no dedmlions made; but the 
seller has to pay his own share of the weighing charges to the wcighman. 
Payments arc very prompt. 

(4) The weights are usually of stone, and there is no authority to 
check or c'ertify them. This is a grave defect and gives opportunities for 
clec*eitful practices in weighing. 

(5) There is no storage accommodation, cultivators storing the kupas 
in their own huts. 

(6) About Rs. 3-12-0 per maund of knpas may l>e taken as the normal 
rate in the villages. The market rates are a few uunns higher, to make 
allowance for transport charges. 

(7) As a rule, cultivators do not sell at each picking, hut aell the 
whole lot after the last picking, unless money is recpiirtnl earlier to pay 
off Government assessment. Only 12 per cent of the crop was sold in 
the early period wdiile 88 per cent w^as sold late. 

(8) Cultiva^rs could and did hold their citjp until late dates in 
June and July in tlie expectation of higher iirices. There is clearly no 
pressure to sell. 

(9) Alwut 13 per (^ent of the total crop wm sold as lint. In general, 
however, the amount with each cultivator is too small to lie (Hmveniently 
ginned. Moreover, gin-owners do not encourage cultivators to liavc dir€^ct 
dcAiing.s with them. 

Besvmr. — It may thus be seen that marketing conditions widely differ 
from place to place and any lines for improvement ri'.ay Ik* with particular 
reference to the local conditions of the place with which it is proposed to 
deal. The picture given by the sub-committee referred to almve is very 
hopeful, and one feels difficult to suggest improvement w'hen the existing 
conditions in n locality like that are fairly satisfac^tory, but I am afraid 
wdiether the conditions referred to by the suh-eommittee are really as 
encouraging. For even according to the committee, we find that a g(K)d 
portiefn of the produce of the agriculturist is disposed of in the village 
rather than in the marketing tentre. It may lie that, suggo.sled, the 
intermediaries do not squeeze the producer and make abnormal profits. 
Even then the gulf betw^een the consumer and the producer is very wide, 
and the difficulties may therefoi-e be caused more by the long chain and 
multiplicity of middlemen than their individual avarice. Tt is a fact 
which may not be ignored. The existing machinery for distribution of 
agricultural produce is unsatisfactory and admittedly exploitative to a 
degree that should stimulate further linos of advance and progress. 

Marketing and co-operative effort. — Co-operative organization of mar- 
keting has been resoi*ted to with a view to minimize the diaadvantagea 
consequent upon the existing marketing practices and to enable the cultH 
vator to secure a full premium for the produce he seljs. Group marketing 
is admittedly more efficient than marketing by individiuil producers, 
o)ierative sale of agricultural produce through loan and sale soei^ies exist 
ing in this Presidency mav offer possibilities of development and s^*es^ 
Already there are five loan and sale societies organized in this clistri^ and 
three of them have begun to function. They aro of rec^t growth ana 
they are just feeling tlieir way and with more help from the (Kj-operative 
end Agricultural l^partmepts much good may rosnlt, 
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Bale of produce to a dalal and throuah a loan and cade eotiefy,^ 
X give below a hill of the sale of produce in a Jalai's shop and in the oo^ 
operatire loan and sale society. 


Dalai’s 

Value of Glromidoat 211 
tnaands. I 

Tain# of Jaggery 20 \ 
maimde. J 

Sold on lOtJb Deoember 1920— 
Dslali 


as* A. F. 


94 12 6 


2 10 0 * 


me* A. r. 

Loan and sale society— 

Value 94 12 « 

Commission .. «. 2 10 6 

Coolie 0 16 

Dedno'. 2 12 0 

Net Bmoant paid • . 92 0 6 


Eoiiun 

0 1 0 




Ammavari Basum 

0 0 6 




Coolie 

0 3 0 




PadikAttn 

0 7 0 


V 


MandiAllu 

0 6 6 





3 12 6 




Amount paid . . 

91 0 0 





94 12 6 

Value 

. 

. . 94 12 6 


Sale through a society would ensure correct weight, freedom from pay- 
ment of several items of commission, fair prijce and consequently a larger 
return for the produce he gets to the market. 


Borne difficMlties in loan and Mile societies. — The working of the loan 
and sale societies in this distri(‘t and especially the one at Hindupur has 
disclofi^ some difficulties. Producers generally prefer the dalal because — 

(IJ the dalal genorully advances money whenever required by the 
ryot during the year on the assurance that the produce would be brought 
to him for sale; 

(2) the dalal supplies the ryot with lus requiromonts— food-stulfs, 
etc., — whenever necessary; and 

(3) whether the sale-proceeds of stock are realized or not, the dalal 
accounts for the dues and settles his bills. 


Suggest ions for consideration. — If the sale societies are to become 
popular, the following suggestions deserve consideration ; — 

(1) Meml)6rs may he allowed small advances by o{>ening current 
accounts in their favour; 

(2) credit sales by sale societies may be permitteni to approved ousto- 
mers consistently with safety, the sales in the present circumstances being 
confined only to the local market; 

(3) the bills of the producer have to he cleared as soon as possible, 
whether the sale-proceeds are collected or not; 

(4) the sale societies have to federate, themseloes into central selling 
organizations and put themselves in touch with trade associations else- 
where and endeavour 1o dispose of the produce dirvx^t to them instead of 
locally ; and 

(5) better transport facilities may l>e providt^d, say. l>y motor lorries, 
etc., so that the smaller ryots who constitute the bulk of tlie agriculturists 
may take advantage of the sale societies. 


Pools — possihilities — success, — These suggestions lead us to a consi- 
deration of the possibilities of forming Spools* such as are reported to 
haviS l>een formed on a large scale in Canada and the United Btatea of 
America. The advantages of a system of pools may he briefly outlined 
as follows: * Pooling ' means that produce of similar grade and quality 
.b^onging to different producers is mingled together in a producers^ co- 
o^HSrative society which operating throi^ the control of volume, stahi- 
lises the grioos and sells the pniduee during definite periods so that the 
price received by the grower is bas^ upon the average pri«^ received 
nuring that period. The svstem eliminates the middlemen, cuts down 
the costs of marketing add obtains for the producer all the market would 
give. 
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To ooiMidor po«tsibititiee of development of poiding \i is necessary to 
consider it in i^aiion to several fartons involved in marketing. 

(1) Control of volumr of proilurr. — The |>ools of the North Amerlcnn 
Oontineut arc iiio«tly ronfmct p(mh. That is to say. the TOend>ei"8 cf the 
pool are bound together by an iron-clad five year contract. Tito contract 
binds the farmer to deliver during the life of the contract all the produce 
grown by him except what is neixvisary for seed. The grower agrees that, 
if he violates his contrai't, particularly as to dolivMv or marketing of 
produce other than through the association^ he will pay damages and 
the association is entitled to an injunction to prevent further br<»ach of 
the contract which is legally enforceable. The object of tho contract is 
to ensure volume of produce and to make the co-operative hnsiness a 
success. In fact, the Canadian wheat [hpoIs handled 53 per cent of tho 
total shipments of wheat in 1925-26 and it should he much mois' so now. 
They control a large percentng<^ of the total wheat average. 

In recent legislation relating to agricultural c‘o-opcratitin even in 
countries other than Canada, these tendencies are being rotognised. For 
instance, in tho Union of South Africa, it is reported that “ provision for 
the compulsory supply of produce is made in tlie mode! rules; also for pooling 
and pool payments. TVie Act also provides for hues to he imposed on 
members who fail to still protluce ili rough the ]n*odiice.'’ What is more, 
t'ompulsory <x>-operation is provide<l for. ** When the Minister is satisfied 
that in any district 75 per (‘ent of the producers. prrKhicing 75 per cent 
of the local output of any kind of agricultural yiroducc, are memliers of 
a co-operative soruety. he may give notice* that in fufure all produe<*rs in 
the district .sliall market their goods through the s«>fi<‘tv, wlmiher they 
are members or not.” Similar provisions exist in Now 5sontIi Wales and 
Q ueensland ( A ust r al i a) . 

Whether large areas of agricultural production can he brought within 
large scale co-ojierative organization and adennate volmuc of prodiK'O 
cftectivoly controlled and memhci’s of small cultivators in this Presidency 
made to agree to contracts, or an element of compnkion to enforce con- 
tracts through legislative interferems* is possible of introdmdion in tlie 
existing agricultural conditions arc (|uostions which T am afraid admit of 
a variety of answers and doubts and deserve sorious consideration by 
experts. 

(2) (U'adinq and control of -Commodit ies ns ih<‘y come to 

the association arc put into different pools ac<‘orfling to the finality and 
grade records agreeably to the market ifHininmumts. The produce may 
he sold in separate lots, liie actual piXM^eiMls of ('acii giade pool being 
divided among the growers in that pool. The pro' ’lorn of grade pools in 
this country must indeed present diffu nltics owing t > the large innnher 
of qualities of produce raised. In the existing cir:'Uim,f jinc<‘s in this Presi- 
denev tliis may he felt difficult because the recognition ot quality and 
grading of agricultural jirodnco will necessiinic a ( f)nsid«n al ion of improved 
methods of production as w'cll as harv'cstirig, assmohling, sorting, etc. 
The* points for consideration are 

(a) what varieties and types of produce are tlu' association to 
encourage and standardise ; 

(h) how to get tho members to follow the course decided upon. T%o 
ajssistance of the Agricultural Department is iicc''‘ssary to stand ardiso 
leading commodities and provision should he made ^or insncctioii at 
the IfK'al marketing socnoty. It is for cf)nsideraiion. whether Uevernment 
liave to provide nei*essai*v staff for the doternrnalifm of grading by 
charging the producers if necessary. So far as our Presidency is concerned 
at anv rate a good deal of propaganda and educational work amongst 
agriculturists appears absolutely necessary. 

(c> Prire, vanments to prodneern. — ^Pooling, ns is generally iinderstoofl 
in America, is intimately connected with the fpiestion of Ihe 1 >ri<.e of 
produce. The value of the pool consists in averogiiig selling prices. The 
pooling of produce through co-operative effort el 'Pi i nates chance uneven- 
ness in prices due to market fliictuatinns by eoualisiiig returns for ^nal 
onality and brings steady prices to producers. It encourages the pr<iduc©r 
bv promoting merit in producing. Individual farmers cannot understan<J^^’ 
the changing conditions of the market and they copslitiitc indnidually . 
Ptnall units in marketing operations. Poolhuj enioirfs muknig of praams 

X87 
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and protecU the producer from the effects of a had market. The mar- 
keting aaaociatioiui which adopt pooling make advance payments and <Mer 
final aettlement. This is necoasary f>eoause 

(i) it saves the oo-oporative sale society from assuming any financial 
obligation for the produce of its memliers. The agriculturist takes his 
chance of what the association can sell it for ; 

(n) it is difficult to estimate expenses in advance. Deferred settle- 
ment is therefore necessary; 

(Hi) if the sale society brought for cash, it would carry a heavy burden 
and would require considerable financial resources to hold its stock. Under 
the pool arrangement an advance only is given ; 

(tv) quality is far more widely recognised in pooling organisations 
than in any others j and 

(v) the averaging of results is easily achieved by xmoling. 

The experience of large co-operative societies in America is said to be 
in favour of the system of advance payments and deferred settlement, 
fho product receives at owe from 50 to 70 per cent of the estimated 
market price. He is not therefore standing out of the whole of his 
money. The margin is indeed allowed for risk of fluctuating prices but 
then ho has an organization working in his own interests to keep prices 
steady and rendering him services whicih the middleman system does not. 

Whether the agriculturists in this country .would agree to the pooling 
of produce and accept the average price which the produce of a paiti- 
cular quality would get is again a matter which in the present circum- 
stances admits of doubt. It takes time for the agriculturists here to 
appreciate tlie advantages of the practice. 

Unit of pooling. — Another factor which requires considci ation in an 
attempt to adopt * pooling ^ is the unit of pooling. In America it is 
said that pooling is done with thc> whole crop as a unit. Whether a 
pooling unit so far as our Presidency is concerned is to l>e, say, a district 
or a taluk or even a smaller area are matters for expert consideration. 

Conclusion. — The several factors and the diffictiltuvR to be vsurmounted 
with regard to * pooling ’ are many and varied, and they require careful 
preliminary invefutigntion before adoption. There is* no doubt tbat 
* pooling ^ has got de'dded adv^intages; it ensures bulk sale, prevents a 
glut of the market immodiatoly after harvest, ensures a steady market by 
a careful output of produce on the market, assures the producer an 
equal price and protects him from the effects of very bad seasons. Neverthe- 
less, the point for consideration so far as this Presidency is concoruecl, 
is whether we are ripe for organizing on simh a Urge scale as that. Unless 
all the forces available, public ns well as private, are mobilize<l. * pooling ’ 
may not bo immediately possible of adoption and trial. A long c^Jnea- 
tional work and propaganda among the ngriciilturiJ classes must precede 
the advocacy or widespread trial of ‘ pooling.’ 

• 

Facilities suggested. — In the meanwhile it is lietter to concentrate 
attention upon the following particulars : — 

(1) Oo-operative sale societies which have made a beginning in this 
direction may be given all facilities. The .service.^ of eo-opemtive Jnsnec- 
tors map he placed at the dfspo.sal of the societies for pui*|>oses of education, 
propaganda, promotion of business methods, etc. 

(2) The sendees of the offteers of the Agricultural 'Department may 
he lent free of charae to sale socueties for purpose of grading produt^e and 
assisting in the field service of sale so<*ieties. Graded prcKluce will gel a 
higher price than pmcluc-o of mixed quality. 

(3i> Storage faeilifies for the safe custodv of produce brought to the 
sale soci^y may bo provided. Loans for the construction of godowns 
may he given more reasonable terms than now. A grain elevator system 
is not possible for reasons referred to by the Boy il Commission on Agri- 
culture. A system of licensed wareliouses sucH as is said .to exist in the 
United States of America may be encouraged through private enterprise. 

(4) There should he an or<ra?iiw»d agency to sunply market news to 
all concerned. An AarienUitral Marketing Board man he eonsfihtied for the 
Province, gnd it mig^it l>e entrusted with a sfud^ apd investigation into tlm 
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iiltiUtodii oi luui’kctuig oi pu^rticular kiud^ oi agricullurui iii'uduco and attiair 
«iu<K Hiieli iin educating tlio produt.*oi\'> an U\ iUo ol 

and hupplyiug in vcriiacuUr uiai ketiiig iiKoriHiUion. At pi'eseni 
yie sources of inloriiiution are iew, and are not at all avuilaldo to thoSK) 
wiio arc in need ol intormatioii. 

(5) The existing finutukil innUtirs /t/r sale societies inn,r/ (ni mai/« 
viort elastic by linking up sale societies with the linpei'ial Bunk of indiu. 
Provision may be maue for tiio giant of aiiorUieriu loans to such 
societies witli adequate security if tlic iiumcy i.s advanciHl t<» ineiubm^ 
lor an agikitliural purpose or if it is uschI to pay laeiubcrs for ngricul- 
iural produce delivered or to hiianc^ ilie smieties in grading and preparing 
for niurket prixfuce grown by lueudiers. 

(0) 'I he si/stem of regulated viarkefs mmj ie trini and necessary 
legislation may be underiulcen. Dabils and wcigliinca may be HwiiseU, 
deductions and levies standai di.stM.!, weights eertilicHl and Icstcil. This 
will protect the iiiterc3sts of the <-ultivator and a ill se rMre l'» him betur 
[•rices, fairer weighuient and freedom from illegal did m lions. 

licmittatice faciiittcs — Kxisiiraj favdiitvs.—Tha iitiertial rt'iuiltuiitvs 

bolwotm one place and another arc made through post olfitc or huilitatcd 
hy remittance transfer receipts, telegraphic transfers, bU[)ply hills, iiundis, 
01 demand drafts and clHH[ue.s. As 1 already ind ii a l ed, the agomdes ol 
foreign linns established at unportunt eommercial centres in tlio district 
largely get their funds through telegraphic transfers. Other buHinessmen 
make use of the District Co-operative Central Bai;i; at Ananlapur for 
the purpose of small remittances. For instance, lirms at Madras send 
goods to merchants here and eiielose the railway receipt along wuth iho 
demand draft or hundi to the District Co-operai i' e C'eutral Dank for 
the collection of the amount. The amount is piyalile (K) days alter 
sight or after dato or on deuuiiul, and tlie amount is sent to the ti nu 
alter payment by the customer here liy moans of a cheque issued 
either on the Imperial Bunk of India or tlio Madras Central Drban 
Bank with whom the central bank has got easJi credits and banking ac- 
counts. Sometimes the, remittances of money to outside places are also 
maue liy paying money in the district central bank and taking a chi*quo 
from it on one of the two banks just referred to. But this ts veiy limited. 
Similarly the Hindupuv Co-operative Town Bank has also lieen of con- 
siderable assistance to business men in lacilitating remittances. 

Ck>-operative societies are permitted to remit moneys through remittance 
transfer receipts. 

Ejcisting difficulties aud suggestions for improvement. — It is under- 
stood that supply bills are not issued by the Huzur treasury here; nor 
are they paid out of treasury^ balances here. Currency transfers are issued 
on the Huzur treasury and the amount paid out from September 3928 to 
March 3929 in respect ot those transfers mostly to the agencies of the 
foreign firms such as Rallv Brqs., Volkart Bros,, etc., came to Rupees 
7,66,000 working out to a little over a lakh of rupees a month. Currency 
transfers are, moreover, issued only' in even thousands of rupees and the 
minimum limit of amount is Rs. 5,000. 

Remittance transfer receipts are is.sued for public and quasi-public pur- 
poses and the amount paid out fioro during 1928-29 by the Anantap/ur 
tluaur treasury comes to Rs. 1*84 lakhs and the remittance transfer 
receipts issued by this treasury amounted to 3[U. 7*09 lakhs. Co-operative 
societies remit moneys, as submitted, through remittance transfer receipts 
to the secretaiies or chairmen of societies and to central co-operative 
banks wiiich are situated at plac^ where there is no br-inch of the 
Imperial Bank of India, for bona fide remitiances to and from the Imperial 
Bank, provided that the amount to be remitted at a time is not less 
than lU. 150. This iswue of remittance transfer receipts to co-operatix'e 
societies is restricted to fAe transactionM between the $ocietie$ ihem$elve$^ 
These reetrictionH do not facilitate remittances as much as one would 
desire. 

t^uggtsitone for fmiworfinenl.— Befnittance facilities so far provided 
sie indeed cheap and Have been proving useful. The following suggeftioas 
are however for condderation : — 

(0^ postal dharges may be rednoed. 
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(fi) It u* neceittiary that a smuUer minimum in respect of supply bUlt 
it fixed and all trea^urioA ar<3 naked to isatie ;,heia. Ab aai)ply hills are 
transferable, tlie^ will beconie a mode of reiiiitianee of mouejii 

with the publie if the liuiit in lowered. 

(Hi) The minimum amount of a rcmiiionve iraH»jer receipt issued to 
the public for the purpose of the purchase of Gov'CJi-njneiit stvuriiios, viz., 
Hs. 5,(X>0, may lie tiUi lovcered and fixed at, saj', Ea. 1,000. 

(Ir) Co-operative societies may Ikj permitted to remit smaller sums 
than Ks. 150 and the limit fixed at, say, Es. 50. 

(v) Urban co-operative hanks may be allowed facilities for huyiny 
and Belling remittances to their members through remHtance transfer 
receipts , — Thus tliey may lie enablecl to secure for their members some of 
the facilities which are avuiluble to traders and businessmen in big tow^ns. 
There is nothing uneo-operutivo in a co-operative bank affording facilities 
to each of its members to remit his money to another centre or to get for him 
fiom such a niace. It is true that tfie frcH) of remittance transfer 

n*ceipts should not be unduly used for making profit only. Ifostrictions 

may bo imposed on the* amount that may bo reniiUfKl tliis way in a day. 

Even on the ground of profit or abuse of the concossion, it is ratlier diffi- 

cult to deny ibis privilc'gc. It would in the first place bo difficult to 
distinguish l>etueou remittames imult! for business of i>urchase and sale 
cf liundis for itansmission <»f its oivn fumls from one co-operutivo smuety 
to aiiotlier. Sc(!omIly, if such free u.s(» brings in a little income to the 

co-operative bank that income need not be grjiidged to it in view" of the 

fa.'t tliat the pro-secnition of tli is business is in tljc public interest and 
that lor cairrying it on a w'oli-paid staff is necessary wliicli the bank i« 

net in a position to employ, especially in the initial stages. All that 
lequiied to lie seen is that ibe eoneession is not annsed and tbi.s could bo 
provided for by putting some restriction. The necessity for providing 
facilities liccomcs doubly clear when it is remoml)eted that 

ta) the number of joint stock banks is sma'l; 

(b) even with the opening of branebes of liio imperial Hank there 
arc many tirbun areas which are not reached hy any joint stoiik bank or 
branch of the Impiuial Bunk; and 

(c) it is dcsirublo, whore hanking is done on a co-operative basis, 
that thib slniuld be eiiwmaged rather than the formation of a joint sfo(;k 
bank. 

In a few importunt commercial centres like llindupur hundis ur© 
loc^ally discounted and the conveyance of cash to neighbouring taluks 
is avoided. 


The samples of liundiw received for instance in the Anaiitapur District 
Co-operative Central Bunk arc given below: — 

( 1 ) n undi. (My.soro.) 

# 

The Ilaju Cycle and Motor Work^s, 
Bs. 188-9-0. Bangalore City, 

8tli October 1929. 


At thirty days after sights idea.se x>ay Messrs. The A nnntai>ur District 
Co-operative Bank, Ltd., or order the sum of ttupees one hundred and . 
eighty-eight and annas nine only for value of railway receipt attacdied 
herewith. , 

For the Raja Cycle & Motor Works, 

(Signed) * ♦ ^ . 


To 

Messi's. The Noo Auto Works, 

Towti Extensions, Anantapur. 
(Jj) Hundu (India.) 


— 41, Abdul Rahman Street, 

Bombay , 

Uth October 1920. 



im 


30 (Thiriv) clayn ufitr sight iMsy to ourselves in or oixlor tlie 

itiui of 17H-8-0 (HmK*e» one himdrotl and tiOYeiity-oigUt and annas eight 
ttldy) for tlio value riM'eivod in goods. 

For \ u-tor Watch Co.» 
(Signed) • * * » 

Muituger. 


To 


Mr. V'. C, V'cnguniia Cheiiy, 
WaU*h morchunt. 


No. 3H8. 


Uumli, (India.) 


Madras. lOtii 0< tobtT lf)21h 


At (/fii/.s ttniv It I A please pay to the oixlei* of the Anaiitapur Pis* 
iriet tb-oiierative Central Hank. Ltd.. Anaiitai>ur the sniii of rupees 


oighiy-eiglit, anna <»ne and pies 
No. 771)3 of Kitli Oetohci 1921). 


foni only value roceived — vide Bill 


To 


Messrs. Sri vSadhuna Press, 
Extensions, 

Anaiitapur, 

Its. m-l-i. 


J. B. Advaiii A: Co. 
(Signed) " 


Lid., 


Manager, 


(4) 

Madras, 

Its. 150 only. ^tb October 11)29. 

J/ sight |ia.N to the order o f M ossrs. The Anuniupiir District Central 
C'O-operative Bunk, Ltd., Anaiitupiir, the sum of rupees one hundrctl and 
fifty only lor value reei'ived. 

To 


Messrs. The Motor Warehouse, 

Anaiitapur. For Bane, Limited, 

(SigntM.l) * 

iJirccior, 

3. Value of land per a< re for different hinds o/ ( tops — oitservut ions <tf 
Sir Frederich yicholson, — Sir Frederick Nieholsoii, when (’oUeirtor heroin 
18B7, wrote as follows : — 

As for the wealth of the district it is simply non-existent. Taking 
the iTot first, his cultivation is gocxl evidence of his jioveiTy. TJie lyot 
has little excliange value in his land ; to judge from registration trans- 
actions, it is, exi*ept in Tadpatri generally and in some parts of the oilier 

taluks, hardly a marketable article: at all events the lyot can borrow 
hut little upon it; tliis stands in his way should he wish to make improve- 
ments; though on tlie other liaiul it tends to prevent ri?ckloss indohteefness.*^ 

Also, the question of the pressure of population on land and the 

consequent enhanc*ement of the value of it does not at all arise in a 
district like tbi.s. Pressure here is the inability of the hulk of the 

soil to yield a crop in bad seasons, and no abundance of land will oorai>onsate 
for that inability.” 

Influences contrihutxn j to a rise in the value of land , — Since Sir 
Frederici Nicholson wrote, there have nevertheless lieen forces at work 
which in recent times have contributed to the general rise in the valoo 
of land. 

(1) There tms a general rise in prices of the vhtef food grains-^ 
paddy, cholaiti, ragi, etc., quite in accord with the general rise of pruos 
of these crops in Uie Presicfency as a whole. Though the abnormal coBdi<^ 
tions created by the world war ceased, the prices have never 3ome ^ 
to the pre-war level. Nor is it likely to happen in future. 
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(t) Aaothor lAcUir of iiiijMiHauce i» tlie ramng oj cmamtixud ria// 4 , 
liucli as, grounduttt, ea«^tc>r, and oilier oil 6oeds ou a larger bcalo ilioii 
More. Itiis is not only lHx*aUi*o of tlio recurriiig I allure of iiiotibooub liut 
also be<?ause tiieso croiis will get ready cash jato the iioi'keis of the 
agriculturists. 

(il) Even with the bharji viiubsitudcb of .seubui in the district, land 
is still considered to be a proper and saio ob/eet of iiivestiiieut by the 
cultivating landlords. 

These factors have o|>erated in inereasiug in receiiL times the value 
of land. The following fuels gathered Iroin the lesottlemont scheme 
report (1^26) of the rot* soil taluks of this district are instructive in this 
res|>ect : — 

Dry lands without wells. — The cTops raised on these lands are koi'ia, 
eumbu, horsegram, groundnut, etc. In the period from 1919 to lt)2d dry 
land without wells sold from Rs. 11 i>er acre to Us. 87. 

Dry hinds with wells. — Rugi, partly eholam and korra aie to be 

accounted to these dry lands with weds and garden lands. TJie value 

of dry lands with wells averages during the same period from Ks. 72 to 
Rs. 230 per acre. 

Wet lands. — Paddy is the principal crop raised in cvet lands. Sugar- 
cane is to some extent grown in iliiidupur and J’enuKonda taluks. The 
value of wet lands (single crop) under tanks ranges from Rs. 73 per acre 

to Rs. 782, while those under sources other than tanks range from 

Rs. 83 to Ks. 463. The lands commanded by the Peunar ctiauneis in the 
Anantapur taluk fetch an average price of Rs. 3^57 per acre. AVithin 
these limits the individual taluks show different variations. The value 
of wet lands, for instance, shows an increase in all the taluks except in 
the Kalyandrug taluk. There are wet lands, for instance, in Hindupur 
taluk, the prices of which go up to Rs. 1^500 an acre and over, the source 
of irrigation being tanks and the crop raised being sugarcane. 

The following observations are made by the Settlement Officer: “The 
one feature noticed during resettlement is the paucity of sales of land. 
Much of the purely dry land has no sale value and the fields are assessed 
at lower tarams only. Those protected by wells and witliin a reasonable 
distance of the village site can be sold. The l>est dry and w'et lands 
never come into market and the absence of any market value on much 
of the lands is due not to the assessment but to the position of the lauds, 
their natural i>overty and the fact that there are considerable stretches 
of similar land available for occupation.’^ 

The ratios of sale value to assessment according to the registered sale 
deeds in the case of the various classes of land in the six taluks of this 
district are compared with the ratios according to land acquisition records 
and records of sales in execution of civil court decrce.s^ during the five 
years 1919 to 1923. 


Ratio of Sale vulae to assessment. 


Wet lands. 


Aooording to According to According to 
registered land acquisition Civil Co art 
sale-deeds. records. sales. 


Lands under II Class tanks • . 60 53 

Lands glider other tanks . . 56*17 

Iiands under souroes other than 46*10 

tanks* 

Dry lands with wdls .. *. 300*71 

Dry lands without wells . . 53*60 



Qn the whole there has been an increase in Hie value of landed pro^ 
perty in recent times, ThO increase in the value of food grains is the 
chief cause for the rise in sale value added to the fact that even now the 










«ily whit'h the average agrtculturiiii look?j to for any ofhii 

aiirptus capital is in poix^hasing more land. 

It may be seen from the statement given atiore that the ra|i«e 0 / land in 
respect of sales tti erecutton of ciitl court decrees is more often tkim not 
lower owir^ to the fear of existence of cUiims and eroita-clattns than the 
value of land in purchase by private iiemitiaiion as the registered sale 
deeds indicate, a'hereas the vulue of land by acquisition is more often 
greater than either the sale ^ntlne of hmd in exeeution of civil court •lecrces 
or purchase hy primfe negotiation, ft may generally safely be aiiserted 
that when the land is sold by coercive process it fetches much less than 
when the sale is efft'cted hy private negotiation. My own fiersonal expe- 
rience has lieen that most execution applications in respect of nnxuirs of 
duos by memljei-fi to co-operative societies are returned by the offtcers of 
the Revenue Department with the remark that the sale fetched no bids. 
This is promptetl more often by considerations of sympathy to one 
another among the members or villagt> eombiiiaiion for ivasons of com- 
mon intciosts and scif-preservation. 

Very little land was sold during recent years for no.i-fHutnienf of 
revenue as may be sec*n from the following statement : - 

Statement showing the particulars of immovablo property s<dd for 
arrears of land revenue in the red-soil taluks of the Anantapur dist»*kt. 


Total number 

Average 

Total 

Average 

Peroentage of 

Total amount 
realiaed by sale 
of landed 
property from 

fnalia 1 SOl In 

immber of 

averaor® 

amount of 

average 

of patfadars 

defaulters 

detnand from 

at rears from 

arreara to 

in fusli 1330. 

from fas) is 

tMlia 1824 

fuiU« 1324 

total average 


1324 fo 1333. 

! 

to 1333. 

to 1338. 

• 

dwasnd. 

1333. 

(!) 

(2) 

(8) 

(♦) 

(«1 

(«) 

79, n 26 

17 

as. 

C, 27 ,927 

at. 

233 

1 

•04 

307 


It is afiparont from the siatcmient that land rtsvenrio is (ollec’ted with 
ease and that land is seldom brought to sale. 

4. Agricultural and land mortgage hanks — Ahsenre of legal irnitcdi^ 
rnenis , — There are no legal impediments to mortgage of land and 
agricultural holdings in this district. 

Ahsence of mortgage credit institutions . — There are no land mortgage 
banks or any other banks in the district for the provision of long-term 
credit. 

DlfficMUies of organization of mortgage institutions in the disirirl . — 
From*wdiat has l>ocn submitted so far, it may bo seen that most land 
in the district consisting of very poor red soil has hardly any sale value. 
It is only the garden lands consisting of wells, lands under tanks or 
channels with some certainty of supply of water thar have any vjiliie at 
all and the percentage of such land to the total area under cultivation in 
the district is indeed verv small. Even the lands classed wet have no 
perennial sources of siifiply hut depend upon rainfed tanks or (haninds. 

In view of these circumstances doubts may easily arise as the [lossi- 
hility of introduct4oii or success of land mortgage institutions in this 
distnet. A series of two or three successive bad years, which is not a rare 
phenomenon here, may bring about very abnormal conditions of exist- 
ence. The success of a land mortgage bank, as I conceive it, almost 
entirely depends upon the mpneity of the borrower for prompt rejiny men t 
as well as the certainty of repayment. Though some of the landlords and 
well-to-do tenants may have the capacity to repay in nomal vearM, cfuidi- 
tions are lacking which ensure certainty of repayment. Ins^nj^ arc 
* not lacking in the district where loans advano®^ .gopd wet land iiimcr 
the Jjtod Traprovement Ijoans Act could not he entirely recovered sulise- 
oiM^tly and partly had to he written off. as the land proved nmU^n gti 
ficepupt of the pwarious irrigation smiiw* liecommg dried up. 1 have 















inbmitted thefte stray cotiHiderations with a viaw to I'mphaaine tho dilB- 
oultiaa which might attend upon attempts at organising land mortgage 
hanks in this district and which therefore warrant caution. 

Prelivi{naiH€$ ilo onjimizniiow — Kconmnie Mttrveih — ^Kren within these 
limitations, however, a few select localities comprising wot land may bo 
taken up and attempts made to start these institutions, fn doing so 
important preliminaries should be carefully attended to. 

(i) An intensive agricultural and economie mrvry may he made of 
the locality where it is proposed to start these hanks. TIte existing 
indebtedness may l>e ascertained and the long-term credit recjuirements 
of the lof^ality and the need for a bank found out. 

(ii) Whether there is adeq-uate human agency to run the instiiuiion, 

when formed, should be carefully enquired into. Efticient management is 
necessary, and unless this is assuriM], no step forward need l»e taken. 
Accurate valuation of land, f?aroful scrutiny of rights, examination cf 
the purpose of loans, careful supervision over the application of the 
money to the proper objects and insistence on strict repaymimt — tbeso 
are responsible duties that devolve upon the management, and unlef^ the 
management is efficient, these are likely to be ignored. It is rightly 
cmphasiHe<l that the “ reputation of debentures iii the market will depend 
on the efficient iTiaiiageineni of the mortgage banks as a whole. Confidence 
in the good banks may be lost by the default of the bad. The 

necessity of adef|uate and competent human pgenoy cannot be suffiiicntly 
strwsed. 

Huggexfinn/i for imjyrovemenf. — (a\ Tt is l)etter to improve fhf iitle 
of oumrrfihin with a view to simplify reference. ft is necessary that 
there should be public compulsory r^istration of tiths and tliaigcs 
for. the land so ns to make existing liabilities oosv to be n^'cHained. 
Tt is said that ‘ charges ’ rreate<l by agreement of parties in a c ivil court 
are not registered. This requires revision. 

In riermanv it is jmint^ed out that tbo * Land Ilecord ’ is proof abso- 
lute of title. Government bearing the co.st of any compensation found to 
be duo to a person whose rights liave not beim dulv recorded. Also, a 
mortgage is eertifie<l in Germany by a ** deed *»f mortgage ” Ix'nring an 
extract from the land record, and since tbo entrv in the land record is 
in Germany the legal basis of the mortgage, the legal basis of the ‘'deed 
of mortgage i.s universailv accented as sufficient and pas.ses from band 
to hand as a .*«ecuritv. These circumstances are '*aid to acc^oinit for the 
siicoess of th'' land mortgage banks in Gennnny. f am afraid the pos.si- 
bitities of reform on tbeso lines in this provinr-e appear doubtful, .^nv- 
wav. ihev require careful examination from the point of view of the 
existing law on the subject. 

Tt is also necessary to provide against claims wldch exist indencndontly 
of doeuineniary creation, especially of co-sharers. Wliether the legal process 
of * purge ’ said to exist in France is possible of introduction here is a 
matter which k'gal experts may usefully consider. Borne such legal safe- 
guards are noces.sary to ensure the security of loans and to avoid |>ossi- 
hilities of litigation with which land mortgage bank may Im? confronted 
in their absence. 

(h) For the effective and successful working a mortgage bank, it 
is nwes.sarv to invest it with summary and cheap legal meihodx for re- 
eovery of dehta and sale of borrowers’ property pledged for loans in the 
event of nr^n-nayment. Tt may appear riskv to entrust banks with this 
nuthoi’ity in the earlier stages but wdtb adequate safeguards for the use 
o( this power, this will prove fn the long run very ©ffeetive and wull 
ensure punctuality of repayment upon which the confidence of the public 
in the mortgage hanks depends. Ciieap money is possible provided the 
lender is sure of getting liis money back. Tf the bank cannot recover 
its loans with ease end cectaitttv, it should raise its interest rates. It may 
he provided thgt in the event of non-payment of annuities due by the debtor 
witheut shfficieiNt cause shovm, the produce and other movable property of 
the defaulter may be sCilsed first subject to the limitations laid down in 
section fiO of the Civil Fixicedure Code and if these are not found suffieient 
the bank mav attach the Pioi^lgaged property, sell it in public auction or 
take over and administer, Of its pwn the property by appointing a 

receiver, 
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I extract below the relevant section relating to the snmmor^j l>irorei| 
pf recovery of sums due to the Land Mortgage C ted it Associations in 
lien mark f and it is for iTon&ideration whether ctonie suoh powers may be 
giTen to the mortgage banks with due safeguards against abuse of the 
privilege : — 

** The directors may with legal effcMd agree \ ith the meiuhers or 
deht<irs of the association that the latter do in the mortgage deed given 
by them to the association grant the diriHt^u's the rig!it that if they do 
not fulfil their contractual obligations, the diiwrovs in ay in €‘\ei iit^on 
make distraint uj>on the property given in pledge ainl its appnrtenaiie^ 
and may thereafter cause the same to Ik' sold u pnblii’ uuciion, and in 
case of nt'cessity may take it over as pixiperty of tlie association without 
previous arbitration, recourse to <*ourt or judgment, in which case t4io 
distraint made by the dirtH'tors of the nssiunation or Iht' auction subse- 
quently ordere<l shall not he stayoil or called in question in any appeal 
to higher authority, Ku<‘h aiu^tion being lu'hl in lUH-ordanee \wtb the noti- 
fications of 22nd April 1H17 and 11th J^pteinber \vlit«rehy tlie member 

or debtor con<x*rnod is eiiipoweriHl to institute i suit for restilutiuu in 
order to obtain full coinpcnsation from the asRiKuation.” 

(r) A reduction of costs as suggested in the question may Jii‘lp the 
banks. 

Working rnpital. — (a) The funds may not be obi aim'd from deposits. 
Deposits run for a very short peritHl, and a land mortgage hank cannob 
depend upon this source. Those that |nit in leposits are mostly profit 
stoniil middle c'laanes and Oovernnient servants, and they may not 
reasonaVily affonl to invest their savings for long porimls. In land mort- 
gage hanks deposits play a ctnnparatively unimportant part. This iU»in 
therefore may he practically nileti out so far ns a land imirigage hank i« 
cont'orncKl. 

(h) It is not known what * rentral iusfifnfitns^ refer to; jtrohalily 
the reference is to a central land mortgage hank to which I will refer 
presently. 

0) Dthenf ore hands will constitute the important item of the 
working (‘apiial of the proposed mortgage hanks. 'Phat has been so in 
the case of land credit institutions in other counti*i(‘s. and there appeara 
no other alternative even h(*re. The main disfinrfion hvtwern dejHisit 
and investment is that a depositor has to have his inonoy reiniid to him 
in cash on demand, whereas an investment derives its value from the 
fact that it can lie sold and transferred and that there is a market for 
its sale. It has of course in many caseH to bo eveninally repaid, hut 
only at a stated date some time ahead. This is possible only through 
develo|uiient of the dolKmtnre 'where the princiniul is seciP’od by a 
definite mortgage. 

Moreover, there are certain advantages in land banks raising money 
by means of debentures ; (a) delientures are issued only when there is 

demand for loans — interest-bearing surplus deposits are a source of loss 
to banks; (h) deposits are for short periods or repayable at call and they 
cannot be locked up in long-term loan.s - -delKnitures run for as long a 
period as loans advanced and there is therefore no Un'King up funds; and 
(r) investors obtain their money whenever they want by selling debentures 
in the market. 

From all points of view therefore it follows that the mortgage banks 
must raise moneys mainly by the issue and sale of delieniures and must 
offer a reason^le rate of interest. As moet i>eopie in the Province are 
not familiar with the lK>nds and as the business is new, in the initial stages 
it is neeesHarv to offer a fair rate of interest to attract funds. Other- 
wise it may W difficult to vecure the sale of debentures on a large ijcale. 
Six per cent may he fixed *iii the maximum rate, 

NondiahUity to attachment , — ^Beboninres should not be made liable to 
atiadunent or sale tm^r any decree or order of court of jnstice in respect 
of any debt or liability incurred by such member. 

Central land mortgage hank , — ISven ae it is, the working of the land 
mortgage banks so far in our Presidency snggests that they have 
with a few exceptions succeeded to attii^ funds by sale <rf debentures^ 

188 * 
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This to ft cofiftidoration of the necensity of a central mortgage insti- 

tution. The necessity for such an institution is not doubted. It has 
reoeived support from the Conference of Registrars of Co-operatire 
Bocieties in India held in 1926 at Bombay. Tho Madras Committee on 
Cooperation (1927-28) has recommended the formation of such a l^y and 
latterly the Royal Comniiasion on Agriculture has endorsed it. ^e 
advantage of a central land mortgage hank in that U commands a wider 
and cheaper market than banks of a purely local chara^-ter; on the other 
hand, it cannot, as in the case of a locjal hank, command that local, 
detailed knowledge ahich in a credit bank is e.ss^'ntial. if its financial 
position is to be absolutely safe. Wliile n central Inink enjojfM cheap credit^ 
a local Intnk envoys good necurity through personal, local knowledge of 
the borrower, his property and other circumstances. Ilie centra) land 
mortgage bank constitutes! with primary land morigago hanks and non- 
borrowing individuals as shareholders may float debentures on mortgages 
iransfened to it by primary mortgage banks and finance the latter out of 
the sale proceeds of debentures. 

Ttaie of interest. — The rate of interest to the memlwrs rnnff not 
exceed 9 or 9^ per cent. There should he sufficient margin to cover 
expenses of tlie hank. On the other hand, it should not he so high as to 
hit the borrower hard. Tn some European countries, the rates of interest 
reach 91 per cent and it is not considered Ingh in view of the rnte.s at 
which agriculturists generally raise money. For instance, it is laid down 
in the case of the Hulgarlnn Land Mortgage *Bank that the rate of inferfat 
which will he required fiYJm customers of tho hank muH not exceed Ity 
more than 2i ;>cr cent the rate of tnferett paid. Jnf the hank 

to the. holderx of itn hotuU. Since the Bulgarian Sftate has guaranteed an 
interest of 7 per cent on tlie capital engaged in the hank, the persons 
having received credits against mortgages will not have to pay more 

than 9J per cent per year while moreover in Bulgiiria a rate of interest 
of 10 per cent and more frequently has to l>e paid for mortgage loans. 
It may also he added that out of 20,000 shares of the Bulgarian Bank. 
2,000 are reserved for the Bulgarian Government, 2,(X)0 to the insurance 
companies, etc. 

Oovemment guarantee. — (i) Tn the initial stages it is necessary that 
Goremmenf should ovnrantee interest on the debentures i.ssued hv the 
mortgage banks with a view to ensure confidence among the public. 

(ii) It is also desirable that Government also find it convenient to 
suhserihe to the dehentures; for, ns the Jdoyal Commis.non on AgrtevU 

ture suggested , loans under the Land Improvement Loans Act 

may be advanced to the mortgage banks to he advanced only for the pur- 
poses which that Act recognizes. 

(m) In addition,* the Imperial Bank also may assist the flotation 
of del)entur€« of land mortgage hanks by making advances under section 
20 of the Trusts Act against mortgages taken l)\ them and endorsed in 
favour of the Imperial Bank. 

(iv) Government may also he called upon to eontnhuie in initial 
stages foTcard.< the cost of emplai/itig expert valuers for pur|>os^R oT laud 
valuation. It is necessary further that all the privileges conferred on 
co-operative societies such as exemption from stamp duty, reaistration 
fees^ income-iax^.^ etc., are continued in favour of mortgage hanks. 

(vl All religious institutions may he permitted to invest their unused 
funds in the dehentures of land mortgage hanks. It is said that funds 
are available with the Court of Wards. They may be diverted to the 
investment in debenture bonds. The insurance companies, for instance, 
which have got large funds may he permitted to do likewise, 
fn all poesihle ways Government should «4Sisist the mortgage hanks at 
any rate in the early stages of their working. 

Gt>vemment control. — (1) It is necessary to take steps to secure fJovern- 
ment against unnecessary loss. Oovemment must have representation on 
the Board of Management of the land mortgage hank to safeguard its inter- 
ests and must nominate some of its officers to the Board of Management 
of the hank, as the Central Government does in the ease of the Imperial 
Bank of India. 

(2^ The npnointmmt hy Oovemmfnt of one of its responsible officers, 
preferably the Registrar of Co-o^rative Societies, as the irvgtee will be 
another safeguard. It will he bis dut;r to see that? tbe bank is nin on 
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•ouud tines aud tUat it fulEls its obligations to the doboiiiurodtolden. 
He may lie eritniatod with iiocH?«sary {mwers to carry out hia Heavy 
mponaibilities. 

(3) The apjM/mtmrnt of the cx|>crf staff of (he land mortijatje htnk 
for the purpoee of carrying out valuation of lanO, scrutiny into the titles, 
etc., may be made subject to the previous approval of iho trustee or of 
Government. 

(4) Oovernment must have poaer on the bluest ion of the tiustee 
to interfere with the conduct of affairs of the Ifonk such as, ior instaiuHi, 
rescinding or vetoing any proc^eedings of the bank which in tlie opinion 
of Government are not calculated to the proper administration of the 
bank. 

(5) The issue of debentures hy the bank may be made subj(‘it fo 
the previous apjnoval of Government or of the Ministry con(*ermHl. 

(6) The rule that the amount of debentures in einuhifton shall in. 
tfo case ejrreed the amount of loans outstanding shouid bo rigoiously 
enforce<l. Othorwisej a xiortioii of tlio bonds would not bo securcHl i»y 
mortgages, and this may reduce the popularity cf dclienlurcs aud bring 
down their market value, 

(7) Government must insist on the frequent publdaiion of untnints 
of the bank in the official Gazette and tho audit oi its aevounts by ((iiali- 
fiod auditors whoso appointment will of course be sul>ject to tho ai»piuvnl 
of tho Kegistrar of Co-oi>erative Societios. 

o. Indebtedness of agricultural classes, * 

Absence of data for an estimate .—So lur us I know, iliero is no (estimate 
of the existing indebtedness of the ugriculturul classes for this district, 
nor has any systematic atUnupt been niude for an economic survey ol any 
of the villages in tlie district. 

Existing sources of informaiion.—\ \\u\o furnislied above tho amount 
lent to agriculturists by tho co-operative societies in the district as also 
the total outstanding loans advanced by Government under tJie Agricul- 
turists’ Loans Act and tho Laud linjiroveinent Loans Act. It is possible 
to get an idea of tlie private money-lending Inisiness in the <li.stiict 
fiom tho statistics of the Jiicomo-tax Departmeiu. For instance, the 
number of money-lenders, tho amount inv'olved in lemling in tlie distiict, 
etc., may Ik? gathered from tho revords of that depurtmcuit— J regret 
tliat owing to the strictly lontideiitiul nature of the recortU, I <‘ould not 
have at’cess to a very useful source of information on private money- 
lending. The Hegistration Departiiieiit may tlirow sr>iuo light on tho 
mortgage indebtedness generally iii the district. 

Itecomniendaf ions of Ihe Kvonomie Enquiry Committee recalled , — For 
an accurate estimate of the indebtedness of the agricultural classes, it 
is necessary to institute a comprehensive enquiry through a special staff for 
this purpose under a Piovincial Board ot Economic Enquiry us suggest^ by 
the IrKiian Economic Enquiry’ CVuumittee (1925). There should be iiivesti- 
gatoi*s entrusted with the colloetioii by inUmsive study of data relating 
to wealth, indebtedness, etc. They may 1)0 invariably assisted by a small 
committeee consisting of the village aci-ountant, tho village headman, and 
a few leading residents of tho village under survey. Tno help of tiio 
co-operative societies aill l>e most valuable for enquiries relating to 
indebtedness. The Indian E<-onoinie Enquiry iJommitte© suggestetl two 
district agencies in each di.strict for eollocting economic data working 
under tho sujierrision of the Kevenno Department. The investigators 
will be abte, acx-ording to the Committee, to colle<*t every year data relat- 
ing to about 21 per cent of tlie rural and 4 per cent of the urban )K)|mla- 
tion. It is exfrected by the Coniinittee that as data cx)nti!iue io accumulaio 
tluraugh the results" of invcjitigation, generalizations from them will 
bocome more and more reliabio. 

Difficulties of investigations . — It is true that enquiries ^of this sort will 
be be^t with difficulties in tho existing state of affairs in Tillages. Bat 
there appears to be no short out to a laborious and detailed eocnomic 
enquiry on some such lines as suggested by the Committee. It is neoemry 
to remember that any deductions that mttdtt l>e made or ooit<diisie|M 
arrired ftt must bo ba^ on accurate knotdedge and not on (ueetkirmi 



and that knowledge must be gathered mainly in a statistical form. In 
statistics quality is a great deal more important than quantity. The 
position has ‘ been well put by Dr. Gilbert Slater as follows: — “Yon can 
gather together statistical information on a vast sc^ale, and then hand 
the facts and figures collected to a Ixxly of experts who will collate them 
and draw tAie inferences from them w^hich they are capable of yielding 
and then you can have economic exerts to advise on policy which the 
results indicate us advisable. But the whole of this work is vitiated if 
the clerks or village officials; who in tlie first place gather the information; 
fail to put down what is actually the fact, it appears to me that in India 
it generally happens that the first collector of statistical information has 
very little appreciation of the object for which the statistics are required 
and very little conscientiousness in the matter of aeeurucy.^* 

Absence of statistics relating to mortgage indehicdnesi of agrlcal 
turists. — in the absence of deiinito statistics relating to indebtedness; it 
is clifficult to give an idea of mortgage indebtedness even. This is not 
pociiliai* to this district or to the country in general. Even ia European 
countries^ for instance, it has lioen said that “ statistical returns of this 
tmportant phenomenon (mortgage indebtedness) are not as widely avail- 
able or as frequent as would be desirable, owing to their camplexity and 
the lengthy and detailed work neeexsifalrd. In cxMlain countries preli- 
minary arrangements for sucJi returns have been made but either nothing 
further has been done or a liegiiining has lieen made and not followed 
up.“ 

With regard to India tlic following extract appears in llie Intel na- 
tional Jlevicw of Agriculture, February 1929; — 

“ India. — Mortgage loan business is mainly in the hands of money- 
lenders, hut a certain regulation by the Government exists. In India, 
indebtedness of tlie peasant is an acceptcHl fact in the social and economic 
structure, and one of immense importunco, although exact figures are 
riot aseertainulile. A movement for estaldisliing co-operative land mort- 
gage hunks is in [iiogross, and 12 such hanks arc already in existeuco in 
the Punjab and 15 in Madras Province. “ 

la tlio same review tlio following concluding remarks on the mortgage 
indebtedness of farmers are instruetive : — 

“ From the availalile data it appeals that there was generally speaking 
a decrease in the rural mortgage indehte<lness during the war and in the 
years iinuiediately following the war due to the smaller demand for capital 
on loan, and to thi^ tendency of fiorrowors to protit hy the depreciation 
of the currencies, to free themselves from tl>o l)urden of debt; once the 
])hase of deflutioii and staliilisation had })egun, the efFects wore esjiecially 
felt in agriculture and there was a recrndescence of indebtedness. It is 
liowcver evident that this jdienoinenon is not everywhere an indication 
of poverty, since in many countries, mnv that the crisis of rehabilitation 
is over, tlie economic revival is taking sliape in agriculture in the form 
of a growing demand for credit for production purposes which is a favour- 
able symptom of the new situation, that is, in some countries, now' Arising. 
The inadequaey of the statistics of land mortgage oitcrotions is the more 
regrettable as such statistics would enable us to ascertain not only the 
eauses of itulebiedness but also the extent to which the in- 
debtedness is an index of economic progress or of the reverse, and 
ivouhl sxtpxAy definite information on ronditiojis of land ownership which 
would form valuable material of enquiry and consideration by legislators 
and administrators. “ 

Indebtedness in the Madras PresidcncyrSir Frederick Nicholson^ s 
enquiries. — The subject has been at some length discussed from various 
poinf^s of view' in his very intei'esiiiig and instructive report on land and 
a^icultural banks, volum© I, pag^ 269—274, by Sir Froilerick Nicholson. 
Things have changed cKinsiderably since he wrote; nevertheless bis general 
observations are still instructive. 

Anantapur Hisirict. — From the general remarks submitted above, it is 
difficult to arrive at anything like an approximate estimate of the total 
indebtedness of the agricultural classes of the district or the total amount 
of capital r^uired for various pui^ses referred to in question No. 1. 
This 18 possible, as I submitted, only after an intensive economic survey 
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oi Uie district is takeu. I beg, however, to refer to a few sidetiglita 
thrown on the quebtion ol iudehteduess truiu a lew' occasional emiuinett 
conducted her© and there. 

Anantapm taliik — UesuUs of an ay rkult aval ituioey (it>27). — An agri- 
cultural survey of the Anantapur tatua was made by a brother olhoer of 
the Agricultural Department, a lormer Assistant Director this circle 
in That may be taken as typical ot the general conditions of Uie 

district and 1 extract l>elow tioiu his report: — 

“ jndebtedne**. — It is next to impossibility to get even an approxi- 
mate idea of the indebtedness of the i^ot since no ryot is willing 
to give out til© exact amount ol his indebtedness for fear of further credit. 

1 made enquiries in villages and as per figures 1 was able to obtain 
the indebtedness of these villages extended to Jls. 15,^il,0tK). (if this 
amount Ks. ivere borrowed on mortgages from sowcars, co-ojwrntive 

societies and iakavi loans. C'o-operative societies, 1 understand, have lent 
to the extent ot Hs. 1,46.500. llio reniaining amount ot money was 
borrowed on pro-notes, bonds, eU*., and even on trust dootls without mort- 
gages. The ordinary rate of intert^st is 12 per txmt but the rich and 
solvent ryots get inonoy at 9 per cent. Soinetimos the interest is as high as 
3(3 per cent. Tlio interest depends upon the security lor the aniouiit lent 
as Jii the case of anj’ other place. 

“ The averuije ryot has practically tjhaasted his resources of credit and 
it is very hard to get any further loan even on a high rate of interest. This 
is bec'uuse the ryot is unable to repay the loans which ho fius already 
Ixirrow’od on account of successive bad seasons ior the past 9 or 10 >carii 
and he is not even able to purchase good cuttle and necessary implements. 
In several cases the, accumulated debts icent htghcr than the value of the 
jjropcrties oicned by the ryot; the sotvears snatched the lands and the 
cultivators in several idaces ivere aft redticed to ouiinary lahoxii trs. 
There are many more who are on the, verye of insolvency and it is only 
a question of time of their iioing reduced to the state of coolies. 

On my enquiry why they sliould not borrow' more takuvi loans from 
the (jSovernment and sink wells and piiichase nettcr cattle, 1 was made 
to understand l>y the ryots that they were not in faioiir of (jloi ernment 
loans. The complaint is tuut they would not got llicso hmns nt ilio time 
when they actually require money and secondly that they would not get 
inoie than 75 to 80 iier <ent of the money lent to them. 'Ihis is hertause 
they say that unless the village oHicers and iK*tty ofliciuls of the Keveniie 
Dopartmeiit are promised something the loans are never rcKxnninondetl. 
They arc also unwilling to give security of their lands as this would necc.s- 
sarily curtail their capacity to borrow' money from other sources. The 
cry everywhere is for facilities for irrigation rather tliuu bloveruinent 
loans.” 

Seitlemeni report (1020).-" Furfher light on the indehtcrlness of agii- 
culturists in this district may l»e had from the le-sottlement scliemo 
report of the red soil taluks ol the Anantapur district 
Tn© Bettlement Officer who carried out tlio re-.sottlemcut lia.s made the fol- 
lowing instructive rmnarks under the head ‘ Iridchtedness * : — 

“ An enquiry was made in 37 villages in the tract. Out of the total 
amount of lIs. 11,44,(302 borrowed on simple and usufructuary mort- 
gages a sum of Its. 4,36,581 was outstanding in tli© year 1924. 

Besides this, there was an outstanding unsecured debt of Rupees 
4^96,201 on pro-notes, Ixinds, current accounts and the like. I have men- 
tioned in paragraph 11 tlic total amount advanced during the last famine 
under the Agriculturists^ and Land Iniprovemcnt Loans Acts, and the 
total amount lent by the co-of>erative credit societies will be 

seen from paragraph 25. These ^ventitious aids have greatly helped 
the ryot« wLo appreciate the benefits of sucJi loans. But it canuot be 

denied at the same tma that they considerably add to the dehi side of 

(ft© rffoVs ledger, 

” Credit is a necessity for the agriculturist as he depends to a large 
extent on borrowred capital for (^rations requiring a large initial outlay 
at any rate. The rise in fA« value of food grains and the conseouen# in- 
crease in the value of the lands gives to possessors of land the of 

commanding outside credit. Where the debt is contracted purely ferlmera- 
tions connected with agriculture there will not be much room for ea^ 



A $ucee$$i(m of bad $ea$on4 has exhausted the improvident^ the exirawi^ 
ffont or the excevtionodly unfortunate and I am inclmed to tliink that 
oiriiig to tkia, indebtedness has increased among the smaller ryots in 
f event years, ** 

Purpose of Joani.—Tho purposes for which the debt was incurred in 
the thirty-seven villages were furnished in tho report referred to as 
follows : — 


Peroentage 

Purpose. of total 

debt. 

Purohase of land 16 

IjnprOTement of land. etc. .. .. .. .. .. 13 

Constrootion of houses 2 

Celebration of marriages 1 . 17 

Family expenses . . . . 17 

Trade 10 

Disohargina old debts . • • • . . 6 

Purohase oi llveetook . . . . . . 17 

Litigation . . . . . . . « . . . . . . . . 2 


The high percentage under family exx>eiises is significant and was 
tho result of successive bad seasons. 

The figures witli regard to tho debt due to Governuiient and to (?o- 
operativ^e societies are given in my reply to question No. 1. A large 
amount of debt is due to professional money-lendei*8 and consists of both 
debt secured by registered inoitgages and of unsectircHl debts given 
against the general assets of the agriculturists without a si>ecific pledge. 
With regard to mortgage debt the following paragiapJi taken from the 
re-settlernent ropoi’t may be of interest: — 

Mortijayes, — Extracts were taken froju the Sub-Registrars’ Offices 
for the mortgages relating to 37 villages selected in the tract. These 
wx»re verified in tho villages and the outstanding debts ascertained. In 
the villages selected, the total borrowings on simple mortgages were 
Rs. 1.14,947 in the first period (i.e., 189(3 — 1905), Rs. 3,58,780-1-0 in the 
soc'ona period (1906 — 15) and Rs, 5,74,;391-7-0 in the third period (191(3 — 24). 
Those on usufructuary mortgages were Rs. 16,244-14-0 in the first period, 
R.S. 46,519-12-0 in the secK)n<i period, and Rs. t‘W, 808-8-0 in the third 
period. The total borrowings for the period ivere thus Rs. 11,44,691-10-0 
on the security of 33,836’ 36 acres of land.” 

2\co vonclusiofis may thus be draw n from these statistics : — 

(a) There has been an increase in the mortgage indebtedness in the 
gix taluks of tho district under reference; and 

(/>) loans on simple mortgage are proportionately for larger than 
loans on usufruct uarj’ mortgages. 

Fear of unproductive debt. — An increase in indebt<Mlness does not 
matter, provided debt is incurred for productive purpose. An incix^ase 
in rural indebtedness is qoiisisteiit ,with agricultural prosperity. But 
tlm danger consists in the unproductive nature oi the debt. My own 
impression, so far os I have observed the conditions of this district, is 

that the ryots resort to mortgage loans in most cases because they have 

exhausted their entire personal credit with the sowcar, and the latter 
would not . accommodate him any more unless there is adequate material 
securitv for ^e loan. Mortgage security is therefore in most cases an 
iiidiegt|pa of the reduced financial eircumstanees of the borrowing ryot, 
and from the fijnires of mortgage indebtedness whitdi 1 furnished abo\e, 

there is ample Tustifioatidn for the vridespread belief of an increase in 

the * mortgage indebtedness in the district, and most of it is for unpro- 
ductive purposes. This is a serious factor which should receive attention, 
as its existence is most prejudicial to agricultural progress. 

Glass of horroioers and lenders. — ^It is further pointed out that in 
villages examined 86 per cent of the debtors are of the class pattadara 
paying less than Es* 30 assessment and account lor 73 per cent of th0 



total botrowiiigs. Out of the total oiitsianding debt He. 

Ba. 5,15,806 was advauoed by ryots thouuMalves <Ks. 2,04,441 by rtat* 
dent ryots and the rest by non-resident ryots). It is signihcant that the 
amount advauoed by resident ryots paying Es. 30 and less of assessment 
is only 19 per cent of the total bori-owiiip although an altx»ady stated, 
they constitute almut 95 per wut out oC the total number of paitadars. 

“ Merchants and non-paiiadart have adi^nced 45 per vent of the total 
loans. The village Baniya is representeil more a« a parasite on the village 
than a memlK^r of it who trailes on the misery end icnornnro of the ryot and 
I? fref|uently the ruin of the agriculturists. Notwithstanding tliis, the ryot 
still looks to him for assistance in times of need and the unbusinesslike 
and improvident ryot would Ikutow from him and pay inore interest 
rather than turn hLs eyes to the more favourahle crcnlit institutions and 
legularly repay the loan. The Daniya generally gives the ryot a long rope 
and sa|>s his resources quietly and slowly. Fie is not so anxious to get 
hold of the ryot*R land as to got the maximum 1*01 urn possible on the 
amount lent by him. In many oases, nnd partie'ularlv where the land 
is inferior and the means of the ryot small, the loans take the form of 
advances of grain against the coming crop. Such udvanc*es are made 
for seed ns w^dl ns for subsisteiU'O. Wieix^ they are made for subsist- 
enoe, the interest is generally from 25 to .‘171 meonling to the 

means of the borrower and his status in the village. When it takes Uio 
form of advanoe of seed, one and n half times the quantity borrowed is 
repayable at the next harvest, i.e.. six mouths after the taking of 
the loan and, if the borrower is from any cause unable to repay the loan 
at the next han^ost. a further Intercast of half the total cpiautity due at 
the hrst harvest is repayable at the HUcx*€MMiing harvest. Such ininsae- 
tions do not involve any documentary evidence. The poorer classes of 
ry’otft have gone in for .such loans in reeent yeaisc. 

Interest rates, — The interest on cash loans in the villages examined 
is given below: — 

7S per cent of the total borrowings on the seoarity of the land. 12 per cent* and 


less. 

12 do. do. 12 and 18 per 

cent. 

2 do* do. 18 and 24 per 

cent. 

SO per cent of unsecured debt .. .. .. .. 1? per cent and 

lets. 

10 do. .. .. .. Between 12 end 

18 per cent. 

2 do* .. .. .. ..18 snd 24 per 

cent. 

1 do, Over 24 per cent. 


In view of the poverty of the borrowers and tlje lands in these talukn 

the rates of interest ennnot he regarded as high. 

• 

Generally if the loans are not paid in one lump on the due date — 
which may not exceed two or throe years — the practice is to charge 
eomponnd interest and the execution of a fresh pro-note. The charg- 
ing of compound intereet swella the loan considerably till at last it 
b<^ome» impoasible for the borrower repay. When the fake the 

form of adranees of seeA one and a half times the guaniity horrowed is 
repayahle at the next harvest, that ia, six months after the taking of 

the loan, and if the borrower is from any cause nnable to repay the 

loan at the next harvest a further interest of half the total quantity 

due at the first harvest is repayable at the succeeding harvest. Such 
transactions do not involve any documentary evidence. The poorer classes 
of ryots have gone in f*:ir sudi loans in recent years. Tim resulting conse- 
quenoes may be easily imagined. 

The passing on of land into the hands of credHors not rerp marked 

The facts so far put forth make it dear jthat the smal^'^r eAmmm Pi 
agricnltnrists at any rate are moving in a vicions cirde. They borrow 
fail to repay ; compound interest is levied : a fresh ' mo-^iete 

is executed; the dd>t swells. The process renea^ itedf during iSe lif#w 
time of the borrower, a«4 at the time of his death this awdlen debt is 
passed pn to his son, The sop g|arts with a heavy ^ alt 
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ike property which he inherita is not adequate for its wholesale clearance. 
The amount of this hereditary debt is. I am afraid, increasing in this 
district year after year. It is true that the Umd is not rosxing on a 
targe scale into the hands of rifm^uUivating creditors ihrougn the process 
of the enforcement of the old debts as may he gilherc'l from settlement 
records. Ah I submitted already under the head, “ value of land the one 
noticeable feature as regards the sale Htatistics is the jtaucity of sales of 
land. For one thing, mudi of the purely di*y land lias of <x>urse no sale 
value owing to the natural poverty of the soil and the arailahility for 
occufMiiion of considerable stretches of similar laud. 

Village enquiries . — It is also gathered from the reports that in li 

villages where <*<*onoiiiic enquiries were made by the fiettlement officer, it 
is found that th€< non-culhvatvug jHitt(ulars form only 30 per rent. If 

the nunil>er of such pattadars who live within 10 miles of the \i}1a^es 

in which they own land and con.sc^uently have fafrUiiics for suj>ervi.sron 
over the cultivation of their holdings, are excluded, the renl ahsentee 

pattadars form only three per cent. Roughly, the area not cultivated 
by the pntiudar himself is nine per cent of the total occ*npiecl area. The 
reason for this is to l>e attributed, as already submitted, to the poverty 
of the soil of most of the rultivate<l land in the distri(*t. It has l)een 
ohserv'€Hl by the settloinent officer that the village Baniya is not so anxious 
to get hold oi the ryoVs land a.s to get the maximum ref urn vossihle on 
the amount lent by him, and this is done by compelling the ryot to 

diHjmse of the produce. Conn»iercial crops a' re more coveted than dry 
land. 

It is observed in the Resettlement Sclicmc Report (1020) tliat 

“ From the general course of the special staff oncuiiry. it would seem 

that the ryots as a 'whole nmnnged to retain control of their hohtinas, 
ile.course to the sowcar does not mean the loss of that eonirol. The 

wiwcar is too wise to covert the lands on the sociirity of which lie has 
advanced the loan. He grabs at it in the last resort when the loan is 
not ro(?overabIo in any other manner.*’ 

Tendencies nevertheles.% visible . — Though this is gvUierally true tViere is 
evidence to point to tlie tendencies in the direction of exriropriotion of 
smaller agriculturists and the passing of the land out of their hands. 1 
would invite attention to tlie ohservations made l>j' the officer who made 
the agricultural survey of the Anantapur taluk. He points out that 
“ in several cases the nceumulated debts went higher than the value of 
the frroperty owneji by the ryot; the sowcars snatched the lands and the 
cultivators in several places were all reduced to ordinary labourer.^. 
There are many more who are on the verge of insolvency and it is only 
a question of time of their being reduced to the state of coolies. Iho 
ryot is on the ivhole in the downward path of poverty.** 

Thus it may be seen that the process in some p]ac‘es at any rate in 
the district is liecoining gradually pronounced, and it is time that hefpre 
it develops into serious proportions the tendency should be checked. 

Legislation needed . — T submitted in dealing with the existing defects 
in the orosent system of agricultural finance and suggestions for improve- 
ment that the possibilities of introduction of on Act like the Punjab 
Alienation Act and Money lienders Acts might advantageously be consi- 
dered with a view to check this tendency in rural areas. It is true that 
legislatures will be confronted with difficulties and attacks from vested 
interests. • The economic interests of a large mass of agriculturists should 
outweigh other considerations. Contentment of agricultural classes is 
the foundation on which anv Government can passifdy rest. Tf once dis- 
content becomes wide spread, no force of Government could get them 
under control. Histoiw repeats itself, and history has lessons to the 
statesmen in India as it has had lessons to statesmen in other lands. 

Anetstral debt nnd its influence- necessity Jor legislation . — ^This process 
of expropriation of the tenant is largely assisted by the dead-weight of 
ancestral debt, and unless the question of hereditary debt is eamesily 
tackled, any extension of credit facilities would not, T submit, success- 
fuily meet the situation. AH attempts at reform and extendi oppor- 
tunities for credit piay not be taken advantage of by agriculturists, if 
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they are not freed from this burden. Every report on the Admini&tra- 
tiou of Civil Juj^tioe, the Royal Commisaion on As^rieulture points cut, 
bears antness to the rolumr of unsxttisfii^d (i«cr*ir$ tiiiuhut cuHivatvrs; 
the muin muse of debt of to^iau is the debt of and tbeiv iir 

considerahte volume of rural iiKto/rmri/. Their tiHoiniuetuliiiion therefore 
that there should be u simide Uurai Insolvtury Act with provision for 
conciliation boards, deserves the consideration of the Lcn^al (M)verninent 
simultaneously with attempts U) piovide exterultjd credit facilities to 
agriculturists. 

1 nHolvenry petititai — Mufassol courts . — It is instructive to refer in this 
connexion to the following extract from the * Statistics of Civil Courts 
in the Madras Presidency for the year 11^27 ^ on iiisolveiC‘y |>etilious in 
in uf assal cou rts : — 

The number of insolvency fietitions ;)resente4l to the mnfassal 
courts was 4,245 against 3,8(55 in 19*2(5, The nninlior of petitions dis- 
posetl of was 5,177 against 6,(545 in the previous year (those figures iu- 
cluding petitions transferred to Official Hett'ivei-s and enteretl and dispostnl 
of twice) and the number pending at the close of the year was 2,1(58 
against 2,334 in 1926. The niirnher of petitions g*;>nte<l was 3.097 against 
1,988 in 1926. The total value of crcMiittirK^ claims H<linil(<Hl was niptHvs 
91,99,423 against R,s. 46,47,023 in the previous year and the total amount 
of assets distrihiit^l was Rs. 18,39.657 against Rs. 8,13.537 in 19*26, Tlu* 
number of insolvents dischai'ged was 408/' 

It is instructive to note that both the numher of petitions i>resenie<l 
in tJie Presidency and the number grante<l increased during the year 
under reference'. 

Ananta/ofr . — The following obserrnfions from the rc'port or Ike Ad- 
ministration of Civil Jusfivr in the Anantapur dinhief during the year 
1928 are instructive: — 

** Execuiinn a pfflieafions . — The total number of applications for 
execnition rt^'cived in all the courts in the district in 1028 was 5.056 against 
4,529 in 1927. The number disfmsed of was 1,889 against 4,773 in 1927. 
Satisfaction in full was obtained in 815 (i.o.. 16 6 fier cent) and in (lart 
in 472 (i.e.. 9-6 per cent) of the applii’ations disposcsl of. The niimhrr of 
wholl}) Infrurtmnts o pplirafions ivas 3.600 aijiiinsf 3,476 in 1927. The 
total amount realises! in execution was Rs. 2,30,606-0-0 against rupees 
2,02,399 in 1927. The rnimlKU* of debtors imprisoned in execution in 
1928 was 17 against 14 in 1927, 

“ Insolvency applications . — The numf>er of insoh’ency applications pre- 
sentocl to the several courts in the district was f»6 against 87 in 1927. 
The nuinl>er disposed of was 93 as in 1927 and tlu' pendency at the end 
of the year was 41 against 34 at the end of 1927. The nurnher of peti- 
tions granted w^as 67 and the number in which discharges were oixlered 
13 against 65 and 14 in 1927.’’ 

6. fluhsidiary industries supplemental to aoriculfure — their romftaratire 
insigrfificance in the district . — There are very few industries of tlu* des- 
cription referred to in the cpiestion. Rice-milling, dairy -farming, etc,, 
are not found in the district. Garden profluco is not raisf*d on a large 
scale. Here and there a few attempts are l)eing made of raising ganlim 
produce by means of weM-irrigation through pumping installation. Hut 
the ryot popuiation have not yet realised the a<l vantage of money crops, 
such as, onion, tobacco, sugarcane, turmeric, c4itllicw. etc. All that they 
w'ant is food-grains for home <‘on8umption and it is liecanse their eixi- 
nomic situation is such that they are unable to think of anything beyond 
their immediate necessaries. 

The following observations are extracted from the aoriiulturol surrey 
of the Annntapvr taluk referred to above: — 

“ Judging from the existing wells there seems to l>o a large scope 
for well cultivation throughout the taluk. But no investigations seeiip 
to have yet been carried out with regard to the undergroimd water-supply* 
It is desirable, oonstdering the poor nature of the soil,^ uncertainty of 
rainfall and also water-supply from the tanks» to fully investigate the 
underground water-supply so that the ryots could sink more wells and 
txtfmd garden rtf Hivatmn, The coat of garden cnltivation it niitsiraRy 
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high since the water has to be baled out by mhote. But the ryots un- 
fortunately are not benefited to the extent they should l>e boiiefitw. They 
have no higher thoughtH than raising the food crops for their iinmediate 
use and they do not b€*em to have realise^I that theif could grow more 
remunerative crops and could purchase their nect^SHaries from the money 
realised from these crops. I’hey could grow very coiivenieiitly onions, 
chillies, tobacco, sugarcane, turmeric, cainbodia cotton, etc., and it is 
worth while to try these crops, here and there, ’>ofore they are advocated 
a’holesale. These ciop.s, no doubt, require more manure, hut manure could 
Ihj supplied by the cro-operative swieties.” 

Cotton ginneric*s are confined to the two hlac‘k cotton taluks of Gooty 
and Tadpatri. They are worked by capitalists and nhsorb the lalnnir of 
agricultural labourers after harvesting i.s over. 

Iland‘Spinning is to be found in iriosi of the villages in the district. 
Almost every village has a few cbarkas worked only during ofl-seas^m. On 
the whole the industry has not been flourishing, on the other hand it has 
been, decaying and pra(‘ticallv it ha.s Income dead; it is doubtful how far 
it may be revived. Mill-ina^le yarn has already in vailed the country side. 
It is true that hand-spinning may add to tlie meagre earnings of the 
ordinary agriculturist especially' so in this district where there are hardly 
more suitable subsidiary occupations. 

It has been suggested that attempts may 'lie made by Government and 
the public to encourage the decadent hand-spinning }nf 

(i) improving charka ; 

(ii) improving the hand-.spinning machine; 

(iti) supplying charkas and other appliances on hire purchase 
system; and 

(iv) purehasing Government requirements of cloth in khndi wherever 
possible. 

Tangedu hark colfeciion. — ^ Tangedu * plant groivs on a large scale 
in the district. The bark is eolIec*ie<l and expoited in large quantities 
for purposes of tanning by the Tjolthe merchants who have established 
themselves in some places in the distriet. Attempts were made to bring 
this husine.ss of collecting tangedu bark within co-operative organization 
but owing to the absence of interest on the part of the agricultural 
labourers— who are mostly engaged in this busines-s partly to the oppo- 
sition of the vested interests and lack of sympathy on the part of the 
Forest panchayats and of co-ordination on the part of the Forest Depart- 
ment, the attempts had to be given up. T do not think that much can 
be done in the matter nor would it contribute materially to the problem 
of spare-time occupation of agricultural population in the district even 
if the question is taken up for consideration afresh. 

Aloe fibre. — Aloe plant grow.s widely in the di.strict especially in 
Penukonda taluk over some thousands of acres and machinery has been 
installed to extract the fibre. T understand that recently a loan has 
been advanced to the gentleman who is working the plantation in 
that taluk under the State Aid to Industries Act. Others sell the fibre 
to dealers in yarn and to mat-makers who use it for warps in weaving 
mats. Aloe plant requires very little moisture and the district appears 
^ be eminently suit^vl for its growth. The question of establishing an 
industrial business to utilise the aloe fibre may be usefully investigated 
by Government. This would give a small addition to the income of the agri- 
culturists in the district ; especially in times of seasonal distress it may 
be ^f considerable help. 

Snnnhemp is grown here and there but not on a large scale. Fibre 
is extracted and gpinnier are generally woven. This is carried on as a 
subsidiary occupation in a few villages in the district. TTie industry is 
said to be in most cases not sufficiently paying. A suggestion is thrown 
that if improved spinning and weaving processes could be demonstrated 
to the workers and more efficient appliances introcluced, the industry 
will be more paying. It ia a matter for investigation. 
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Uand-mvult iMjtper , — The iolluwiiig extract may be ot iuterest witii 
regaitl to ibe attempt made in tiie district at hand-made paper; — 

Nyamaddaltty a village 15 mites from Dhanuuvurum (Anauiapur) 

and ai miles tiom Veriampulle railway station on the GuntukaUilungatoie 

hue, was omt' a seat of luuniifacture ot rough paper. The industry was 
in u liourisiung condition some years ago when there was u large demand 
lor the Stull from Bellary. After tfio aiivent of tine paper Irom ilomhuy, 
til© industry declined giadually and diet! out some twenty years 
ago. It was resuscitated seven or eight years ago t»y a Bella ry uurchuut 

wTio made advaiH*es to the workers, hut utter a time the lueichunt, litid- 

ing no sales for the artkiea, ^gave up the hiisiness. An attempv was again 
made three years ago by the co-operative hank at Anaiilupiir to revive 
the industry by advanciug a loan of Its. UK) to the workeis and tniUiact- 
ing with them to purchase plf[>er at Hs. 2 per iO dt»;5eu.s ot double lools- 
cap size. Alter the contract wiis biiislieih no further work was given. 

The industry might he improveii as a cottage industry, it some cheap 
paste can he sulistiiuted for the costly ricv ]>uste that is now used and 
some e-\pert advice given to secure smootliness ior the surface of tlie 
pajicr. The tact tliat attempts were so recently made to revive the industry 
seems to suggest tliat there may he still some koeal demand for the picj- 
duct. One or two workeis may he assisted to see liow’ things art* done in 
a mill and utilise their knowletlge fur the improvement of their cottage 
industry hy elft*ciing sueh changes as may he nee<^ssary in the process 
of manuiacture as well as in the seltMtion of raw malerjals, hut even 
then, (t \s ejct I tuitiy doubtful if tht imluJitiy to/r t err thrir(." 

Htsuitiv, — It may thus l>e seen that the occupations sul^sidiary to agri- 
culture in tlicir inesoiit ituin are practically of no consctpicnce. Tho 
organization ot some oi these at any rate througli Government aid, 
private eliort and cM>-operative organization on a eommerciul scale may 
give supplementary income to agriculturists l>y providing spared ime ikcu- 
pation and deserves much more detailed examination l»y Government uinl 
the local public. 

n andioom u'cin'iuy {tuftou) iudufit nj, — 'I’liis is fairly witlespread in 
tho district and a good numiker ol weavers and other communities are 
engaged in the occupation. C’otUm weaving industry in the district cuii- 
sisis of mainly weaving coarse sheeting which tho average ryot wears. 

Co-oin' nitire i ffort — JJi/fivulties . — A lew’ soriei ivh have lieeii organized 
on a co-operative basis for the weaving classes hut they An re fii/i brcii 
wurkiny sat isjaci only. 'J'he reasons may l>e briefly noted us follows: — 

(i) the drink evil among the weavers; 

(ii) their extreme indeliUxlne.ss ; 

(Ml) the dependence ot the smaller weavers ui>on tlie yarn douleiff 
or master weavers for advances of yarn, cash, etc., 

(iv) o])position of the master weavers and capitalists; 

(ff) want of husine.s.siuen to run the s(M.ieties on hiisinoss lines; and 

(oi) lack of facilities for exporting liiiished juoducts, etc. 

The Textile ( 'onferem e and its revonnnetulatinns. — Tho w hole held of 
hand-loom industry and the improveineiit of the economic (siruJitions of 
weavers has l>een"the subject of enquiry by the Textile Conference ap- 
pointed hy the Madras Government. Their recoinmemlations admit of 
general application to the industry here. Their imporfant recommendations 
are : — 

(1) A properly conceiv<?<l policy for the hetterinent of the CH-onomic 
conditions of weavers and for enabling them bo deiive belleht^s of (*o- 
o|)eration for their improvement in nci^essary. Towardn that end, n nyslem. 
of ro-operatire societies spcHnlly designed for affording them credit^ for 
supplring them with cheap yarn, for arranging for marketing facilities 
for their finished products and for supplying tfiern with informatiofi on 
all allied matter should l>e organized. 

( 2 ) Government must render supfmrt in yinnrf neressory finantiial 
help to strengthen the staff of the department, 

(3) Both the iexiiU section of the Industries Be paHmtni and ika 
Cooperative Department must work conjointly in this respects 
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(4) Goveriiment may the haii<l>lo<>un iudu^lry liy imiv'idmg 

facilitiei by rail for trafUiMjrting yam and cloth for weavers* co>o|>erattve 
soctoties. 

(5) An Of yanizat ion in Bagycaied for taking the cloth from the 

weaver and marketing it for him thereby securing continuity of work 
tor the weavers. This orgaiiiaaiion will study the market conditions, 

advise weavers what to w'eave and deal with hand -woven goods duly 

htandardiased so that they can l>e guaranteed for quality aiic placcnl in a 

marketable form. 

Silk-weaving . — The principal centre in this district ol silk weaving 

is Dharmavarain. The saries prepaid here are in deiiiuud almost every- 

where in the Presidency and they are exj>aite<l to all parts. Some of 
the wcll-io-tlo cajiitalist weavers employ smaller weavr'is on wages and 

carry on the business. The iniprovoinent of the industry lies mainly 
in the direction of supplying raw silk direct from pro<liicing c-entres at 
a fairly trheap rate, say, through a central depot wiiicli might act as 
the wholesale society for tlio supply of raw' material recpiired as well as 
i^rform the functions of a selling agency. 

Cunihli wearing. — CumbJi weaving is also found in parts of the 

district, jiarticularly in Boluguppa and TenagaJlu of Kalyandriig taluk. 
Though tlie cumbli.s prefiared hero do not reach a very Iiigli degrcH? of 
e.xoellenco. they are good for ordinary purposes and are exported to 
Bombay Presidency and Mysore. 

'rho improvement of ihiH industry is closely (isso^ 'atcJ with the improve- 
ment in the breed (if sheep and prorisioit of faedifies for gra'.,ing. 

(Jonclusi on .—it is learnt that a comniitiee is sfkm to be appointed 
to consider the loport on the cottage industries siilmiitleil by Llio special 
officer and to rocoinmciwl measures necessary to pjoiuolc the (ottagt; 
industries in the l^residency. Its labours might result in conclusions 
helpful to tfic farming of a dcfuiiti* policy by Government for the eri- 
couragoment of these industries. 

lielations between eo-operdtiee banks and othei bonks, — The Ann nfupur 
Districi ( Uf-ojwrot ive i'entrol Think and the Imperial Think of India . — The 
District (!o-ojierative Central Bank, Anantapnr, has been allowed 
an overdraft of Its. 50,000 on tiie recommendation of the Ilegistrar of 
Co-operative Societies, Madras, and the overdraft is largely iiseil as part 
of fluid resource and the Imlance for short-term loans. 7'he grant of 
overdraft to this central bank as to others in tlic Presidency is subject 
to the following conditions: — 

(?) interest is |iayal)le quarterly at a flat laie of 0.^ per (cnt pei 
niinuinj calculated on daily debtor balances; 

(ii) the cash credit should he utilised only as fluid resource to cover 
deposits, or as short-term loans repayable within a year; 

(Hi) ivs a general rule, the cash credit will not he allowed To an 
Htrioiint excet»ding the owned capital of the central lumk concerned; 

(iv) the central hank coni'eviied should, in addition to tlie promis- 
sory note executed by it, furnish collateral seriirities in the shape of pro- 
missory notes of unlimited liability credit societies in the case of district 
central hanks, and promissory notes of district central lianks in the caae 
of the Madras Central Urban Bank; 

(»;) the actual value of coHateral securities furnished shoiikl lie in 
excess of the cash credit sanctioned by at least per coni; 

(rt) eadi central hank should forward fo the Tinperiaf Bank every 
qnift'fier a list of promissory notes lodged as ('ollateral securities, showing 
the amount outstanding on each promissory note together with a certifleatjp 
to the effect that the promissory ^otes li^ged as collateral securities 
in order. The list ^nd the certificate are verified every Iialf-year hy the 
Deputy Registrar concerned and the certificate of each verificatk^i is 

forwarded to the Imperial Bank through the If^gi.strai* ; and 

(vli) such of the promissory notes lodged as collateral securities as 

have hecoTiie three years old, or are discharged, should ho suhstituted by 

j[rosb promissory notes* 



Vonthivunce of existing facilities by the Imperial lUtnk MecisiSdi y.— -Tli® 
Imperiai Bank ol ludta haa Uoeii t'tMut«rtiij|S .servk'C to the 

o][wrative movemont aiul through it, to agricuiuirc. The alive 

central banbi might have tuuiKl it very liiHicuit to lutuniuin the neeivs- 
isary i>tai)dard of fluid i-eisouree without the help ihey have been reeinving 
from the liuperia] Bank. The condition^ referred lo alwive have pitivideti 
uiMpie iieeurity for ^he overdraft. Co-oiHn*ators therefore regi'td tliat this 
privilege so long alloweti should be disturbetl now and fresh terms iin[H>st^i 
on the t'cntral banks. The pro[>osat that these banks shoukl pledge with 
tUe imperial Bank Goveriiinent seourities for ihe overilratt adowinl by 
it is one for which the co-operators were nut prepared. It is not long 

ago Uiat the 'rownseml t‘ommittee rwoininended “that, in order to make 
the existing arraiigemeiits absolutely safe, steps be taken to ensure that 
the continuants of the faeilities is made obligatory on the Imperial Bank 
by some statutory provision, csnitraetual guarantiee, or other suitable 

method.” This is a matter which rtx|uire.s the syinpatlietie eons i<k‘ rat ion 
of the Provineial Banking Enquiry ('oninntttH3. 

Adiiit tonal facilities from the Impet tal Itanf: t *at salvct d [ beg in 
this connexion to invite atUmtion to the i)rocc*cdings ol tlie t’onfenmee 

of the Registrars held at Bombay and to the rcs(»lution pas.^ed on 

this subject and in particular, to the following (t>nccssiuns requested from 
the Imperial Bunk: — 

” (2) in view of the eoneessioti of jcniitlaneif liaiisfer receipts at liar, 
whereby societies can remit without commission, the Imperial Bank 
should lie rc^iuestcl to rai.sc tlic present limit on cfu'qocs diawn between 
their own branches free of eoinmission from Ra. 0,000 to Rs. 20, (XK), pre^- 
vided that the ehtH|ue is tlrawn l»y one < o-c>pei ,iti ve bank in favour of 
another and the truusaetion is in lour.se of the oona lide bnsiiiess ol the 
hanks. 

(d) The linpei'iul Hunk be iiH|uested to gi%nt intercNt at 2i per cent 
on <uirent accounts ovei* Rs. 5,000. 

(4) The Iin(»erial Bank be rcHjuesteil to assist the flotation ol deben- 
tnre.s of co-operative provincial and land mortgage bunks ami to agree 
to make advances nmler section 20 of the Trusts Act against mortgagee 

taken by the co-operative mortgage bank and omhoscvl in favour ot the 
fmiierial Bank.” 

1’here are ao nnnf slock hanks (except tlie luuneli leferrwl to eurliei) 
in the district and the question of ann pci it ion therefore docs not arise, 

<'(t~apvratice soctefies — Short and lonipfcim ropi/o/.' - Agrienltui istw 

require current working capital to carry on tlioii* nornial seasonal ojicra- 
lions on land in addition to long periml iupital iiM|nirod foi the pureliasc 
and iinproveinerit of land, rt>dernption of mortgages, etc. 'rhe primary 
credit societies have he<*n advancing loans generally for five or six years 
for* all purpose.s. The [leriod for whi< h Mieieties can advain'c loans is con- 
ditioned by tlie period for which loans are givi'c by the c-o-opei ative 
i'entral banks. The latter get their fnmls largely from deposits which are 
kept in hanks for very short jieriods — twij or four yeaes. It is a inuxirn 
of sound banking that short-term defiosits must he invested in siiort- 

terni loan.s. No sound hanker ivoiild count upon renewals of deposits, and 
the amount renewed must l>e represenieil by fri^sh business. In the existing 
eonditions of eo-operative finaiiee. it is lanmnd the eompetence of eo-ojK^rativo 
societies to attempt 'to advance long-term mortgage loans. They must, 
for obvious reasons, eonfine theinselve.s to short-term loans not exceeding 
generally twelve months for cniTent agricultural operations and inter- 
mediate loans not exceeding five or six years. Isnig-terin mortgage loans 
he provided through the land mortgage banks. The village credit 
society is intended to supply the recpiirements of the small agrieulturists 
With small needs and 'inutwl rc!sources. To attempt to turn the small 

cfodit soc'iety to a purpose for which it has not been dcsigneil is to fail 

to appreciate its limitations. Moreover, long-term mortgage credit 

ref|Uires a trained and responsible agenev for the valuation of land, 

enquiry into titles, etc., and for the maintenance of valuable dmuments 
and title-deeds, and the village paneJiayat cannot supply the required 
agency. There should be therefore a financing institution w'hich com- 
mands greater resources for long term than xhc village credit society, 
case for two separate credit institutions — ^thc ordinary credit aociity 
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confining to supplying personal credit for current needs and the 

mortgage liatik giving long-term credit for land impfovemeiiiH, etc . — ih 
supported by the history of the working side by side of similar institutions 
m Europe- 

PTejH/mlrranre of ahovtArt tn in co-r>pe/«firc Huttons . — 

The following figures relating to the Anantapiir District Co-operative 
Central Bank l^ear out what I submitted in the preceding paragraph: — 


Particulsrs of depositB olaasifiod aooordingto period. 




Other deposits falling due. 

In subse- 
quent 
years. 


Current 

depoeiie. 

In the 
next 30 
dHyg. 

In the 
next 11 
monthe. 

In the 
next 12 
months. 

In 12 
months 
following. 

doth June iy2^ .. 

as. 

71,663 

as. 

65,788 

as. 

1,V>3,990 

as. 

1,23,024 

as. 

5,639 

as. 

22,852 

30th Boptember 

lV2y .. 

»1,061 

36,3)3 

2,97,916 

1,21,633 

9,926 

25,133 


tt may thus l>e seen from the analysis of the dejK)sits given above that 
(lepo.sit.s for one or two yeai's far exetHjd the deposits for longer [icriotls. 
It is tliereforo evident tliat under the existing conditions, it is too much 
on the part of co-operative central banks to attempt to finance scxieties 
for periods exceeding five or six years. 

iSeiMirutittn of shitvi-ttiif and lonydenn finativi. — 'J'lie separation of 
siiort and long-term finance has its own advantages. (ii addition to 
bringing about an improvement in the existing tiiiamdal and business 
inothocts of sexieties and central buiiks^ it i.s likely to make co-operative 
liiiaiicre more elastic. The short-term co-operative pai>er may be got 
disc.'oiiiitcHl by commerc ial banks and the proposed reserve bank, as the 
latter jirefer lor obvious reasons to disc;ount short-term paper relating 
to short-term iiimluce transactions. This help is particularly valuable to 
the co-oi)erutive banks in times of financial stress. 

Financial conumsionH to co-operative wcictics.-~\i is nece.ssury for 
some time to grant financial coiu*ession.s besides t:ic?se already enjoyed by 
societies under the Co-operative Societies Act, in order to stimulate the 
growth t)f tiie co-oi>erative moveiiient. 

(1) Exemption from income-tax ami super-tax. — Societies now enjoy 

the privilege of exemption of their profits fioin income-twx. 'J’he exemp- 
tion from income-tax shoidd be extenclcHl to income from securities and 
investments. Co-operative scH-ieties may also be exeinj>led from su^»er- 
tax. The Registrar refers to this fact in the Administration lieport for 
the year 1927-28 when he observes A hank may useiully invest surplus 

fund and floating balances largely in Government pa|)er, bat if it does so, 
it must apparently pay income-tax on the full amouiit of ii.terest receivecl 
on such Government paper.’* 

(ii) Inclusion of debentures in the list of trustee serurifies. — I re- 
iorred to tlie necessity for incdu.sion of dcdientures in the list of trustee 

securities in coiuiexion with land mortgage hanks. 1 would invito 
attention in tliis connexion to the resolution of the Conference of Regis- 
trars held at Bombay (1926) — 

Xrust funds, — (1) This Conference is of opinion that the fncHan 
1 rust AiCt. 1882, ' should bo so amended as to permit of the investment of 
trust funds in the delientures of provincial .-o-operative banks whether 
interest on such delientures has been guaranteed by Government or not. 

(2) It would 1)6 left to local Governments to prescril>e sucli conditions 

as they considered necessary to protect such deposits, such as that the 
bank has not issued and shall not issue debentures secured on its general 

assets, and tliat the bank agi'ee not to create any cJiarge on its gener^ 

assets,** ’ ® # 










(ill) Bemittance faciliiiei. — I submitt^ under this head in a pimioua 
paragraph that more faciliiieK may bo provided ior tho iiKivomont of 
money by relaxing the present limit of amount that may l»e remitted 
through treasuries and sul>-ti'easurit*s. 

(»r) Bostal money orderH. — The eommissioii on the pastal niouoy 
orders refunded jwKieties when remittances are made Ix'tweim them in 
the neighbouring provini-es may also Ik> extender! to coH>pcrMtive sinietic's 
in this Presidency, 

(r) Prior claim orer other creditors . — Bection 10 of the ('o-ojierativo 
Societies A(?t II of 1912 confers on sotoetjes a prior claim on 4‘tn’tain pro- 
perty of its inemliers but it permits any crtMiitor poHst'SMnl of u (hsTiH* 
to attach and sell this property liec‘au.se the prior claim only holds gcawl 
where the society also is a dei'ree-holder. Tt is better tliiii llu* prior claim 
is replaml by a ** first charge when the Act is nmende<h This is done 
in the Bombay Act Vll of 1925. 
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Written evidence of BHASKA&A RAO, JBsq^ LC.8,, 
Su1cHCk>lleotor, Penukonda. 


1. — Agricultural credit arid credit facilities for small industries, 

1. Thu agricuituriste in thhi division may be roughly clashed under the 
three headti — 

(а) big pattadaivi, 

(б) amall pattadar^, and 

lundlo&b cultivutorfc* depending upon the eultivaiioii oi iand- 
owneri*' lands and Goveniineut unoccux>ied landis. 

They obtain hnaneu lor their various activities in agriculturaj hubinuss 
ub shown below'; — 

{a) Fur expenses during cultivaiion — Uig ijaitadars. — 'J liese are gene- 
rally in lairiy good circuiubtaiices. Their accuimiiated tortune is a good 
ecoiioinie asset ; riiiely do they lind theinselxes to lace the probiein ol 
linanciiig their ordinary cultivation bubiness. The various iteins oi cultiva- 
tion ex|>enses are (1) ploughing ot dry lands *on the receipt ot ram, and 
[2) ol wet lands on receipt oi supply to irrigation sources. The seli-culti- 
vating ryot is ordinarily equipped with the miplenients oi ploughing. He 
has to lind coolies tor actually tilling the land. Then again lor wet lands 
niaiiuro, hulls and buffaloes are required. Uig pattadais have enough oi 
those generally. In the case oi small landholders cultivating other’s lands, 
these are sup[jlied by the landowners themselves or by actual tilleis ol the 
soil. For irrigation by wells, big pattadars have their own hulis lor the 
^lurpose and two or three lurm-servants are regularly maintained through- 
out the year. Then sowdng coinnienee.s. Tlic expenses Tor .sowing are 
generally the cost ol seed grains which are reserved specially loi- this 
purpose. 'I'ho finance problem is not kt'enly lelt by big pattadars lor ordi- 
nary cultivation business. liut sometimes they too have to find means 
lor big items ol expenses such as purchasing bulls, iron ploughs, etc. For 
such big iteiiiB, takavi loan, loan in co-operative societies and private 
borrowing, etc., are resorted to. 

Smalt pattadars . — Their cultivation operations are neither expensive 
nor varied in nature. They generally do the actual work in the fiekfs 
with their dependants at home. This family esjurif de corps, among small 
cultivators makes up lor want ol accumulated wealth. When bulls or 
some ngricultuiai implements or manure, etc., ai'e wanted, they either 
go in for takavi loan or private borrowing. Sometimes the loan of bulls, 
implements, etc., is resorted to mutually among neighbours. It is here 
that co-operation in the best sense of the term plays an active part?. A 
bull-owning ryot lends his bulls to his neighbour and gets .some service or 
other in return. 

Landless agriculturists . — They cultivate the lands of either big land- 
holders or absentee landholders or the lands of the non-cultivating classes such 
as Brahmans, etc. They have to find out lands as well as the means for 
cultivation but generally landholders lease out their lands to the same 
cultivator unless extraordinary circumstances happen. As regards unoccu- 
pied Government lands, custom plays an important part. On a land 
cultivated by one ryot, other ryots, generally speaking, do not enter. Cul- 
tivators oi unoccupied Government assessed lands do not pay anything except 
the m$easment fixed for the land. Such sivayi-jama cultivation, as it is 
locally called, is not generally expensive. All classes of ryots resort to 
sivayirjama cultivation. 

(b) For capital and permanent improvement . — Takavi loan is the most 
popular means of raising capital and effecting permanent improvement on 
land. It is the cheapest, surest and the easiest method of raising money 
and it is the most elastic in the manner of repayment. It is an admitted fact 
^at where t^avi loan can be obtained, ryots do not go in for other sources. 
The rate of interest is cheap and the repayment spread over a nnmfa^ 
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of years and the method of repayment is worked with a spirit of ayvtpi^;^ 
Where, however, this is not pctssible such os insufhcieiioy of serurity oi 
takarar among joint pattadars ryots take to other sourees. ^ 

(< ) Fvr fftn i itil tuunia, failtn r o/ nuntMHiti, -CieneraH.Y speaJidiUj; 

ryots ow’ii hulls, shrvp aiid gt>ata, ete. in times ot difftcMilty, they sml 
away some of these livestock, \yhen Imlls die, takavi loan is ap|>lied Jor. 
When stwrk ot fodder is lost accitlentally sucli as hy fire, ett., ryots treely 
help one another. In the case of poorer ryots the hnul revenue assess-i 
nient payaVile is small and so no sj>ecial difficulty is fell. In tl^e case 
of bigger ryots, their income is considerable and in their cases also r.o 
difficulty is felt. The only iiistanc«e in which payment of land reveiuie 
lK*comes difficult is when crops fail either on account of drought or other 
nnforeserm causes. In such times Government (Huue in bu- their help hy 
remitting assessment or postjjoning it a(^cording to the intensity i)f the ** 
difficulty. 

Advances — 

(1) By Oovenimcuf . — The rate of interest is 6i per cent. The ])eriod 

of repayment spreads from 11 to 30 years in tlu^ (*ase of advance Utr wi'll 
sinking and 1 to O* years in tlie cum* of advams's for the purchasi* <d 

bulls, etc. The naturt* of the security is the land to be improved ns well 
as other collateral security. Even personal .security is acc'cpted in the case 
of loans under the Agriculturists Loans Act not exceofliTig Tls. lOt). 

(2) By oikccH ,- — A money-lender advances money (Ui the mortgage of 
lands and sometimes on tlie security of the crr*]>s raised iUi land. Some- 
times gold and silver arc jdedged and money oldained. Stmilier ryots 
obtain money by pledging household ves.sels, etc. ft is not passible to give 
an estimate of the total amount of capital r<Hpiirt*d for tlie ahovi* ptirpoM* 
in this division indess a regular etuiuiry is ludd. 

//. — I mfiycDOHS havhiny. 

1. Funrf'unis e/ indiyranuH hankiiiff. — The banker (n) advnn(s\s loans on 
the s<*cui ity of landed estates or on the pledge of ornaiiamis to the agricul- 
inrists, (h) advanct's mom‘y to tin* local trad(n’ for his trading ptirposes and 
ir) practises usin y by lending money for tin* nnprodnet ivt* pnrposivs like 
marriages and siicb other r(*)igioiis functions, Soinetiim's the rnon<\v-lender 
helps tlie local manufacturer or artizan with a loan to enalile him to begin 
his trade. 

2. Tho village money-lender is not generally interested either in the 
welfare of the poverty-stricken peasant or in the permanent improvement 
of his land. 

The agriculturist is almost always poor and he usually cultivates his 
land with tho capital borrowed from the money-lender for which Im has to 
pay •a high rate of interest. Sometimes it is even 50 to <50 per (-ent. It 
is frixpiently a part of bargain that the pr<Mluce should he delivered to 
tho money-lender nt a certain |>rice which is alw^ay.s >>elow the market rate. 
Agriculture being a precarious infhi.stri’ dependent on the unc*ertain season, 
the peasant in had years suffers a heavy loss and is compelled to borrow^ in 
order tf» tide over the periml of difficulty. The indehte<lneHs of pensantry 
has assumed such an intense form that more than half the ryots have to 
Imrrow^ even their grain. Some of the landowmers have mortgaged all 

their projnudy to the money-lenders in order to keep on during the last 
years of continued failnrcs of the monsoon. The agricultural cxnnjunnity 
has Ixs^ome heavily indebted and the debt will certainly run through the 
fife of the Imrrower and perhaps this will he also a rich legacy h<» will 
l>equeath to his heirs. 

With regard to the advance,s made hy the money-lender to the tr^er or 
the local artiaan not much criticism can be levelled at. The capital h©^ 
might advance may not he much and he does not ti> get much profit 

out of it. But still the rate of interest is high. And the borrower > 
©ipected to sell his commodity to the money-lender at a rate much lower^ 
than the actual price or even the coat of production. 



1062 


^ , from%SMe the money-lender lends money for the ineritable mar- 
^and equally inevitable law suit. When the agriculturist is unable to 
ms land rent he advances him and thus saves him from ejectment, 
therefore tlie <»nly soiiree to wliieli the ever-iieedy agriculturist goes 
^adfiei. 

' 3. (a) On an average the money invested by the money-lenders for their 

t nking purjioses may range from Us. 20.000 to Us. 26,000 in every fairly 
^ v^lage in the division. 

(fc) Their expitnses may range from 10 to 15 per cent of their invest- 
ment. 


(d) There will not he much transaction between one indigenous bank 
and another except on oc*casions when one money-lender or banker wants a 
Hiandloaii unexpectedly for a short time. Tn case where Marwaris are the 
* hankers there will l)e such transactions, as different members of the same 
family will be doing busines.s at different places. ^ 


Tlieee indigenous hankers and money-lenders look upon the Imperial 
Uank of India, joint-stock banks, and co-operative societies as their rivals, 
but they also know that they have been existing in India from time im- 
memorial and that no amount of exertion by the Government and the co- 
operators would displace them. 

Whenever there is a defalcation in a bank, .whenever there is news about 
the closing of a ret'OgniztKl })aiik, or the cancellation of the registration of 
a society they are immensely pleased and rejoice over it. 

4. Hundis are very commonly used and they facilitate business without 
actual transfer of metallic money from one place to another. 

5. Loans are given i>n mortgaging lands or ornanients. If the i>eriod 
is long naturally the rate of interest w'ill he low; and if the period is .short 
the rate will he high. They lend money only to the extent of 50 per cent 
or even less of the value of land or ornament mortgaged. Money is also 
lent on promissory notes to people who have definite means of income and 
to such they also grant cash credits. 

The rate of interest will of course be high. 

6. Generally 20 to 30 per cent is charged by the hanker on the borrow- 
ings of the agriculturists ; hut sometimes it may he much more than this 
figure. The bargain is struck on each individual case, considering the 
necrassity of the Imrrower os well as his capacity to repay. The only way to 
bring down this high rate is by passing legislation against it. 

7. It i.s only a few educated persons, persons actually employed in the 
eo-oj)erative hanks and Government officials of the Registration Depart- 
ment that entertain some un])lea.sant feelings towards these bankers, hut the 
majority of the people have no such feelings at all towards them. They 
frequent their shops and fretdy borrow money. Even the educated people 
pay a higher rate of interest, when there is delay in getting a loan from 
the co-operative society. 


8. There are two opinions with regard to the money-lender. One is that 
h4 helps the ryots in time of misfortune and the other i.s that he is a beast 
os prey and a parasite. The truth undoubtedly lies near the middle. As 

^swiety and credit ni^ constituted at present, he is a real rural necessity, 
hut at the same time it must not be forgotten that he is an expensive and 
dangerous necessity. 

only way of making them more serviceable is to educate , ^em 
arid persuade them not to charge exorbitant rates of interest, considering 
the unfortunate position of the borrowers. The indigenous bankers may 
cast suspicious looks at Government, if any measures are undertaken to 
regulate their transactions. They will feel that Government are interfering 
^with the legitimate right of making contracts with others and as such 
their attitude towards Government will undoubtedly be hostile. 

9. They may realise 20 to SO per cent net profit. 
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10. TiMiy do refuse often on ncrount of the uneoe^pillfa^ble nnAli|^ 
the seeurity offered. It i« only etnell tiKMiey4ender8 ihet mey roiam 
lend money on account of the insulBoienoy of iheir working capital. ‘ 

12. Capital does not more to the proriiiciat capitals but it is laad4hekedU 

III, — Inrentment haM nnd ntfmction of rapitoL 

1. The following are the existing institiition^i that encourage the saviag 
and investing habit among the people: — 

(a) Imperial Bank and ita branches. 

(h) District banks. 

(r) Urban and rural societies. 

(t/) Fund offices. ^ 

In this district the district hank, the urban and rural stx'ieties 
and the fund offices do much useful work. 

The ordinary low class j>eople, the washerman, the milk women, the 
barlier, the petty dealer in articles and the low-paid Government aervanta 
are members of the fund offic'cs and they try to save and deposit soim* 
amount every month. If they are in need of money, they applj^' for a 
loon and they clear the same gradually in small monthly instalments. 
But these faciliticvi are to he found only in taluk headquarters and other 
important places in the district. Small villagea do require some more 
wK‘ieties near at home. Otherwise the people go to the money-lender who 
will lie ready in that place. Then' must lie a network of societim ready 
to help the poverty-stricken r>’ots. 

People are generally enamoured of gold and silver. Even the educated 
people think that some investment in jewellery is essential to keep up 
their prestige and social dignity. Thus a huge sum is Im'ked up in gold 
and sdver without Iwing nut to any productive purpose. This can only 
he liberated by educating the Indian women who must give up their attrac- 
tion for jewels, 

2. Postal casli certificates are not much popular in this district. Only 
a few go in for these. They can he made more attractive by raising the rate 
of interest and also by emphasising the advantoges of tlie seenrity of 
investment. 

Savings hank account also is not popular to the extent to which it is 
desirable. The interest that it fetches is almost negligible. And the^ 
fore a small portion of the savings wbicli may be required for emergencies 
is deposited. The middle class people generally resort to this kind of 
investment. Other classes can Iw attracted, if the rate of interest is raised. 

.^..Government securities are advertised everywhere generally through 
the agency of the post offices. This seems to l>e inadequate. In the first 
place. i>ost office#* are not found everywhere and many villages are far away 
from towns having post offices. In the second place there is only silent 
advertisement, and posters are found on the walls of buildings. People , 
generally do not understand what these advertisements contain. The facts 
must he properly explained and the people should really understand the 
usefulness of their investment. Then they will certainly invest money in 
Government securities, more freely than is done at present. 

Propaganda work is also necessary in this direction. The help of the 
village s^oolmaster may be taken : he mav be asked to educate the people 
of his Jocality as well as those of his neighbourhood in the matter of pur- 
chasing Government securities. 

Ordinary middle class agriculturists soon after getting mopey into thelv 
han^ pay the asaessment which falls due Just at that time. If anything 
remains they will keep it by luod if they realise more mon^ than neoesaary^i 
they will in their tom, lend it to others. Now some of the edncaied 
culliirista who are going hack and aettling in the rillagea keep an aemiit 
in aome of the banks and deposit the extra amount for some perfoa or 
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Xbe {deiMlenL generally dep^it the money in the banks. Extra 
mmiey is deposited with the inteation that it might accaniulate and thus 
be useful at the time of marriage of the daughter or the son. 

4. Cheque habit is not s^neraUy known to the people. They have fahh only 
in the metallic money. They prefer coins to even currency notes. When 
this is the case, there is no wonder that they hesitate to believe that a 
dieQue is equivalent to metallic money. General education and propaganda 
worK in this direction will go a long way in creating and fostering this 
cheque habit. Moreover there must be many banks and people must be 
induced to deposit all their money in them withdrawing only when required. 
The abolition of stamp duty on cheques does not seem to have increased 
the general popularity of cheques. Pleaders, teachers, merchants and matur 
faeturers on a large scale use checjiies. Payment of .salaries of officials. 
Government servants and bank einployi^es by che(|iies will certainly have a 
good effect in promoting the cheque habit. Vernacular s^ipts in Imiiking 
will facilitate the underKtanding of the nubjwt by the general public. 

6, The grow’tb of banking in India has been slow. The causes for it 
appear to he — 

(1) lack of genera] education, 

(2) general poverty of the people, 

(3) the presence of the IcKal money-lender who is at their seiTice at 
any time, 

(4) the inadequate nundier of banking institutions, 

(5) bad roads and <*oinmiiniontions which make it difficult for traffic, 

(6) failure of some of the banks, and 

(7) the concentration of power and influence in a person or n few* Iver- 
sons of tile bank. 

Possible means of educating the jveople of the country to invest their 
savings in pixKluctivo undertakings: — 

(а) Propaganda work and demonstration by oxiverts tliat investment 
in productive undertakings though costly at the beginning is really more 
advantageous in the long run. 

(б) CVoj>ai*ativo bon-owing and investment. 

(c) Discouraging and even penalising borrowing for non-productive 
purposes. Strict supervision over the investment of the borrower after the 
Government has sanctioned the required loan. 



Written ertaenM of MMMf. M. VBSTKiLTA&iknrAli A^mrgnl, 
BuVDoputy Bogtetrar^ Gtenjanu 


/. — Agricuitural cralit and credH facUitU* for 4tHall t/uiustries, 

1. (a) The agricurlturUt gets tiniiiioo for ox|iense8 during cuHtvatioii, 
from too local uiooey-leudor aucl in tboo« coaes whuro iio keeps iiack some 
ol his previous year's produce, he spends it fen* oiiltivution cKpeiia^. 

(^) In many cases this is done by liorrotring tiioncy. in few cases 
nch men undertake from their Kin*plu8 produce, iiaiigo^m-ietuined men 
effect improvement from their savings. 

(c) For lund i*eveiuie they soli their produce. In low cases the 
cultivatoi*8 become menibei's of the co-o|>erative societies and borrow 
money. 

The rate of interest varies witli tlie amount and tlie ci'edit of the 
bornjaor. For large sujiis the raU^ is l>etweon dj per cent and iSi i>er i*ont. 
For smaller sums the rate is lietween 12 and 21 per cent. For short-term 
loans it is not less than 12 ]>er cent. Hate of interest on pro-notes is 
generally higher than on mortgages. 

Oovernment loans are not freely taken. Indifferencje or iiiabilitv in 
lepayment will lead to distraint of property and this is dreaded. There 
IS no direct dealing hy the linj>erial Hank. C'o-operative banks ioucli tho 
fringe. It is only tho professional iiioney-lend€‘rs that still play the role 
iu agricultural finance. They watch the time to advance money with 
the sole object of getting the produt'O. 

For c\dlivation expenses nearly a crore of lUjKH's iire required every 
year. For improvements to land, tlioro is vast scope but much atten- 
tion is not paid to it at present. 

Gan jam i.s a poor di.strict and famine or distiuss is diKenniully ap{>eai'- 
iug. Ill some /.ainiuduri ureas there are no adequate irrigation sources^ 
In the Governinent area there are irrigation f*chcjnes wliicli rcHjuire iii- 
\ estigatiofi . Unless tJic irrigation systeni is improved and the I’jols are 
made to sink wells for irrigation purposes there is no iiisuranc^o against 
lainine. Money-lenders will l»c cautious to advance large siiiiih in tlio 
faitiiiie ssonos. 1'hc cultivator is therefore hard-stricken at times. Jf a 
Joan repayable within 20 or 25 years is given the ryot may bo able to 
rejiay the amounts except in famine years wiiich may bo two or thiu© during 
that period. 

In commanded ureas there is not much difheuity. 

Unless there is a crotnmoii cx>iiiroiii>kg or advisory agency there cannot 
be any cs>-ordination in the various financing agencies. Government can 
oa-€»xtinate and advance money throii^i i^>-t}perutive instittitiotui. At 
present some of the ryots may be taking from Goveniiuent as well us 
from the local co-operative society. 

2. Groundnut is tlie only principal commodity in the district and that 
is sent to Viaagapatam for shipment. 

Jute in small quantities is exported from Gopalpore. 

AH other crops are practically for local consumption. 

Paddy is pounded to rice in the mills at Bambha^ Tilaru and Clitoav 
cole Ko^ R.S., and exported to the Visagapatam district (Viaagapaiam 
and Viaionagram). 

Chtrandnni crop is Hie tely one that requires finance and this k 
financed at present hy the Imperial Bank through tmddlaman who 1^ 
credit with Che bank. The aiibtal cultivator does not anteket it ih i my 
te Hie wholesale dealer. He cannot afford to leave hla fdace fwl tee 
reason that ha will sow another dry tmp on the tend at tm tt 



loeat merchani pooU oni the produce and delirers it to a wholesale dealer 
who gets it decorticated at a mill on the side if the railway and hands 
it to Volkart Brothers or other firm. 

3. The value df lands is |^nerally Rs. 750 per acre wet ami Rs. 300 
per acre dry. The maximum is Ra. 1^500 for wet and Rs, 500 for dry lands. 

Lands producing garden crops and in the vicinity of towns fetch a better 
price. 

(o) Lands sold in Government auction are very tc v in this district 
and these are generally for non-payment of kiste. They do not fetch 
the market value. 

{b) In court sales the prior encumbrances, the nature of judgnieut- 
debtor and the distance of the village to the court determine the price of 
the land* Generally these are knocked down below the jmarket value and 
may come up to 76 per cjent of the market value. 

4. There ai'e no land mortgage banks in the district. There is sco|ie 
to work a bank. But the question of getting local deposits is still to bo 
tried. 

On account of the poverty of the people the lew capitalists lend money 
at usurious rates and so the capital necessary for u land mortgage bank 
will confront tlie workers for some time till people of ordinary means do 
realise that it is profitable to purchase dolmen tiires than venture on land. 

(a) There are very many joint holdings in the district. Besides, 
there ^*6 holdings of even one c^eiit in measure and there are very tiny bits 
ol land on joint patta. By a process of exchange and payment of cash 
when there is some difference in valuation, the minor holdings require 
merging up. Then only some tangible record of rights and title of owner- 
ship is feasible. At pi*esent there are eases wheie enjoyment is different 
from title. 

(c) In this district funds fixnn central institution is the only source to 
get working caj^ital for a mortgage bank if started. 

Unless there is Government guarantee even the few i)crsons that may 
c*ome to purcliasc the debenture bonds will not go in for tliem. Since the 
debentures are backed up by land mortgage there will not be any loss to 
Uovernfiient. 

5. Taking the present working capital of the co-oporati^e societies in 
the district as the basis for estimate, the indebtedness in Uio district 
will be Rs, IJ crores. Agricultural indebtedness will be a crore and other 
forms half a crore. 

Nearly a third of the monev will bo on mortgage of land and the rest 
cither on pro-notes or gold pledges. The co-operatu'o credit forms only 
a fraction of the debt. 

Payment of earlier debts is a broader term. For the sake of urgency 
in cases of marriage, payment of land revenue and other things loans 
are first made simply to be pooled into a big item and to go under the 
name of prior debts. These are merely a combination of petty primary 
debts for seed, for cattle, for kist, for ceremonies and ^e like. The 
religious, social and economic condition of a particular communi^ is 
responsible for the kind of debt. So in a particular village the different 
classifications are dependent on the class of p^ple, nature of the land and 
the condition of the health and other vicissitudes. 

In Gan jam district loans for (g) and (h) are rare. Payment of kist 
is generally done by selling a part of the produce harvests. Seed and 
manudb loans are ^nerally repaid from the next harvest, (a), (b), (c) and 
(e) generally contribute much to the indebtedness of the district. 

Temporary accommodation for seed manure and kist is obtained from 
co-operative societies if there be an^ in the village. Loans for long-term 
purposes are obtained from oo^-operative institutions as well as from money- 
lenders. Co-operative instiintions could not envelop a tenth of the require- 
ments. Professional numey-lenders exist and ^yiey catmr to the needs a 
group of viUiq^es. These mone(y4etider8 in turn recover the land for tite 
debts due and thus become laimolders, in some casee^ against their iriU* 



The reacboti is that the land does not fetch even Q per oent tniemi #htk 

money-lending gets at least 12 per cent return. The usual period tor a 

money-lender to become a landholder is a score of years. 

6. The rate of interest on mortgages is usually compound interest. 

At tile close of ercury year the interest is added on to the principal. 

Civil courts are resorted to for enforcing a debt. The transference of 

land from small holders to the money-lender hus become a generality. 

But for the Rangoon emigration, many of tlie |>etty holders would have 
become serfs. 

In tile iiortlierii part ot Gan jam, women do not emigrate with men. 

Hence men retuni home off and on. Thus we liiid some attachment to 

land. The women look to transplantation and harvest. 

A few welhliehaved Rangoon emigrants riHleeiu hack their pledges and 
even purchase neu’ lands. 

If a way is found out to have a fluid circulation of money and credit 
at cheap rate of interest without luHher complications, there may 1 h' a 
check on fuillier sales; hut as matters stand now, the daily sales in the 
district will not wane out. Co-operative movement has <‘oine to stay and 
when expanded to double the pi*esent work of course with lK»ttci* inanagt^ 
niont and stricter adhereut'c to principles tlie indebte<liiess will in u decade 
come down to halt of what it is. 

Only the principle ol thrift, oliservaiice ot economy ami application ot 
co-oiiei'ative cretlit facility to agricultural industry will bring the district 
to the onward march of Thei*e shall have to be many brunches 

of the bank at convenient centres and each individual shall have to obtain 
a sort ot credit facility to work as a cash ci'etUt upon liis honesty and 
genuineness of purpose. 

(). There is haud-spiiiiiing on a very limited scale hut this is very local 
and only a very limited pupuiation does it. 

Mat-making is also a sulisidiary industry res irteil to in a teas where 
w'ater grass is available but the local demand coiisiimcs the finished mats. 
Ropes tor tying bulls and for hoiiseliold piiri>oseM arc also made but all 
these are very small and arc resorted to in small areas. There is no 
supplemental industry on a general scale. Many men migrate to 
Rangoon ti*oin Novenilter and will return in June. ljo4*al harvest is done 
by the few men, the cultivation landholders and by the women. The 
Rangoon emigrants attend to harvest in Burma and come hack in summer 
to attend to their cultivation. Thus the subsidiary industry has not much 
scoiK) to i>ecome general. 

There is a demand tor gooil milk and ghee. The present supply to 
towns is very poor. Dairy farming may bo introduced, llaud-spiuuing 
can* be udvis^ to bo taken up generally. But ^his district does not pro- 
duce cotton on a largo scale and cotton has to lie iiiiporte<l. A great deal 
ot spade work is to be made to make the people ^ke up to spinning. 

6-A. Fishery may lie a thriving industry in the ChiJka and at Soniuiimr. 
llie oy^r fishing at Bonn apur —said to be a dainty to Uie European table- 
may be tried provided there is a fast conveyance to catch Parcel Express 
to Calcutta, at Berbampur, 

Uaodioom indusirv* is dying out. Metal work is indigenous and the 
workers are indebted to tbo full. They are in the solo grip of a few 
money-lenders. Even supposing they are redeemed, w^e most nave a oon- 
stant grip o\*er them. Till then there is no prospect of self-organiiuiikni* 
There is a brass industry ut Lakshminarasupeta, Budithi, in brass pots, at 
Mumdiipeta and Sitarampur in brass vessek and at Jahoda in brassirare* 

For each centre there must be a paid agent of the e«i-oi>eratiTe insti- 
tution to watdi and gatlier the flnisned wares before fresh atnom^ 
adhraaoed. As industry stands at present, the establidunent cdsiiig^ 
not foe reaiined. Hiere must be an organised effort from among the wigipmv 



7. imperial tmwk grees m ewwrd r e ft ^ ibe central 1»a«dc6 And is 
ftiio k timiker to tim said beaks. Beyomd this, there is no other eetiDre 
bQlp. 

There are ao jofint stock kmaks in the distnot. 

The local co-ckperative unions that are ai pr«3(i^ui the reconiniondtug 
(lodles to the giant of loans to the primary soc^ioties must be hcr^r 
managed and given scc^ to gauge the requirements. 

To get money as early as possible there has to be a local branch of 
Uie central bank readily accessible, and there shaU have to be a r^ular 
village to villi^c propi^anda about the differentiation of loans and the 
desirability of such a differentiation. 

Th€»re is no competition between the co-operative banks and the joint 
stock bunks, because, the latter do not exist. 

A crore of rupees is required for the Ganjam district Idr the relief of 
the poor ryots from preising debts. 

The Government sub-treasuries are not at present readily and ton- 
stantly resorted to because there are vorj’ many avoidable obstafles. The 
suh-treasui'y officers do net issue advice lists along with che<|iies. Gliecjues 
Gbeqiies are not mmKsdtatelj' hotimtred as soon as tliey are tendered 
and some sub-treasuries arc not oinpoivoi^ed to transact co-operative 
cash orders. 


II * — Indigenous hanking, 

1. The indigenous banker lends money for ^me and all oi the rwtiiire- 
inents of a person that nppi*oachos him provitled the latter b».s assets to 
stand surety to the borrowings. The Itanker docs not cim.\stioii the utility 
but cares for tlie safety of the loan. For all agricultural j)urpuscs lio 
lends from start to finish, and takes hack his money at the einfiest oppor- 
tunity without any considerations for the futurity of his client, 

2. Most of the finance comes from the local sow car. In this district 
in several cases the local nwiiey -lender happens to l)c a big landholder 
himself. Heme he could catch hold of his client in the right time to recover 
his money either in cash or in kind. A co-oper iti'^e society which is a 
corporate body does not exhibit such a close watch as the person of the 
lender does. Again the elaborate proc*edure tmd the time involved in 
getting a loan from a co-operatire society are absinit udien a needy iiiun 
appvoacdies a money-lender. A signature in a book or attendant^e in a 
tSiib-Rogistrar^s office finishes his job. Ho need not wait. 

Men have not yet realized the principle of co-operation. 

to 7. At ^rresent there is no hundi sjTstem adopted by the money- 
lenders of tlie district. What cannot be cured must Iro endured, that is 
the mentality tlie borrow'ers have towards their sowcars. 

8 to 12. Ganjai# district is proverliially a iroor district. Tlrere arc 
a few rich people that keep their capital uninvested. The few luoiiey- 
lenders have middle class dealings. Hefusal to accommodate a borrower 
will be not for want of money. The borrower’s own credit and his pre- 
viotts dealiitgs with financers arc the dining factors to an individual’s 
getting a loan. If there is a branch of the octitral reserve bank th^ro 
will be the Government guarantee and thus there will be an assurance 
for the borrower and the lender. 

llL-^Invegtment hahit mul cdtractwn of caxAtal, 

1. Already dealt with. 

2, IPostal Cash Certificates are not popular with the masses. 

People that reoort to aavkim banks are very few. The Hinit of ibo 
manimnfa is too inadequate. There are very few post offices in the dis- 
tnet. The few rupees which one saves, he or she imids to the neighbour 
en gold pledge or keeps wttii a kinsman for a reascmable intei^i. Practiooliy 
themore the Governmmit postal savings bank is no competition. 



3. The district is rery poor to say that there is serpitts the 

majority’ of |>©ople. In their effort to lead a better life they are sinking U>e 
amount in the present-day luxuries. 

As has already l>eeti said, the weli-to^o agrieuliurista hold money 
and paddy to their less favour^ brethren and recover the money or naddy 
in the next harvest. Rut in this district it is not uni vernal. Grain banks 
require trial but exjierttiieiit has first to \m made. The present dullncfin of 
the paddy market is not favourable for a free exchange and those that 
hold stocks are still ex|>eeting a lietWr market. 

4. Very few use cheques. They are those that have a etirrein account 
with the ltn|>erial Bank. 

5. It is a fact Uiat investment habit in fiulia i^ very slow hut people 
understand investment in land though it fetches not moix»^ than 6 |ier 
t^ani at the liest. The reason for lack of a ftnid investment i« the uncer- 
taanty of the return on ac<Hmnt of the failure of the AThnthiiots and the 
NaltiniH. The present Uiwiks iiuist erento confideiUH:* and show that they 
have a sound hac^king up. 



Letter from F. H. Sbnnbck, Cotnmiasioner of Income-tax, 

Madraa, to the Bocrotary, M^raa Provincial Banking Enquiry Com- 
mittee, Madrasi, dated the »1rd February 1930, No. 582/29. 

[Banking Enquiry Committee (Madras Provincial) — Information — Supply 
of —Your letter, dated 25th January 1930.] 

I forward herewith four statements. Statements I and II show the 
amount of capital investeil in indigenous hanking, the interest earned there- 
from and the ex])enses in<urred in eaiming tlie interest, statement I in 
respect of \irhan assessees, and statement II in respect of rural asseesees. 
Statement 111 shows only the net interest earned in respect of certain urban 
assessees; in these crises no information is available in the records regarding 
capital and expenses. Statement IV furnishes similar figures in respect m 
rural assessees. 
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Statiiitiea regarding iniigenouii banking in UriMn ar^aa of the aereral diatriota 

of the Madras Presidency. 


XiVQue of Oifttriot or 


Num- 
ber of 

Capital 

estimated 

Eati mated 
interest 
net. 

Erpentea inourred in 
earning that iniereat. 

XiOiaes 

iofmd 
owing to 
<Aarglng 
high rates 
of inler- 
eet. 

Inoome^tax Circle 


ban- 

kers. 

to be 

employed. 

Interest 

piid. 

Other 

expenses. 




&8. 

RS. 

R8. 

MM, 

Rt. 

1 . Gaitjaiii 


19 

43.66,386 

I.Ol.tSO 

t,SO,47» 

24.166 

7.623 


2. Vigagupataiu •• 


106 

46.04,790 

Details not 
available. 

4,606 

•• 

3. Eost Ooduvari — 








Cooaxiadu 


. . 

, , 

Kura). 

. , 



Rujahmundry .. 


83 

73.90,000 


2,21,603 

48,237 


4. WesiGoiUvari .. 

. , 

33 

3«,66,228 

niMLi 

, , 

1,661 


(>. KiatriH — 








Bezwada 


82 

63,89,119 

3,46.466 

1,72.474 

8,831 

10.726 
in three 
oai^s. 

Miisolipitam 


130 

67,83,661 

4,67,823 

46,720 

2,864 

, , 

6. Gnntur — 


136 






I Circle . . 


94,00,000 

9,01,800 

Detail n not 
available. 

39,612 

.. 

Bapatla . 


87 

8.81 ,m 

72,439 

1,062 

2,984 


7. Nellore 

8, Bellary . . 


16 

46 

49 

10,66,060 

16,66,309 

26,18,214 

93,840 

1,40,230 

1.86,321 

81,280 

M.tail. not 
oTiiilable. 
90,177 

2,816 

33.329 

18,1188 

9. Allan tapur 


99 

24,64,060 

2.86.236 



10. CnddapJih . . 


117 

27.63.786 

2,81,138 

ii,i32 

1,228 

e « 

11. Chittoor .. 


10 

12,46,000 

1.19,(M)0 

7,922 

9,000 

, , 

12. North Aroot 


8 

1,74.217 

16.641 

• . 

192 


13. Madrai— 








I Circle 


13 

2,30,60,000 

4,18,000 

16,61,000 

3,22,000 


1 V Circle 


76 

1,14,72,000 

5,92,400 

6,80,400 

2,16,400 


14. Chingleput 


79 

60,00,000 

1.98.741 

1 71,477 

1,41,668 


16. Booth Arcot 


117 

36,96,996 

4,<M),609 

. . 

1,06,19()* 


16. Tanjore - 




4,66,100 

40,600 



Rumbakonaiii . . 


93 

67,40,000 

18,300 


Ne^HpoUm 


32 

28,92,129 

1,98.774 

20,024 

. . 

17. Trichmopoly— 


60 


3,02,896 




I Circle 


87,66,962 

1,69,966 

* • 

II Circle 


20 

20,67,734 

1,39,397 


66,700 


18. Madura — 







North Circlo . . 


17 

18,04,369 

97.669 

68,649 

47,673 


Booth Circle . . 


16 

24,08,867 

1,86,320 

2,299 

23,103 

34,406 


Dindtgol 


13 

16,00,869 

l,47.a()8 

66,970 

. , 

19. Bamnad<~ 








Rarmtkodi 1 Circle 


14 

1.77.14.000 

62,000 

. 4,12,000 

93,000 


BlTa«uiga 
Tlrodhoiiagar .. 


12 

1,42.84,961 

7,46,279 

61,920 

8,039 

. . 


113 

64.72,267 

2,19,807 

68,088 

72,130 


20. Tmue?«I)y 


22 

73,80,000 

1,40,000 

8,60,000 

1,10,000 


21. Balem 


103 

34.76.279 

3,02,401 

• , 

21,264 


22. Ooimhalore 


200 

69,19,000 

6,71,900 

4,93,400 

63,400 


,, Erode 



1,69.11.817 

13,69,821 

4,27 .Poi 

1,98,677 

61,286 


23 Nikijii 

24. Makbar— Calioot 


34 

16,94,467 

1.72.689 

83,861 



12 

Not aTatla* 
Ms. 

79,291 1 

1,26,024 

7,949 

« • 

23. Booth Kaimra . * 


4 

66,21,102 

1,36,736 

2.90/164 
Detsils not 
available 

42,628 


2^ Komool .. 


72 i 

i 

j 

82,24,160 

3.22,898 

■ 



142 


IftelndiS inierssi M dibts, %Uk 
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Stotistioi regarding indigenona banking in Bvral areas of the eereral distii^ 
of the Madras Presidency. 


Ktme of Diiirist or 
[noomo'tox Circle 


1. Qanjam 

2. Vieagapatam 

8. Esit God&r&ri— 
Cooanada 
fitjahmmidry 
4. W«it OodaTari— 
Eliore • . 


6. Kiitna*- 
Beswada 
Maeulipatam 

6. Guntur — 

I Circle 

II Circle 
BapatJa . . 

7. Nellore 

8. Kurnool 

Bellary 


10. AnanUpur 

11. Onddapab .. 

12. Cbittoor . . 

13< North Arcot 

14. 

18. South Arcot 

20 I^ort— 
Tanjfore . . 
Kumbahonam 
Negapatam 

17. Triohinopoly— 

I Oi^ 
nCirde 

18, Madura- 

North Circle 
South Circle 
Bindigul 


Num- Capital 
her of estimated 
ban- to be 
kers. employed. 


Bhtunafed 

interest 

net. 

Expeneee incurred in 
earning that interest. 

Interest 

paid. 

Other 

expenses 

. as. 

E8. 

ns. 

7,93,748 

12,69,224 

31,469 
Details not 
available. 

2,660 

12,692 

21,08,003 

12,66,676 

2,82,967 • 
37.466 

26,696 

8 , 39,272 

Details of 
expenses not 
available. 

•• 


r 94 61,00,000 6,00,830 

[137 89,28,638 3,13 881 

269 1,46,26,263 12,76,992 

98 49,00,000 4,69,306 

314 1,37,06,406 14,47,320 

311 1,26,17,016 11,64,626 

6 1,69,200 16,290 

303 1,20,61,040 1,20,610 

f 62 32,26,670 1,87,744 

[l66 61,23,892 6,44,177 


[200 62,46,920 6,69,361 

[ 40 10,76,390 99,680 

337 1,01,68,377 11,22,972 

41 84,41,000 8,42,300 


66 13.12,361 

61 16,00,000 




Do. 

61,236 

1,74,328 


Details not 
available. 

’47,177 

4,290 
Detail t not 
available. 

80,399 
Details of 
expenses not 
available. 

Do. 

Do. 

18,677 
Information 
not available. 

Information 
not available. I 


Loeeee 

suffered 
owing to 
charging 
high rates 
01 inter- 
est. 


1,904 
6,213 7,336 in 

four cases. 


48,399 17,647 


97.20,448 

10,77,903 

.... 

2,83,3851 

10,73,000 

44,20,800 

(9,96,237 

1,09,000 

3,83,900 

4,96,611 

47,000 

17,630 

19,690 

6,000 

10,960 

21,667 

36,66,641 

98,36,876 

3,94,248 

8,69,930 

11,269 

80,236 

12,3(6 

4i,740 

1 .99,621 
80,97,299 
39,68,806 

18,270 

79,621 

3,02,868 

11,081 

1,94,082 

1,18,846 

6,877 

2,28,568 

28,007 


* Includes had debts and establishment charges also, 
t Incudes interest paid , bt d debts, etc, 
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Statistics regarding indigenous Ijanking in Rwd areas of the sen-ral distriots 
of the Madras Presidency— com/. 



Som- 
ber of 

CupiUI 

sstimstsd 


Expense* incurred in 

ItOHM 

Kame of DUtriot or 

Ecttimaied 

earuuig that 

intetesi. 

owing to 

Income-tax Circle. 

ban* 

to be 

III LV1| Vdr 



charging 


kers. 

employed. 

1161 » 

Iniereet 

Other 

hi|^h ratie 

of inter* 





paid. 

expeisee. 

esi. 



as. 

ES. 

EB, 

MS. 

li. 

19, Kanmad— 







Kar&ikodi I Circle . . 

19 

1.79,24,000 

4,2;,0(M) 

427,000 

1,46,000 

e • 

„ 11 Circle 

U 

l.tC.iS 000 

6,65,226 

10,40,167 

2,91,216 

• • 

Ill Circle.. 

71 ' 

1,66, IS, 000 

7.70,091 

3,32,100 

1,79,133 


BivAganga 

Virudbunegar . . 

242 

4,26,n,2‘2( 

1,01,321 

3,77,380 

1,00,261 

• » 

213 

72,40,263 

5,S3.566 

U,18l 

16,037 

» • 

20. Tiimevelly 

10 

21,0(1, 0«) 

40 000 

1,20,000 

30,000 

« • 

• „ Tutioorui 

150 

1,84,61,000 

9,62,351 

1.92,903 

69,014 


21. Bulem 

(m 

1 72 

1,6»,20,32» 

8,10,000 

15,87,673 

70,000 

.... 

4,83,200 

e « 

• • 

22. Coimbatore 

72 

41,46,000 

4,:'2,U00 

‘ 22,800 


e • 

„ Erode 

267 

1,60.60,926 

13,07,516 

3,34,942 

1,36,821 

0 • ^ 

23. Nilgirii* 

10 

8,46,676 

37,477 

7,597 

8,236 

• t 

21. Malabar— 







Palg^t 

26. South Kanura 

fi 

82,67,180 

1,31,920 

86,622 

10,364 

• • 

6 

33,37,760 

1,06,896 

1 

1,82,604 

22,636 

• • 


in 

Cases in which only net figures of interest without d*!tails are available. 

Vrhan. 


Name of district and circle. 

Number of 
bankets. 

Amount of 
interest 
earned. 



ES. 

Cuddapah 

9 

16,993 

North Arcol ,, ♦. 

129 

3,95,036 

MasulijMUm 

Cl 

2,32,561 

Calicut 

19 

66,690 


IV 

Oases in which only net figures of interest without details are available, 

Rurd. 


Name of distriot and circle. 

Number of 
bankere. 

Amount of 
interest 
earned. 



M. 

1. Coddapah *• 

2. bivaganga 

3. North Areot 

4. Mesalinafim 

5. Calkni .. 

6. Gontttr «. 

.. 11 

.. 10 

sv 19$ 

67 

.. 43 

.. 154 

20,469 

4$,F00 

3,92,309 

2 22,813 
96,342 
3,23,429 
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Written evidence of M.BJay. E. S. GAEAPATHI AYYAE 
Arargal, B.A., Pleader and Ex-Preaident, Erode 
Urban Bank, Erode. 


1. of the points raised iii the quest ioiuiaii-e require 

special and wide investigation and close study of the conditions and habits 
ol the people with reterenc-e to statistics, elaborately collected. Again, 
for particular areas, and peoples and businesses, special features are pre- 
sent, which require special ex|>erience and knowledge to enable one to 
make useful suggestions. As a co-operative worker 1 can only speak 
with reference to that movement and offer my opinion in regard to a place 
co-operative banking should occupy in the evolution of a universal, well- 
regulated and co-ordinated banking system in India, as is contemplated 
ill the enquiry. My answers arc given in a general and narrative form. 

XI. Present vondlfions . — Until the other day when the co-operative move- 
ment was started, Imiiking facilities for hnaiicing agriculture, commerce 
and industry or for development ol thrilt i\iid credit, were not at all to 
be met with. Reckless borrowing at usurious rates without hope or means 
of repuynieiit has become common. And then too, on the other side there 
arc all sorts of needs and occasions, ceremonials and festivals which I6ad to 
extravagant and wasteful haliits and not to any jiroper productive appli- 
cation of borrowed funds. Xlence, the productive capacity of the people is 
poor. Over a very large part of the country, owing to unsteady 
eonditioTts of employment created by failui'c of seasons and seasonal 
nature of ugricultuiul work, there is no pi-oper facility for continuous 
emplojuiient of people in productive octrupation. Thus there is lack of 
basis for thrift and credit in the (country. The very small minority who 
can be said to have these two elements, among whom we may class the 
professional salaried, and capitalist, have not developed banking habits. 
Ry their very nature and profession, these ‘moneyed’ classes are conser- 
vative. In Kngland where the people are working eiflier in an industrial 
or in a commercial concern, their work makes tlumi progressive and adven- 
turous. In India the appeal of lands, buildings and jewels for the invest- 
ment of their money, is greater than in such a country as England, where 
joint-stock capital investment has lieen nourished first in commerce and then 
m allied industry and hanking. Lands, buildings and jewels are considered 
safe here and capital is shy so far as other kinds of investments are con- 
cerned. On the other hand, except for the organized work of Goverii- 
nioiit and public, bodies, no appeal has l>een made by banking organizations 
and institutions to draw out these resources for their utilization. Failures 
of banks have received s[>ectacular and notorious advertisement, llieir 
suceess which is very little has not l>een noticed, much less have* they 
brought to the notice of the public, their safety and their utility to the 
country. The banking movement has not spread itself out into the mufas- 
sal to bring into its fold all the credit resources of the country'. From 
Presidenev and district centre, it has not reached the country, nor made 
appreciable efFoi-ts to gain resouixes, or to solve the problem of cr^it faci- 
lities among the people at large. 


Again, the banks that have lieen working have had no strength that 
comes of combination and co-ordination. Many failures in the past cx)uld 
ha ve^ been saved if a cHjiitral organ izatiou hud existed to co-ordinate and 
control their activities and maintain public confidence in their soundness, 
llieir credit with the public would not have suffered or so easily ^aken 
as to result in their wreck, had they been affiliated to a strong central 
banking organization, with the credit resources of the whole country at call. 
To sum up, there is no pi*oper basis of production, thrift and credit among 
the vast masses. Banking habits have not been cultivated even among the 
moneyed classes. The banks themselves have not reached the peopfo at 
large and they have no strong sound organization to co-ordinate, control 
and aid their activities among the people. 
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TUei'e are at tiio present day tln-ee kiiuU of institutions iH^nipeting ill 
banking aoiKing in India on line® ahicb are distinctly unsound and 
opposed to eacdi other, via., indigenous, joint^took and co-operative, Tho 
principles underlying them ai*© profiteering in the first two cas^ and pro- 
tection in the other. There is the indigenous banker, carrying on his 
usurious trade as a profession and not with refei^nc«\ to any benetit to 
conferred by affording banking facilities for the i>eopl© aa a whole. Tht*^ 
profits of usury which ought to go towards the building up of a basis for 
thrift among the people, the sine qua nun for any cmlit in a community, 
goes to sti'engthen tlic indigenous banker and to impoverisli and demorniiae 
the country. Not merely tlie element of thrift but the element of credit is 
thus lost. Among the joint-stock or quasi joint-stock hanks, the lm{>erial 
Bank of India stands prominent w’ith ample I'esoiirees of Goveinment, 
public l)odies and private individuals and with a definite ptdicy of imchiiig 
out and meeting the needs of the commercial coimmnuty in nuifassal and 
urban areas. I’hey form a banker's bank for the iiuligonous hankers and 
also a financing bank for merchants in most of the places wdiere their 
branches have been opened. To a .slight exUmt they have also helped to- 
operative urban banks, but are now turning out to 1 m 3 competitors with them 
and with the other joint-stock hanks in the places where they come to exist. 
By helping the indigenous bankets^ they have certainly created a clas,s of 
'guaraiitcirs for accommodation credit to traders but they have failcHl to 
regulate the rate of interest in the * iiioiuw market.’ The bank rate has 
no relationship to the shroff’s bazaar rate. Their branch opening policy 
has succeeded because the sliroffs iuing grit to their work. In promoting 
thrift, credit and hanking habits, and in reducing rat.^ of iiit^rest, they 
have not sueesL^ded becaiise of their resort to shroffs for busincsK, To tho 
big merchants, having independent relation with the Imperial Bank, they 
have proved beneficial. 

Other joint-stock baiik.s are facing this compel it iuii at great odds. That 
they succeeded so fur in spite of good report and bad, and every other 
discouraging circumstance, is due to their organizing ability and to want 
of other proper cmlit facilities in the country. Tbey have developod 

w'hat are known as produc't* loans and jewel loans with produc'e and gold 

jew'ols as securities. Tlu‘y are not usurious. 1'hey have (crtainly reducxKl 
tho rate of interest. By their banking on corrtH't principles, they Jiavo 
made an appeal to the investor. They have helped commerce. But they 

have touched only a fringe of the credit ikhuIs of the community and Jiuvo 

not developed banking and investing habits in the lewm’ reaches. 1 hey 
alsi- suffer for want of co-ordination, iiiiheulthy compel itiori aiul lack of a 
central reserve bank to fall back in case of noe<l, though tlio Juiperial 
Bank has latterly assumed this paUuual role in undei*taking clearance 
work and acting as banker’s hank for their roM^rvo funds and to some 
extent in fiMancing their credit papers (in tlie second instaneeb They 
badly want an organization devoted to the latter work to enaiile their 
proper expansion. 

Tho co-operative banking .system, rural and urban ^ lias made a widei' 
and stronger appeal to the idealist among the professional clamps (exclud- 
ing ilidigenous bankers and commercial classes) and to the rural population, 
so heavily indebted, that its principles and practice Hoem to mo to be tho 
only way out of the vicious circle of jmverty, lack of thrift and credit, 
l>oor productive capacity, extravagance, heavy indebted ness, and reckless- 
nes.s, that characterize the mass of our fxiuntrj'inen. Started inaiiily 
to finance agriculturists, the movement has Ixwn taken up in urban 
areas by professional class leaders, who seek to bring witlim iin fold, 
all employees, artisan and unskilled lalmur, pettv traders, capitalists, 
salaried and wage-earning classes, caste* and guild organizations. It 
has mainly done ‘ credit ’ work for all classes and conditions of men, 
not toudi^ by other l>aiiking organizations. It has created credit where 
proper basis was wanting in the rural oomiuunity. If I may say so, it 
has a monopoly of finaitciK^i; on personal security. Jt has reached widest 
area and the greatest pottstble number of people. At least one of its funda- 
mental principles is that it should finance only productive purposes, and 
enable the building up of a strong basis of thrift and progressive utiliaation 
of capital for nationai prosperity. Again it has organiswid a well co- 
ordinated system that is sound as far as it goes. From the^ provincial apen 
hank down to the urban bank and rural society, there is inir-rnlkl^mmib 
control, audit and supervision. Bound rules based on ri|;^t banking prm- 
eiples have been established. Government have checked every \xliuberfisiee 



auit irnpruckiic't:. Orgauized piopagatida work, organbsed and elaborate dia» 
cnHaion of probietim and tj^olutiona that arnie in the movement^ orgauiaed 
education of a^orkert* iii et>-opei ative principles and organised study of 
neeih and conditions oi the people aiiioiig whom the leaders of oo-amration 
work, are the most noteworthy features of this movement. In the rural 
community it has rendered distinct service by ousting the money-lender 
to a c‘ertain extent and di%'erted usurious profits to itself for productive 
finance, thus creating a basis for thrift and a resource to the community. 
It has more than any ether banking institution reduceil the rate of interest 
for ail. Every moveiiicjit including banking has for its purpose social wel- 
fare. The co-operative credit iiiovemont has avowedly aim^ distinctly at 
socual welfare iroia the fii'st. in fact it is an institution combining busi- 
ness with social welfare and not merely with profits. It has created in 
the masses sound credit habits and educated them in social purjMJses. It 
has more than what adult education by itself can achieve. In its credit 
W'ork it has extended its help on the laud and amidst labour, the two things, 
w'hich other banks won't touch. Within its sjihere the urban banking 
moveuient bids fair to become a very great pow'er for good. With men 
engaged in comiueixe and liberal professions, leisure, knowledge of busi- 
ness and enthusiasm are to he found. There also is found moijey free for 
investment. The urban banks by encouraging long-term deposits have 
performed a great serviet^ in educating tho people in sound investing and 
banking Jiabits. 'I'liey are reaching the middle-class people and artisan 
classes in a systematic manner and are tending to promote conimerc« and 
liaudicrafts. 

The co-operative credit movement has its own detects which can lie 
remedied by proper measures. Tlie defects are : —(1) excessive control by 
Clovernment that prevent freedom of action in doing expansion work 
however .sound the same may be; (2) inadequacy and incompeteiicy of 
w’orkers Wth in field work and regular work ; (3) inadequacy of material 
1 ‘esources for works and industry; (4) warn of elasticity in methods of credit 
work; (5) maladjustment in the relation between term of deposits and loans; 
(6) absence of rigidity in collection work; and (7) disloyalty to the ideal 
among the members. 

111. In deseriliing jiroposals for reorganization of hanking institutions 
which the encpiiry has before it, a brief sketch of the purposes which hanks 
should be made to serve is culled for. There is fit’s! and foremost the rural 
community on the land and labour, with subsidiary industries and crafts 
attached. Then comes indust ricjs in the urban or industrial centre, and 
along with these centred in the same area, is c*ommerc;c. Thus agriculture, 
industry and commerc'c have each its^partieiilar need for finance, (i) Gene- 
rally speaking, whatever ty[)e of liaiiking joint-stock or co-operative is 
working, the universal need of the country is the creation of more and 
moi'B hunks in cnery area, rural and urban. Valuable knowledge has been 
undoubtedly ac’cjuii-ed from experience by existing banks of all types, regard- 
ing possibilities awaiting the spread of banks all over the country. In all 
cxmimercial centres, thei^ are banks and they are in a position to help 
forward tlio movement of establishing branches and feeders. (2) The 'asso- 
ciation of indigenous money-lending agency with the existing banks should 
bo tlie main work in not only redeeming the i>eop]e from usury, but in 
W’oaning usurers from their predatory, parasitical activities and directing 
them into gainful activity in spi'eading, financing and working branches 
of banks on sound principles, for which they ai-e all well-fitted by their 
IcK^ai knowdedj^e, experience and ability. (C. F. Gubbay on their credit 
and information, their hereditary instinct for bailing, etc.) That th^ 
have capital is a great asset in their favour. They will have a stake in 
the concern under their charge. That they should be educated into beue- 
fioi^J/ pr^uctive wx>rk as contrasted with their risky, speculative, harm- 
ful activity is a matter of first rate importance in manning the move^ 
inent for spread of banking in India. In this matter the co-operative leaders 
have given a right lead to the country by establishing training dassee 
for panchayatdars, who direct the village primary ‘society.* As joint-stodc 
banks and other banks are utilising the indigenous banking agency as 
guarantors for accommodation credit to the trade, the oo-operative banlss 
might also train and employ them as wholotime paid agents and in ibis 
w^ay bring about a wholesome reformation of this class of pec^le as well as 
utilize their great ability, knowledge and experience on sound lines of 
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productive finance. Their absorption in the movement will bring more 
^nfideace among the public towards hanking and along with it more funds 
into ba^s. (3) Next to creation of more banks and branches and the 
association of indigenous bankcrii in working them in the devek>pnient of 
thrift and investment habit. The suw'Cf^s that attends public debts» like 
war-loans, and bonds, conversion Ininds, <lel>eiiturew by public bodies and 
corporations, fiontation of joint-stock enterprises, savingn, current and 
fix^ depwits with Government and hanking institutions, growth of tiiKur- 
ance habit, groa^i of stock-exchange transactions, nil point the tact 
that the movement toa'ards thrift and investment \h netting in and has 
only to he develoi>ed and dircH'ted. (Tlie part that investment corp<u‘a- 
tions and trusts have played ui America and in England, in drawing out 
available resourt'es of the <*oimnunily for development, is well known. 
Under stringent c'ontrol. they might Ik^ estahlishe<l in this country to 
finance local works in urban development !H‘hemes.> Co-operative urban 
hanks which have played an important part so far in this mohiliRation of 
credit resources may, in the future schoine ot hanking organ iaat ion, lie 
expected to play a very important part of chweloping investment habits. 
Jewel and pixidnce loans have their own value in the diwtiorv. It is to 
lie noted that the policy of jewel loan.s pursued by small up-country hanks, 
nidhis and indigenous hanks, while creating a fiiNt-class stsunty has practi- 
cally resulted in this, that jewels are a form of saving, useful for small men 
in times of need as a valuable security. Tn onlinary timoH, of course, so 
much gold (bullion) is locked up on a person and thus it is a hoard hut when 
onc’e etlucatioii spreads and taste for ornamentation changes and the iilea 
spreads that savings invested mean interest earned, the lorner is turned 
and the road is clear for habit of investment to spread. It is a great 
thing that gold jewels have iKHsnne valuable security. The next step is 
easy to take, via., to invest the value of gold jewels in a sate concern. 
The poorest people come in <x)ntaet with the Inink and learn eventually 
what is wanteil — a valuable seeiirity — to give them f*redil. Tlicy learn the 
excellent credit habit of ininctiial repayment of interest and principal by 
instalment or in total, and also the habit of saving to this charge, 

fn the same wav loans on prodiU'C pledge with banks have fainiliariw»d the 
small farmer with the credit and methods of hanks and havi^ created another 
security for him. They have developed his staying as well ns selling power 
and educaU»d him in proper credit habits of saving and instalment repay- 
ment without default, 

IV. (Joncreif proposaU — 

1. From the above paragraphs it will he evident that T have considered 
what the present work of each of the^two mam types f»f existing hanks, 
joint-stock and eo-operative, have ronderiHl possible and indicated gonerally 
the lines of development for both. Now follow my loncrete proposals 
regarding the organisation of hanking in India, with a view to sof iire 
harmonious development of the rxiuntry. regulating and rsmirolling activi- 
tiefl of each type and avoiding unhealthy comjietitiun and assigning the 
moat {mitable sphere of work for eac*h type with a super-imposed controlling 
institution above them nil. It is siifififdent to say thal (he* indigenous 
hanker must be ahsorbe^l within other hanking organ iaat ions of the type 
suited to each locality or business, having if found necessary honourahlo 
connexion with it, in management or direction. It is possible that private 
monev-lending might still go on, but if nominal interest alone will lie 
awaraed on such tinprincinlcd or non-liank trauMU'tioii, hv the law courts, 
private money-lending will lose its charm and funds will he diverted to 
safe institutions. Elimination of these transactions will be rapid and 
effeoiive. The indigenous banker as guarantor of accommodation credit 
to joint-stock banks has proved an evil. He must do this work under 
regnlatioii and on sound principles having regard to the creflit-worthiness 
of ihe principal debtors claiming only brokerages for guaranteeing advances 
by banks to the trade. 

2* Agriciiltare and allied subsidiary industries must he financed by 
eo-operattve rural primary societies or through them. Every legiiima^ 
need of oommunity — ^whether for productive agricultural work, for 
redempikm, impiioveineni and eviration of land, for imptfpremmi of 
hnpletimiti for manuring^ for drainage and lor protective irrigation work^ 
or for won fur non-prodnetive purpose like expenses incurred on coromoni^ 
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And festival occasions, — nrnst be met with only by the village primary society, 
regard being had only to the credit ability of the party. Co-operatkm 
means the ultimate absorption of every member of the society within ita 
fold, and the thriftless and the extravagant that suffer should be brought 
under its corrective influence. There ought to be granaries and goddHiia 
built in villages by investment of I’eserves, and the former may thus be 
met at the nearest point from where his crop is moved and his needs satisfl^ 
in regard to these short-term purposes. TTie new loan and sale societies 
cannot reach the farmer except by work of this sort through the village 
primary. Tlie village primary society will improve its turnover and use- 
fulness" and will create the valuable security for its advances, and proper 
credit habit will also he developed. The farmer^s sumlus will be mobilised 
to form a deposit in kind, a security of value. The loan and sale societieB 
will reach the farmer usefully and most expeditiously through the village 
primary. Regarding village crafts, the artisans should be trained and 
enabled to improve their tools and plant. Improved agricultural imple- 
ments, building materials, etc., turned out by them should be supplied for 
use to the members of the rural primary societies. Market-gardening, 
fruit-culture, dairy and poultry farming, seed growing, cattle breeding, 
and manure making are some of the special items of work wihch a coinbina^ 
toin of village primaries can provide for, through the loan and sale societj". 
A good deal can be done by these societies providing for employment of 
labour in the off-season, by investing resources and surpluses in improve- 
ment of transport and irrigation facilities, roads and canals, and planta- 
tions of fruit trees and firewood on suitable waste lands. It is now almost 
a settled fact that for long-term purposes, viz., the redemption of land 
and indebtedness thereon, a separate financing agency should be brought 
into existence and that the same should be done so early as possible. The 
primary society with its shoi't-terin depo.sitK and resources .should he prohibited 
from having anything to do with long-term transactions except as an 
agent of the long-term financing institution. It is necessary that the 
operation of long-term financing should be as widespread as pos-sihle and 
not confined to localities. Land revenue is the mainstay of both the Govern- 
ment and the people and it is therefore nothing strange that a lx)ld scheme 
of widespread redemption of land mortgage, and land improvement is 
asked for. It is equally plain that in the absence of better security or 
better banking facilities available to the landowners, land has in the past 
l>e©n resorted to as the only acceptable security available, so as to have 
led to the pre.sent heavy indebtedness on the land. The mortgager can 
hardly afford to pay the high rate of interest he is subject to from the 
net surplus of his production. To release, therefore, the farmer from his 
security has become common. To felease, therefoi'e. the farmer from his 
present burden and to enable him to produce more, should be the most 
important object of the present enquiry. Rules should be framed to prevent 
the prevalent habit of renewing old debts. While it is possible for Govern- 
ment to l)oriT>w large sums for public purposes, repayable after a long 
time at a lower rate of interest than for short term, it is not difficult to 
secure the same rasults for land redemption, provided the Government .comes 
forward offering a helping hand at least by way of guaranteeing a reasonable 
rate of interest to the investers. Plenty of resources are available. Trust 
funds, provident funds, insurance funds and such other funds as are not 
required for immediate use may be drawn into under promising conditions. 

The store movement has not taken root in the country. The rural 
community has been completely ignored in this aspect. It is lamentably 
noteworthy that the co-operative producers in one area sell without organiza- 
tion to middlemen buyers their produce, and that in another area the 
co-operative consumers buy it for consumption from middlemen distributota. 
C^miot the consumers do for themselves what the private middlemei^^ do 
by studying their needs and requirements? The example of the 
and Scottish wholesale societies may be followed. It may be said^wa^ 
what one set of producers turn out is not exactly what another seft of 
consumers require. This could not be remedied until production and 
consumption are both organized and financed on a oo-operative basis 
throughout. Further elaboration on these points belongs strictly to co- 
operative reorganization. Reference, however, had to he made to f^e 
question, for the reason, that every need of rural community that 
gives the middlemen and usurers a ch^ce for deflectmg them, keeps them 
off from the banking movement. Banking can thrive only when its uientele 



af« trained to lo<« fbrwd to it for all their crecKt itail re«M^. If 
the bank could lueet At teasi half way and satisfy the reasonable naeda 
^ of ^tta enstomer, then it will be time for us to expect the dlaappea ranee 
dtaioyAHy on the customer’s part. 

To sum up, therelori*. the citHlit ue^nls t»f the rural coiumuiuly luu.st lie 
met with by II ideepread ostahlidiinent of rural sotueties, which must aim 
jit improving their prci^nctive capacity, their credit ability, their selling 
and buying power, as agents of loan and sale societies and stores, their 
staying power, and generally a rural reconstruction. Needless to say, that 
t^ey must employ the most talented and loyal among them for the work, 
absorbing as far as possible all middlemen who are now called by the 
<H>-o|>enUors ** J*ilnslte^ '* and “ Usurers/' ('n-optiou as u iiieaiiK 0l 

strengtheiung the man-pnwei of these societies must lie freely and largely 
resorted to. 

.‘h Equally important is the tixing up the position of the urban hank 
in the uriian area, in the ailvnucement of the hanking movement. The 
leiKiired ami ii<*alth\ pnitc'^sion ol the town have so far UhI the imivement. 
The groii th ot co-operation m urban area is rapnl and enisturaging. Mv 
experience warrants the l»elit*f. that the urban co-operative movement has 
gained ni strength ainl popularity and u ill he soon able* to do for India 
#hat the people’s hanks in Germany and Italy have done for commerce, 
industn and agniultnic Several ol the urban hanks are suiplUNing or 
at least self-supporting. But for want of proiier gnidaius* they should 
to-day have been found to emhra<‘e cfimmerce ana industry in India. They 
have, no doubt, to fac<‘ the competition of the Im|)eria1 Bank and other 
joint st<K‘k hanks, that draw away the funds which might otherwise go 
to them. Iroin trusts. endowmoniK. kw'al iMKlies, and from commerce. The 
relationship hetwm»n th<*s<» institutions should Ih^ on a co-operntivo rather 
than <*ompel itive basis. 

Urban co-operative hanks ought to deal in financing trade and commerce 
in urban areas through their own trade agencies, viz., the loan and sale 
SfK’ieties, purchase and store societies or through middletmm traders and 
must he lie<* from eoinpi'til ion hv indigenous joint stm*k and lnijH»nal hanks. 
Oiu* main i<*ason us lo wh.i these urhan hanks should 1 h* developcHl on 
this prii ileged hasi.s is, that while the,v have l>oen perceptibly able to oonirot 
the market rate of interest. I he other institutions have not he<m and will 
not Ik* able to do so. The joint stcK'k and the Imperial Hank in their 
anxiety for better seeuiiti. make use of a middleman guarantor, who cannot 
he controlled and uliose motives are not of the phiianthropjc type. In the 
case of urhan hanks this difficulty is largely mininiiHod as |>ersonaI ft4H*iiritv 
and co-oi)erat3ve cuHlit are largely rtdical upon by them and are as such 
able to n|r|>oal to the imagination of their customers. Besides, the iirhaii 
hanks liave the advantage of close supervision and knowledge of men and 
their means It is lUH'essnrv that the 1in]>erial and the joint stoc'k hanks 
should he trained to look forward to the semirity ot the urhan hanks and 
be mjide willing to reiliscsuint such credit pni>ers as have lieen aceopterl 
b.v them for advan<*es made in the first instance. In my opinion this ap|)ears 
to bf the most effective and important methods of ker*piiig off competition 
among them. There is great scope for rediscount work. The hank rate hair 
not been able to check spcH iilatioii. Exj>erience elsewhere tends to demon* 
strnte the same That the hank rate has no connfH’tion with the rate in 
the trade market in India, under the present systcmi. calls for condemnation 
and the Kiilmtittitioti of the co-operative agency that deals at raUw fixed 
‘eaci'e**iu)ndfng at least to the rates offered for deposits. With the resotircefi 
the co-operative urhan hank augmented by methods referred to above 
are hound lf» come ilown rapidly. To the extent to which cost of 
W^Httetion and distribution of rx>nsiimahle goods is rediu*ed the community 
This l>enr'fit to the community at large is more important 
f compeiiiion among Imnking institutions for ends other 

national gi-owth and national consolidation and prosperity. Financing 
arHliansfcry in urhan area i.s a special kind of work involving scientific 
and icfnntcal knoadedge. Like redemption of lands and land mortgagCMi 
these are of a long-term nature and require special provision for long-term 
urban bank. The small indiitiries, imeh as factorlea and 
woflMop. all CIVIC and social welfare schemes like drainage, power pn>- 
doctiqil^ and distnbation, waterworks, urban transport, fi^otiae bnUdnig, 
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mentt m^eiition filaces like i*eaamg i-ooitis, mnimm, mnemML > 

liad tt]»ort* club and in fact every need of urf>an and civic 1^ bf 

met with finance provided by urban banks. In stating aQ Ikw## 
not forgetful of the need, for providing the necessary' man^poweg fk thv 
. urban banks that have to shoulder these onerous responsibilities. ColulraM|at 
l»eople must, no doubt, lx? enlisted in large nunil>ers in their inaitigem^t. 

^ louring the services of efficient officials trained from among the ^ 

4 itudents with cooperative ideals as opposed to competitive, must be 
Professional hankers inter(\sted in advancing the co-operative ideal as 
the competitive, should he asscK'iaied in the management. Leisure dlm|i 
not be made the sole criterion or qualification for shouldering the respetliiPm 
Jbusiness of an urban bank. Knowledge, experience, grit, grasp of tdgwa 
'^nd details, are noco-ssary in a great measure and .should lie aimed " 
Polic*.v and ptxipagunda, foresight, uidco* vision, idealism, cun l>e lound 
in men of culture and they are also necessary. Men of wealth, inflite^^ 

“lind profes.sional skill are also reciuired. in working these hanks. 

; ' 1 . 

^ Conclvnion . — T have attempted to set out in a general manner the ideas 
that should influence any scheme of re>organization of the banking moira* 
ment in the country, u subject whieli is so wide and .so important. 1 cannot 
help mentioning that tlie usefulness of the results ol the enquiry dejunuK 
mainly upon the outlook and line of vi.sion from which the .same is pursued. 
The enquiry should aim at purely the economic uplift of the counti*>' and 
the nation as a whole, di.ssociated from politics and political influences. 
Means and methods of diverting the inland resources for national use 
and national Jirospcjrity must lie the motive for(*i‘, rather than the strengthen- 
ing of the fetters on the country hy any inflow ot extraneous capital. 
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Written •videnee of the Kettukottei Negerethere* 
Aeeoeletion^ Madne. 


batikiny. — The term 'iuUigenous Batikmg' lihould Iw uiideieto^ 

„ mean that bystciii ot hanking which nas ^>eeii in existence in India, troui 
out ot mind, and which hob not been much affwtcKl by ibs impact with 
w'esi. ‘ Indigenous banking ’ has veiy often been oonfouiided w’ith 
^^#eiet-stock banks * incorporated in India mainly with Indian aharehold* 

, These are not indigcnuu.s but purely exotic and have gi*«wii during 

last lew years. Joint-stoik banks aiv incHlellcHl on Kuropeaii banking 
'^aetices. The term ‘ Indigenous Ihinkiiig ’ should Ik* confined to the opeau* 
of the Mahajans, Murwari baiikei's. Shroffs, the Multanis and tiMi 
JSnttukottai Chettiyars. These hunkers have lKH>n i>et’forming a very uac^fnt 
\nwd indeed indispensable t unction in the growth and devetopuioiit of 
, .agricultural operations. 

The indigenous bunker in India tills a very im|,>orlant placx) in the 
economic life of India and a proper understanding ol the same is eat»eutial 
iKjloro tormuluting schemes tor improving banking facilitit*s. One of the 
iiiaiii reasons why the indigenous banker fills so impuriaiit a plaix^ is to 
found in the variety of his work and the elasticity of his inethocU. He 
lends inoiu'y for short us woit as long periods. He tinaiU'es the industrialist, 
the agriculturist and the retail and wholesale trader. He also acts as agent 
lor the transmission of moneys. It may Ik* icmurktH) that the work done by 
several kinds ot banks, — commercial, iiidnstriai, investment and eo-operative 
— in advanced indiistriu] <s)Ufitries is discharged to a very great extent liy 
tile indigenous banker ol one kind or another in India. 


Ih'fore an impartial estimate is reached of the character of indigenoiiH 
banking in India, a study ot the social and <*coi)omic organisations of tho 
country is iicces,sary. McKleni joint-stock bunking is helpless in the inattor 
ot making direct provision for ounking facilities to a po[)ulatiou vast in 
its magnitude and agricultural in nature, ninety per <‘eiit of whom live in 
villages most ot which could l)c rcaclu'd only by trucks aliicli arc not tit 
enough for wticeled traffic lor many months during the year. TI10.HO who 
form unfavourable estimates ol indigenous banking do not pay ackHfUato 
attention to the various factors that really go to tho root of the matter. 


The villagers who are among the clients <»f the hankers as a class have 
no tradition ol saving wealth. The unwi-tuinty ot monsooiis makes life in 
the village a gamble. Jlesides, the villager has never hemi trained to a 
sense of limiting his e.xpenditure 111 propoilion to his income and iniuimiH- 
ing tho encroaehment on his c'upitul and to the need for regularity and 
proniptiit*s.s in the mutter ot meeting liis financial ohligatioiiH. rural 

IK^ulation have no ixjudy marketable yroperty to offer as security on wdiicli 
«lon©^ joint-stock hanks 1 uiictioning in places other than cities lend. Kiiico, 
UeW©vt?r, there is an insistent neetl lor financ’O for both short and long |H*riods, 
indigenous banker iiuK^ts the need and shoulders tiie risks on terms wdiicii 
'vxky 1)0 considered oiierou.s with reference Uj the nites that are charged in 
firban centres to busincssinoii. the breath of adiose life ('onsists in a prompt 
meeting of their financial ohligations. it would l>e hardly fair to blame 
the hanker who provides finance under conditioas wdiich are not of Jiis crea- 
Hon wdtiiout the critic's taking at tho same time ad€$quate sie[is tow^urda the 
10 ration of the social and economic cKUiditions of tho villagera which 
^^l^%eoch as to make the resort to tho indigenous banker a cximpelling necos- 
gdm; There is an iiiadec|uaie appraciatioii by either tho cultivator or lender 
source from which the fiorrower has to moot his demands. 

problem that rc pi ires to be explored is w'hether the involution of 
in India does not ref|uire to l>e founded on an adequate recognition 
really useful part played by the indigenous banker. TIio cTois to 
be belongs may l>e said yet to possess the hulk of the floating capital 
of country. His banking methods and practices have behind thorn the 
Sanction of the experience of centuries. His sobriety, probity and ohrewdiieoa 
afll^aasets which any scheme for the organ iisation of banking fadlitiee in 
India , will do well to take into ai'cotini. The queation, therefore, arises 
to whgt^ai^ they should play in the fnture of India bankings ^ 



Tlie bnly bx&tltMS source eomo to the relief of tko eicrnnitturit^ ^ 

^i) the Government operating under the Agricultural lioaus^Ae^ attd 
Land Improvement Loann Act; 

(ii) co-o^ratire credits societies ; 

(lit) indigenous bunkers. 

The assistance derived by the r^'ots from tlie Government under t|ies«^ 
two Acts is very little and the want ol laciiities and the elaborate machiliefy 
that has to be set in motion make the agricultural population not to resort' 
to Government aid. Even aftei' the operation of the co-operative societies 
tor over a quarter of a centur>’, and w^ith all tiie laciiities and propagan^u 
in their favour, the>' have }>een unable to extend their operations boyo^ 
a tenth of the needs ol the rural population. Jt is the indigenous banker 
that has )>een able to function as a banker to tlie rural population. 

We propose to coniino our attention to the Nattukotiai Chettiyar class 
of bankei*H and money-lenders who form the chief indigenous hanking 
community in South India. The entire class of Nattukottai Chettiyars are 
from the Ramiiad district and Pudukkotta State. Their business operations 
ju Tamil districts in South India extended to every taluk and village. They 
have been lending to agriculturists for payment ol their kists (a vei-y impoi't- 
ant item of lending), for domestic expenses such as marriage, etc., for buying 
lands and also to merchants and traclers. The major portion of their lending 
is without .security ol either movables or immovables. The loans on the 
security of movable and immovable properties (such as jewels, houses and 
goods^ etc.) form a very small proportion of ‘ their total outturn. Hence 
this class of business is attendant with some risk with chances of heavy liad 
debts. They have been tHiiidueting their businesses ior several centuries 
past on certain well-i-ecognized principles and methods. The tact that they 
have bet*n able to do extensive banking business in vuj jous places in Madras 
Presidency and in the ('ity of Madras, the whole of Burma, Ceylon, the 
whole of the Malay Peninsnla, Indo-Chiua and in parts of Sumatra, et<’., 
alfoifls ample jiroot that their methods have stoml the test of time and been 
directed on right principle. They have had a high reputation lor honesty 
and kindliness to borrowers and what is moiv put uj) with equanimity big 
losses resulting by way of bad debts, a very essential test of business capacity. 

'Phe system by which they carry on their business is to employ agents 
at the several plat*es ol business, the proprietors or partners oi the firm 
residing mostly in their pennanent place ot busines-s in the Ramnad district 
or the Pudukkotta State. In some instan(»es, the proprietors themselves 
conduct the businesses. The proprietors or partners keep in touch with the 
business activities in the various places by almost daily correspondence 
between themselves and their agents. 

The agents and the other clerks and accountants are reciuitod lor definite 
periods generally for three years on fixed salaries, all expenses such as 
boardi^, lodging and other personal expenses incurred by the staff being 
borne tJy the firm. The system of p^ung bonuses dependent on the profits 
of l>oth to tlie agent and to the other^members of the staff was always being 
adopted and oftentimes the payment of bonus is also made dependent upon 
.the agents and clerks returning to the business after some interval of 
holidays. The staff is educated in bunk inn and money-lending by a very 
long appi'enticeship and training from boyhood. Promotion is from grade 
to grade in the service at'cordiug to capacity. 

The agents and the staff live in the place of business among the borrowers 
and become closely acquainted and are in constant touch with the piivato 
life of the borrowers. They are therefore able to lend to persons withdll;l ' 
security taking chances in the gambling of human nature and the accid^m 
of life. They grant easy conditions, lend at any time of the day witheui 
i*eference to hours of business. Everything is done quickly so that there ^ 
no dhlay between the application and the grant of the loan.* They also collet 
the moneys fix>iu tlieir customers according to their couvenienoes but d%e^ 
insist on the prompt and punctual payment on the due dates as the 
Hence there is a considerable place lor the play of the human and pera^ow 
element in the Nattukottai CnettiyArs’ transactions with their clients. ’ 

In this connexion, the observations made by Mr. M. M. Gubbay^ o.8.|., 
(now the General Manager of the P. & 0. Banking Corporation, 
and late Controller of Currency and Financial Secretaiy to the %grerm- 



ta«|L£ of IndiM), n^artliag thi^ Xattukottai C'Uettiyar& iu a pajier read hy ^ 
him at the Bojal Society ol Artv, Loudon, ai'o noteworthy. Ho aaya ^aa 
loiiowti ; — 

“ A special tyiR‘ ^cit indigenous huiikersi is that of the Chetti ixiiit* 
munity in Madras. It is known that in nian;^ cases, ac't'ouuts can Ihi 
maintained with these Indian hunkei's on which oporntions hy chi'qucM 
are permissible and that fiiiids lie with these iMiiikers on time deposits at 
rates much aliove those which are uvailahle fixnn the banks. L scr> no risiM^n 
to doubt the commonly at'i'epted view that l^Ui Ihhuum' thesi^ piivato 
bankers can affoix) to pay attract ivo rates ol interi^t a.s widl as iksniuso 
their requirements as to security are less rigid, their participation in the 
financial life of the community, as a whole, must l>e on a very extonsivo 
scale. Further, tliey are in intimate <laily tou<h with t^)use with whom they 
transact business and can follow iiie doing.s of tlieir I'licnts with a cloHonei^ 
which is denied to the banks. There mii.st Ik? uci-Mimulated with (h«?si pii«^ 
vate bankers a store of kuowl^lge and experience of the standing, moial 
as well as Bnancial, and capacity of individual Indian trudei's and liulian 
trading firms, their business connexions aiul relations on nhich, if I ally 
organised and sytematized might possibly ipiito suitably rest an cv|niu» 
sion of credit facilities Irom the banks/' 


Tho Committee appointed by the Government ot the Federated Mala> 
States ill Kuala Lumpur observed about Xattiikottai (hettiyars’ banking 
in their repoil in connexion with the failure of the sclionu' ut Govern- 
ment loans for purely agricultural bnsiiu^ss as follows r — “These people liaAO 
an apparently inexhavistiblo rapital ; ilieir sole reason for existing i.s to 
borrow and lend nioney ; they are mild and gentle in disposition; anvong 
Europeans and Asiatics they l»ear a good nanii' lor honesty and c\eii lor 
kindliness to borrowers. It is a well-known lact that whore those money 
lenders know' a Malay ol gootl standing tliev often lend him nioio’v mcrcl.N 
on a note of hand with no security at all. As they have been bankers 
for centuries they know their business. Xo Government fund <an hope to 
compete with them except to a very restricted extent. They livt' oi then- 
agents live amongst their borrow'ers and can lay a finger on the jHii^e ol 
any man's business should they care to lay it. They an* men oi Ihismk^h, 
not a Government Department, and they know tboir business as p»otcs- 
siouals and not as amateurs.” In Doemnber 1929 the public ol UangiMin 
in their address prcseutiHl to tin* Hoii’ble Raja Sir Aiinamalai Clieitiyar 
of Chettinad referrcxl to tin* jiart jiliiyed liv the Cliettiyars in tho grow.Ui 
and development of agriculture and trane in Rurma in the lollowing 
terms : — 

None can realize better than the people ot this Province the pari 
which Cliettiyars have silently played in tln^ develo))ment ol agrienttan^ 
an'd business and it is a tribute to the iiprigiit sysU*m of ('bottiyar bank- 
ing and money-lending that no other .system of finanms lias yet lK*t*u ciolveil 
which is capable of giving to agriculture and business in this Pjoviiico 
the impetus and stability which Cliettiyars have achieved.” 

Kinds of irunsactious. — The Chettiyar firms allow drafts to be drawn 
upon them by their constituents by means of bundis,— dharsanai hiindis 
Ol ^huiidi.s payable at sight and nadappu hiindis or biindis pa>- ^ 
able* at sight w’ith interest at the nadappu rate from the date of 
issue to the date ol presentation. Hamples of such hundis are ernlosed for 
reference. They discount hundis of traders and thus hel[> internal 
trade. They undertake the tiaiismissioii of moneys from one place 
to another Ijoth in South India, Burma and Ceylon, Malay Peiun- 
anla, Indo-China and other places. They aid rice niiUowners, <otton- 
glnnmg factories and other cottage industries !>y granting loans. They 
also l^d on the security and mortgage of gornis and iiimiovalile pniperties 
but this has l>een declining very much in ri'ceiit times owing to the com- 
petition of joint stock banks which mainly lend on securities of goods and 
^ produce. 

H^sources , — The resources of tlie ^'attukottai Chettiyars for lending 
^ addition to their own capital consist mainly of deposits re<*eired from 
oum relations and friends — lumbers of their own commiml^ m 
itself. These are known as ^ Thanadumaral ’ deposits. THose 
WMiSm carrying on business in cities and urban areas had been in 

reoeiving deposits and attracting considerable sums sdmniiliiev 



exiending even to largo sums of over a lakh or lakhs from iadivi^hnl d^* 
poaitom Tprivate persons) and wore thus serving as an agency tor foster* 
ing tho nahit of hanking and thrift and making several lakhs of rupees 
availahio for development of country’s needs. 


Tho doiKwits made by tho public in Nattukottai Chetti fii*nis are not 
payable after fixed periods except in a few instance. There has f»e<m 
a great elasticity of demand by and repayment to the depositors. The 
normal rules obtaining in public banks of keeping a propoHioii of depo- 
idts in fluid resources in cash or in forms readily convertible into cash 
violding little or no interest on such funds not been adopted by the 

JCmUukottai Chettis. So long as their debtors were keeping up their 
credit the Chettiyars experienced no difficulty in their meeting the obli- 
gations of their dopositoi's, but when the borrowers liecame experts in 
"delaying and defeating the Chettiyar firms and prolonging the litigation 
Jin eoui-ts or liecome adjudged imnkrupts after they secrete their proper- 
ties, the Chettiyars had lx»gun to exporienct' difficulty in meeting their 
obligations and in si>eedily realizing their dues in courts. The public 
banks were slow in acc^oniinodating tnem. Hence Chettiyar ftiins returnetl 
their deposit amounts to the depositors and now mainly do their business 
c^rations with their own resources. Thus one of the im|K)rtant agencies 
for pooling the resourc*es which otherwise were not useful to the public 
have ceased to function in that lino. 


Interest . — The Chottiyais adopt a cuireiit rate of interest analogous 
to the Imperial Bank rate and fix it month after month, in a lueetil^ 
ot the Nattukottai Chettiyar husinessineii in the City of Madras. Tho ra^i^ 
so determined at such meetings practically govern the current rates M 
interest in their operations throughout South India. The dealings betwee6« 
Chettiyars Uiciuselves are governed on tho basis ot this nndappu or ci(flf- 
lent rate. The rate varies from 6 to 12 per cent jier annum in accorrlanCXS 
with tho demand ot the money market. The rate of interest paid on thOfiHft 
deposits is generally the nadajipu rate, i.e., I>otwe(*n H to 9 per cent pm* 
unnuia. The Chettiyar bankers also borroa Ironi the Imperial Bank and 
the Indian Bunk. The average rates of borrowing vaiy from 8 to 10 
II per cent per utinuin. The imperial Bank charges one jier emit pCT*'' 
unnuni. TJie Indian Bunk charges two per cent per annum over the Iniperjal^ 
Bank rate. Sueli loans are generally granted on the security ol promissory^ 
notes w’ith joint signatures of apjirovcMl parties. As for tlie exchange^ 
lianks in Madras they do not lend to the Chettiyars exeepting the P. A* 5* 
Bank and that too to a small extent only. The C’hettiynr haiiKera 
pay a higher rat^ of interest to the hanks than the Multanis who borrow 
Iroiii the hanks at bank rate only. The rates at which the C’hettiyar 
hunkers lend in South India vary between 15 and 18 per cent on loans 
without securities, 18 per cent per annum being generally charged only 
on sinaiier sums. 


The overhead charges ^establishment, iK^nns. etc..) have to be met out 
of this marginal interest. Besides tho real rate ol interest which other 
hanks (co-operative banks or joint stock bank.s like the Indian Bank) are 
tiliarging and the conditions imposed by such banks on the borrcnvei^s do 
not become part of the common knowledge of the public. The joint stock 
banks also charge between 10 and 12 |>er c*eiit and lend only on ?>ecurUie8 
or on joint signatures of approved pai*ties., Few* borrowers alone wnlf be 
in a position to got sureties or securities of propei*ties. If such securities 
are ottered, indigenous bankers also charge Jowor rates of interest. The 
public banks value the pioi>erty ovei*strictly, generally I'efuse extension 
of time to repay and insist upon the iiayinent ot interest every quarter in 
tho case of ordinar>^ loans, monthly interest in the cose of overdraft deb^ 
Mid in Uie ease of hundis take interest in advance on the date of loans. 
The indigenous banker as above jpointed out most often grants loans with- 
out securities and without sureties, and agricultural borrowers pay iiiter- 
bM <ni1y at intervals of a year to the indigenous bankers. Having regard 
to the attendant risk, 12 to 15 per cent per annum on ordinary loans of 
heavy sums and 15 to 18 per cent per annum on petty loans must be 
considered reasonable. w ^ 

In this connexion, it is woi*th while noting that landlords lendii 
agriculturists in their own villages Imid at about 15 per cent 
DT a rate in kind or produce which may work to 18 per cent 
Th# landlords have no overhead charges while the Ghettmr 
to employ agents and assistants and pay their salary givi|l|^ 
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koard^g imd lodging, etc., in addition. The eotaUHAlimeni diargea of the 
CJhfttiyai^ hanks is riiii on most economical lines and naturally therefore 
the expenses are within limits. 

Even in the case of the co-operatire societies which apparently lend 
at the rate of 9 3/8 per cent per annum to the agriculturists (rural popu- 
lation) the real and effective rate of interest actually paid hy the ryota 
ifr 12| per rent or 18| per cent per annum. In connexion with tlie <* 0 - 
operative societies, the following facts must he borne in mind, to <‘orixH*tly 
estimate the a^ork done !>y the indigenous lumkei-s. 

Further the funds at the dis^iosa] of the co-operative societies are IHoat- 
<»d. They have to get their resourees only from central hanks. If 
moneys are neecled for lending, an elalwrate pitK*ess of amending the 

hy-laws and getting the sanction of the department and tlio c*nir.il hank 

!»• necesKar 3 \ There are incidental delays to the extent of over 11 vear In 

having the sanetioii of the department as well as of the contra! hank* 

A limit is also imposed on the horrowing capacitv of individual memlHis. 
generally the maximum amount of loan that can Ih' granUnl to individuals 
iv <nily Rs. 800. The resour(*es of the <H>-opi*rntive societies <lo not irnnH, 
a fraction of the demands of the rural population. Thei'O is therefoi*e a 
general complaint on ilie part of the ImrroMers that the co-operatiT** 
s(K*ie.ties do not meet their demands. 


Co-operative smiet ies are generally organieed and manage<l hv a few 
interi*^ted jierson.s who neither have the re<|iiisite business training nor 
real outlook to the needs of the rural borrowers. Tin* persons 

-l« <-harge of the rural co-omu‘ative s<K*ieties almoKi always a<*1 

tifi personal and private motives in granting loans. Moreover, 

the persons in charge of these s«K*ieties are only honorary w'orkiu^s without 

t«nl business habits. In almost all rural soeieties, the persons who run 
^e societies are themselves the liorrow’ers and habitual defaulters in pay- 
of their dues to the hanks wdiieli they are supposed to Mmnuge. 
Tiiey always jiay penal interest. It is natural to expcMt leniency in lend- 
ing and no timely pressure is made for repaymcuii of loans. 1'his fact 
‘Ijipuplcd with the condition of the borrowers, drives the soeieties to levy 
fl^al interest at the rate ol 2 pit^s |H*r riip<H» per month (12j per cent per 
atinuin) to caste siM'ieties and at the rate of 3 pies per rupei' |>er riionsein 
(133 null per annum) lo deprc«<sed classes societies, 

^ The Government do<^s considerable propaganda work for the co-operative 
4 »oieties. An elahorate and costly department (the cost of which is borne 
4>y the general tax-payer) is provided for their audit and inspiH*ljon. If 
co-operative societies take mortgages from debtors, no expense is involvtsl 
as in the case of an ordinary money-lender. Tlie Registration otii<*e« do 
not charge for the granting of encumbrance certificate or for the regis- 
tration of documents. They are also exempt from paying stam|) duty and 
income-tax. The Act also enables them to obtain dcvrec^ W'itho'it aiiv 
expenditure throiigli Arbitration (\>urts. Th<» ex<»cuiion of deeret*s is done 
mainly by the Revenue Courts. The co-operative sexieties are not atfecti'd 
hv the Tnsolv'oncv Act. as there ls the joint and several responsibility to 
the full extent of the indebtedness by all the monilxos and the debts conld 
Is* recovered from co-obligers. 


The w'orking of the co-operative inovoment from 1.904 to 1930 with the 
indigenous banker functioning side hy side with the cwvoporative sr>cietief» 
in increased numbers as years pass hy shows the necessity of the itidigonons 
hanker. The indigenous banker has now’ to M»rve tlie direc’t needs of the 
villagers and also to enable them to repay the loans borrowed from the 
co-operative soeietic's. If the c'o-ofmrative movement is to lie self-contained 
without the aid of the Government and without d«T>ending on IIhj genera^ 
tax-payer, the ordinary interest and the penal interest that they nil 
to charge would lie much higher than 9 3/8 per cent, 121 per <*t*nt <ir 
18f per cent per annum. 


From the above fac**^ the work done hy the indigenous banker is seen 
in its true proportion a-Sid perspective. It is also clear that the agricul-^ 
turista will suffer if the services of the indigenous hankers are not made ^ 
a]^flable to them. Far from looking down upon the activities of tha' 
IHtlMqiia Ymnker with prejndioe, tiie true well-wishers of the r>'ots ahou^ 
*nd means to improve the faeilities available to the inffifoniJl 
that they might eontinoe to d4> the useful work of ftnimiitiKlHl 
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Difficuliiei in recovery, — On account of the debtors getting the aid of 
law courts for delaying and defeating the creditors both in insolTency<4^ai<d 
civil courts, the rate of interest being decreased on filing suits in courts 
from the contract rate to 6 per cent per annum (Uie court rat© of interest) 
and the difl&culti^ attending the realiaation of the amounts in execution 
of decrees, a habit has grown in Coimbatore of providing in the loan docu- 
ment higher rates of interest than is aotiiaHy intended to bo recovered 
from the debtors to cover possible losses in the event of the debtor resort- 
ing to tac*tics to delay realization. 

In the case of loans on securities of land and house pn>pertie>, if 
the borrowers do not pay, the creditor has necessarily to resort to law 
courts. The system of laws obtaining in British India in regard to immov- 
able propertifwi and mortgages enable numerous defences being put forward. 
Title to immovable j)roi>erties though standing in the nam^ of the l>orrowers. 
is in many cases not clear. Ennnent lawyei's are unable to advise on 
title in many cases. 

Tn recent years, owing to various causes and the absence of industrial 
and manufacturing activitic*s in South India, the borrowers have last their 
little sense of punctuality and dcsii^ to pay the debts and meet their 
obligations on the due dates. The ahsence of facilities for borrowers to 
make their living in the event of fnihire of hnsincss in the ^'asc of hiisi- 
nossnien or the loss of property in the case of agriculturists and the inherent 
human weakness to (•hit<*h at some means of living make the debtors adopt 
nil (lovicc'.s for delaying and cheating the creditors through the instrumen- 
tality of insolvency and civil csnirts. The laws obtaining in British India 
help the debtors very much in thwarting thmr creditors. The difficultiV'S 
nro cnhaiK'cd owing to the courts not having an adequate business sense 
and not. having a knowledge of the real conditions of the hankers’ husniesjj. 

There is a general inipreN,sion that the f’ljottivar hanker draws a large 
amount of money from the hanks and from the public and lends sticb moneys 
to his clients at high rates of intere.st. Tlie fact however' remains that 
the capital that the Chettiynr hankers liring into their hnsines.s in India 
and Burma on the whole is mnnv times more than the amount which they 
get hy way of loan.s from the ioint stock hanks and of deposits from the 
public. As stated above, tliey have more or less ceastnl to take deposits 
from the public nt any rate in this Presidency. Tlu* joint stock banks 
on the other hand gtd deposits from about ft to 10 times their capital and 
that nt considerably cheaper rates of interest. 

A kind of prejudice has thus pervaded the atmosphere that the indigenous 
hanker has been feeding fat upon the horrowei*s ; hut the real ha.si.s of their 
business, the rate of their horrowing.s (average rate of 10 per cent per 
annum), they could not ])ossil>ly lend nt less than the above rates. 

The natural inclination of the Chettivars is to do hnsiness and near their 
. permanent places of business in Tamilnad. The existing forces act con- 
trary to this natural inclination and they undertake the trouble of learn- 
ing foreign languages and doing business in foreign countries and in rpcent 
years have been diverting their capital from South India to foreign countries. 

Jhftervr hnalc, — We desire that a central reserve bank shonld be brought 
into existence. The reserve hank .should give rediscounting facilities not 
only to the joint stock banks luit also to the indigenous bankers. Unless 
this is done, only the fringe of the problem of finance would have been 
touched, for a ver^* large portion of the country’s internal trade is still 
financed hy the indigenous hankers atrd existing facts must be rcxy>gnized. 
Any reasonable stipulation in respect of capital, deposits, stricter regula- 
tion of their business activities, .submitting their accounts to audit, fur- 
nishing balance sheets to deposi lei's and lenders mav he enforced upon 
the" indigenous hankers who desire rediscounting facilities with the reser\’e 
hanks and i-eoeipt of deposits from the public. Verv largo needlo«R fluid 
, resources are ke?>t unutilized in public banks owing to the impossibilitv of 
* relaxing their rules as to loans. In the Madnis Central Urban Bank ^lone, 
during the past few years there hn.s been a sum of over 50 lakhs lying 
in the shape of Government aecurities and over* 10 lakhs in other previili^ 
rial banks as tbe entire deposit amount i^eceived could not be used Up 
in making loans. Yet the deposits could not be returned leat tiH>y ttieuld 
he iwmaneutly lost to the banks. ^ " 
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** desirable in the interests of the general public that a link 

should be established between indigenous bankers and public banks so aa 
to ^able the surplns unutilised moneys of public banks aTailabts to the 
villagers and thus to reach new areas hitherto not touched by ^e banks. 

In this connexion. Sir Basil Blai^ett, while he was Finance Member of 
^e Government of India stated as follows in a speech made by him at 
Delhi : — 

** banking in rural areas is to be developed to tlie extent required, 
it will, I think, have to l>e by the recognition of the indigenous banking 
system, and its adaptation, rather than by its supersession by }oint sto^ 
hn*^ *nanBged on western lines. It would be desirable also if some method 
could l)e found, as, for example, has lieen don© in the American banking 
^t^, for linking up the small rural banks from l>elow with the Imperial 
Bank system from above?” 

A certain class of companies is l>eing floated, freely opening up their 
business in various wntres offering attractive rates to depositors and adver- 
tising that loans will be made freely to Inirrowers. Tlie capital of these 
limited companies is a few thousands of rupees and do not l*enr any kind 
of comparison with the capital of indigenous bankers. 

Stamp on hundis , — The present stamp duty on hundis is excessive and 
stands in the way of the progi^ss of its general adoption. The trade and com- 
merce of the country will be considerably promoted if tlie hundi liecomee 
popular. One ^rtain way of popularising it is by reducing the stamp 
duty to a nominal value. The exemption of stamp on cheques led to an 
increase in the banking operations and to increased deposits. A hill market, 
if built up, will b© of gi*ent help to tlie elasticity of currency in India. 
We hear sometimes the complaint that the Imperial Bank is not in possee- 
sion of sufficient hundis on which they may raise loans from the Paper 
Currency Department during the busy season. The promotion of a hill 
market in India is very e6.sential if the proposed central reserve bank for 
India is to l>e of use to the commcrc^^ and trad© of the country by way 
of providing rediscounting facilities. 

The Government ought to devise means of simplifying the procedure in 
courts and permitting the fluidity of loanable capital. This matter is 
rather urgent as the present procedure of courts locks up the working 
capital of indigenous bankers and makes it unavailable to the agriculturists 
who cannot l>e reached by the joint-stock banks. Compulsory resort to 
summary procedure in respect of the transactions of merchants, bankers 
and traders must 1>© provided for in the Procedure Codes. 

InBolvency , — The successful way in which some debtors conceal their 
properties and then resort to insolvency proceedings and get their dis- 
charges induce other debtors to adopt like means and escape liabilities 
instead of being honest to their creditors. The provision and the work- 
ing of the Insolvency Act require to he made more stringent witli a view 
preventing the resort of the Insolvency Act on flimsy grounds. The Insolvency 
Act must be confined to real eases of bona fide loss and to honest debtors. 

Title to immovahle properties . — The law in British^ India, as it stands 
at present, places considerable ol^itac!© on loan operations on the security 
of immovable properties. The title to immovable properties is^ not clear 
in many cases and even the best of lawyers find it difficult to give definite 
advice on titles. The laws of inheritance, the joint family system, the 
existence of rights in persons other than those in whose names the profNSrties 
stand in public registers and the recognition of henami system of convey- 
ances make it very difficult for any banker, public or individual, to lend 
on the security of immovahle properties. 

The Imperial Bank of India Art has therefore expressly provided Uiat 
** the Imperial Bank shall not make any loan or advance or transact any 
kind of bnsiness upon the security of any immovable property or documents ^ 
of title relating thereto.” 

So long as immovable properties form the chief wealth of the country, 
for the purpose of solving the economic problem both of agriculturists 
and stf tra^rs, greater facilities must be afforded to obtain more easily 
eredit on the security of immovable properties. There must be free aeopa 
^'for put^ases, sales* and mortgages of immovable properties, Tb0 

^ * J44 
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liu>rigage banks can efficiently function only if such facilities are afforded. 
The present system of ascertaining title to immovable properties by deeds 
registered in the registration c^ces is extremely defective and nmsi be 
done away with. It affords ver^ little facility for ascertaining the exact 
liabilities on immovable properties. The existing public registers are im- 
perfect and fall immeasurably short of the service to be rendered by public 
registers. An examination of the documents registered in the registra- 
tion offices did not reveal all the liabilities on immovable properties not 
imposed by and not mentioned in registered documents but yet i»ermitted 
by law. A mortgagee or a purchaser is deemed to have had notice and 
tnerefore bound by them. Tne liabilities though not mentioned in regis- 
tered documents do attach themselves to immovable properties oven though 
a person in good faith takes a transfer of immovable properties by inorU 
gage or sale without any knowledge of such liabilities. For instance, if 
a suit is filed in connexion with an immovable property^ any transaction 
in i^gard to that property will he affected by the doctrine of Jis pendens 
piovided for in section 52 of the Transfer of Property Act. There may 
oe orders and judgments of court operating as a charge on immovable pro- 
perty that will affect transactions relating to such properties; and they 
cannot be traced in registration offices. There mav bo statutory charg^ 
and other rights affecting immovable properties. They do not appeal in 
the abstract of title obtainable in registration offices. Therefore the 
present system of registration is wholly inadequate to meet the needs and 
requirements of transactions relating to immovable properties. It is there- 
fore necjessary to devise proper remedies as far as may be to overcome the 
existing defects. Ways and means have also to be adopted to supple- 
ment the existing system so as to afford reasonable safety to imrsons having 
transactions relating to immovable properties. The functions of the Regis- 
tration department must he enlarged so that all charges and liabilities 
affecting immovable properties which are now un ascertain able by obtain- 
ing encumbrance certificates and copies of documents from registratim 
offices may also appear in the registration books. In the case of properties 
which may be affected by Vis pendens^ it must he provided that if a memo- 
randum of the existence of such a suit is not left with the Registrar and 
entered in the registration books open to search by the public, the property 
ought not to be affected by lis pendens. Similarly, judgments and orders 
imposing a charge should not also have operation unless n memorandum 
thereof is left with the Registrar and registered. The registers must 1*6 
kept in a central place in each district so as to afford every convenience 
and facility for search and inspection by the public on payment of a fee. 
The present system of obtaining encumbrance certificates without the 
public having an opportunity to look into the books themselves must be 
altered. 

If the law regarding the title to immovable properties and to transfers 
of the same either by way of leases, mortgagas or sales is approximated to 
the system obtaining in Australia and adojjted in the Federated Malay 
States, and in certain other newly developed colonies, it will be in the 
interests of the material progress and improvement of trade conditions* and 
banking facilities in this country. The present system of title places great 
imp^iments in obtaining advances and banking credit on immovable pro- 
perties. If the law is altered as above suggested, the only proprietor who 
will he recognised in law will he the person in whose name the title stands 
in the public register. A certificate or document of title can be issued by 
a special officer noting therein the name of the proprietor, the encum- 
brances, if any, uynm the pi-operty, the discharge of encumbrances, aliena- 
tions in respect of tlie said property thus giving in a sheet of paper all 
particulars I'egarding the properties doing away with the necessity of 
obtaining encumbrance certificates. The discharge of encumbrances must 
be ^ade compulsorily registrable. The conditions regarding the execu- 
tants personally appearing before the Registrars of Assurances for registra- 
tion of the documents may be relaxed. Provision may be made if 

such a document be attested by a Honorary Magistrate or Notary Public, 
the same may be allowed to be registered by the registering officer. The 
title of the registered proprietor must be made indefeasible except in cases 
of fraud and misrepresentation to which the proprietor is proved to be a 
party. When a property stands in the names of more than one, unless the 
shares in which the property is owned are defined in the registered docu- 
pient, it should be provide that the properties should he presumed to be 
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owned in equal ahttreii. Every proprietor iihciulcl have the right to trattsfoTi 
charge or )eas>e his share or right in tlio i»roperty to any pei^ou in the 
absence of any restriction in that behalf* A c^ertiHeate of title should l>e 
issued by a special Government offic'er and this should l>e the primary docu« 
ment of title, and no copy thereof should bo allowed to be obtained except 
upon satisfactory proof of the loss of the origina]. 

The enforcement of mortgages or charges should l>o iiuido much simpler. 
There should l>e a land officer through whom a inortgagtH> should Ik> hi a 
position to send the notice to the debtor calling for payiiteni of mortgage 
amount after specified days and notifying that the property will Ih> sold by 
public auction in default of such payment. The debtor may l>e enabled 
to appear before the Collector showing cause why the land should not 
l>e sold. If the Collccrtor is satisfied that a default had Ixvn made us noti- 
fied by the mortgagee and if no cause Iw shown to his satisfaction by the 
debtor, the Colletdor shall order the sale of the land chai*ged or such portion 
thereof as iio may think fit and the sale should be hold by a public auction 
duly notified and advertised at the expeiist^ of the mortgagee, that the sale 
should be held iiO days after the date of the order of sale with jKiwers of 
postponement of sale. Tlie reserve price may be iixed upon the land and 
the auction conducted by a public licensed auctioneer. On payment of 
the i>urchase ]irice, the Collector should sign a memoraiuhim of transfer in 
a specified form and deliver the same to the piircliaser. The sj'stem of 
caveats or objections to the transfer, charge or lease ol immovable pro|>erty 
by the i-egistered proprietor may bo provided for in favour of any person 
claiming tlie title or interest in tlio land to remain in force for three 
months from the date of entering the caveat. 1'he caveator may be required 
to show cause why the caveat should not withdrawn and the (?ourt may 
adjudicate upon the merits of the caveat, llestrictions may bo made on 
transfers of small holdings except the genuine agriculturists. 

Income-tax Act is being administered in a spirit highly detriiuenial to 
the commercial class. There is not sufficient realization on the part of the 
Income-tax Offic^ers that the indigenous bunks will reduce their loan rates 
to agriculturists and traders if they are reasonable in the methods of 
assessment. 

Need for establishing bonded warehouses .-— (inestion of the institu* 
tion of bonded warehouses re<|uir€?s ade4piiite consitleration. One of tho 
difficulties in the way of tlie agriculturist is that he does secure adoc|uato 
value lor his produce since ho has to dispose t>f it outi ight as smm as the pro- 
duce is harvested. Tlie niiddleinen are in a p<fsition to make large |>rofitH out 
of tlie trade in produce. The liuiiker is not in a i)o.sition to lend to the 
agriculturist confidently on the security of the produce harvested simx) 
there are no facilities for stoc'king the procluce, Jii thes(» conditions it a ill 
l>o a great help if in imiiortant centres bonded wareliouMw are established. 
It has Ijeen suggesUxl that private agencies HbouUl come forward to build 
and run such warehouses. To inspire public ct>nh<k*nce we feel it necessary 
that tho Govorninent should establish and run these warehouses. The ware- 
houses crertificates should be made negotiable insti Uinents. This will help 
the* indigenous hanker and the Small joint-stock hanks to lend freely on tho 
security of prodiu^ at reasonable rates of interest ami hav<' the (‘ertihcutcwi 
refliscounted at tho bigger hunks. Stei>s ought also to 1 m 5 taken for grading 
and sampling the jiroduc'c at the warehouses and this will facilitate tlio 
fixing of tho limit up to w'hich money (nnild l»e advancH^xl on the produce 
by the banker. Incidentally it may be inentioncHl tliat such standardising 
of our produce wdll help the producer to get much betU*r prices in inter- 
national market. The warehouse system, if well established, will lortn 
the nucleus of a satisfactory marketing organization of which the agricul- 
turists stand in such dire .need. 
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Omjuuuth, 

No. 

BfS* 

PANAYAPATTI M. KM. M. 

uSssrLUULJil.llf^ Qp, (3P^. CJP. 

^0 — «u 

mjreii 

Qp, Qp. 

S^JB^ f^u/rtu — ih 

^/fL- 

0^0 S)^ mifih 

Q^m‘€BruiLL...€ 6 ar erfi/atir 

Sru. Q^rr. muiSjr 

UD€wf5aj0 Q^uu^tu/rfr 


QP^A puuLj mtUi^VLiumr umih 
0 s/rQ^ 4 fl OfS^A^L^esr Q.>pj^s 
QmtrmrQ erfk^m SBettrsSA 
Qpi^fidQBstrAerrQmjBmu^uj^. 

^uuu^dQ^ 

Qp. (3pi^. QP- 




Shuubtuih, 


No 

Rs. 

PANATAPATTI M. RM. M. 

uiBSTLUUUlLup Qp, (TjJUJb. Qp. 

a. 

— — - a/irtiy 

Qp. Qp. «i®L- 0. 

^J5/B ^Uirtu U) 

— 

(!5^(S QsfreofQtktjB/s/nr 
Qa^BifresruLLu.eesr/sfiA ermsm 

Q^bit, (ST^^ sfuiSjr 
llisooRuj^ QB^Lluf^turr/r — 


qP^A ejuu^tLiuAr umih 

Q^A^^^ Qupjpis 
Q^^freArQ ctA^bA ^sesari^A 
Q^qp^dQ^s/rmmQ^^Aru^aj^^ , 

g)ULJl^d&^ 

Qp. Qf>lD. Qp, 


s 


(Traii&ilaiioii.) 


No 

lU 

Paiiayaputti M. Km. M. 
Dated, 

Or.— 

Dr. — ^M. Rm. M. Firm, Rs 

Our * Adaiti S. S. Rm. Subr^h- 
manyam Chettiyar to pay the bearer 

at Madras the sum of ^ 

iiieutioued above to the order of 

with interest at the cur- 
rent rate from (date) , 

obtain an endorsement of the pay- 
ment hereon and debit the same in 
our accounts. 

M.Rm.M. 



No 

lls 

Panayapatti M. Km. M. 
Dated, 

Cr.— 

Dr. — M. Rm. M. Firm, Rs 

Our * Ad<itti S. S. Rm. Subrah* 
manyam Chettiyar to pay the bearer 

at Madras the sum of Ka 

mentioned above to the order of 

together with interest at the cur- 
rent rate from (date) 

obtain an endorsement of the pay- 
ment hereon and debit the same in 
our accounts. 


* Apparently * Oomxnission agent.’ 


M.Rm.M. 
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94k/S0aDu. 


No. 


Bb. 


m 

Iho.. 
Hb. 


Aa.£0«Q:u. 


e^&SOTL^^^.T, 

C. RM., KANDANOOR. 
19 @U dF 


— wsrGij 

«iWrL-^pr/r (yto, u/bjp/ 

0u/ruj— ld 

Od^iresvrQiSu^^irrr 

tu^LD — LJ<wrdb 

Qm/rQ^^ Q>^^^U€sr 


u/iQ/fd^fiaOsrr&rm (^mesBru^uj^, 




& dym. 


^hm. 

S, tf^dTi-jgp/TT, 

C. RM., KANDANOOR. 

19 @V) %. 

... asuffmi 

®. (jf^. upjpi 0. 

®b4# (^UiTtU Ui 

QsfrefsrQt^jB^/rir 

tusih umnh 

Q’9/rQ/ijf 0#iwjy/L-«r 

u/iQ^(!^fi6tQ4Kfrmmr Qbi/^ t^tu^ 


-tF [ 

-tiL. 1 


S)jf0uuts^4B^ 

&I, 0^tD. 


(Translation.) 


No. 




lls 

C.Uiii., Kaiidanoor. 

Dated, 10 . 

Cr.-~ 

Dr.— vC'.Rin., Kaiidanoor, lls 

to pay the 

beafer the sum of Its 

mentioned above to the order of 


and debit the same 

with an endorsement of the pay- 
ment hereon. 


Dated^ 


C.Uin. ^ 


No 

Us 

C.Riii., KantfamM)!’. 

DaitHl, 19 . 

Cr.— 

Dr. — (^Rni., Kaiidanoor, Its 

to |>ay tile 

iKMirer the siini of Rs 

mentioned alnive t<» the older of 


and dejiit the same 

with an endorseinent of the pay- 
ment hereon. 

Dated, C.Rin. 


dmjLDtuih, 


Bmnoajih, 
0 0iLtiirdlujthLO^ 


Ko, 

Rb 

KILASAVALPATTI 
P. ALAQAPURI PB. 8 BM . 

l9. J^m^fTLJlfl Qutfl. <5r. (JJpUD. 

193 

- - 

Quifi, 0* (n^LD, u/hjp( 0 

S)00 0U/ruj — 


Op. tufTfr QsfrearQ 

0j^0(rtr 9J^ub Qmy^d(g^ihQu(r^ 

--u«88rLb 

QsfrQ^0i S)JS^ ^/ L^€tfr £)«/ 

L,u) u/iO/g(^^dQMff‘drm 

iust* 


Quit), <9r, Qjf>Ln, 




Ko. 

Bs. 


KILASAVALPATTI 
P. ALAGAPURI PB.S.EM. 


StpdS euAfuLLvf^ 

i9. QufB, &r. 


OyiL^ 


193 lBT «- 

mtir^ 

Guffi, «5F. 0f»LD. u/Djpi 0. 

S)/^A 0u/ruj — — — 


G^turnf QstrearQ 

mt0ih Qmy^m(^th(Sufr^ 

umrih 

OsirQ^^ Q0d>^L^esr 

udb u^Q^t^fidGsfrmm QtusAtru^ 


^ur > 

-<SL, ^ 


g)uuu^dS^ 
Quifl, dr, cy^- 




(Translation.) 


No. 

lU. 


Kilasavalpatti 
P. Alagapuri Pr. S. Rin. 

Dated, 193 . 

Cr.— 

Dr. — Pr.S.Rm., R« 


, to pay the 

beauir on demand the sum of 

Bs mentioned above 

to the order of the abovementioned 
person and debit the same in our 
accounts with an endorsement of 
the pa 3 rment hereon. 

Dated, Pr.S.Rm. 


>'o- 


R* 

Kihisavalpatti 
P. Alagapuri Pr. S. Rm. 

Dated, 193 . 

Cr.— 

Dr. — Pr.S.Rm., Rs 

to pay the 

bearer on demand the sum of 

Ha mentioned above 

to the order of the abovementioned 
person and debit the same in our 
accounts with an endorsement of * 
the payment hereon. 

Dated, Pr.S.Rm. 


Interest from (date) 
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S^rntLomtih, 


Ko. 


^8Rnr. 

«. «ff. jy«r. jy«r., *3®®®. 
K. V. AL. AL., PENANG. 

19 i£r — 

o/xrcy 

««>L_ upjpt 

0. 


^u/r ttj 

Q^rf^0>ds9rtiS^ 
Qp 




:f", 

“W— 


IK 


QsfT^krQ^Q^ 

^/TL- 


0<ff0 Qs/r€ssrQmijB/gfr/r m^ua La ^ 

jr/r&v — umrth 

Q^dtjiyjL^6ar iSmtUut 

Qiumsm mm>L^u u^Qp(^fddOsfr 
mm Qm^Atruf^tu^, 


^etT. 

firSo^Q, 




No 

Es* 




^«ar^L£i^iutrA 
sff. jy«r, jy«r., i9,g)Mr0. 
K. V. AL. AL, PENANG. 

19 iffr «_ 

€kjjr€il 




0. 


U m Jpi 

S>jf^ 


0u/raj 

Qp/fis^hvruSA) 

^p 




Qs/rmQmj(g 
^iru 


040 Q^rrwmQmpptrir miffih tuj 
ir/r6n> usnrih 

uSfieo Q^eojiyjL^m iiSek/utb 


Qujwmm mmuu u4QM(ipJidQsfr 
mm Q^xtwmt^uj^, 


-uS”' I 


eff. 


ereiestn-Q, 


(Translation.) 


No. 

Rs. 


K.V.Al. Al., Penang. 

Dated, 19 . 

Cr.-^ at Penang. 

Dr.— K. V. AL Al. Firm, Rs 

to pay at 

sight the bearer at Madras the 
sum of Rs men- 
tioned above to the order of 

who brings this 

and debit the same in the accounts 
of our firm here with an endorse- 
ment of the pajmient hereon. 

Dated, k.V.AJ.AL, 

Agent, 



No 

Rs 

K.V.AL AL, Penang. 

Dated, 19 . 

Cr. — at Penang. 

I)r.— K. V. AL Al. Firm, Rs 

to pay at 

sight the bearer at Madras the 

tioned above to the order of 

sum of Rs> men- 

who brings this 

and debit the same in the nocountu 
of our firm here with an endorse- 
ment of tlic payment hereon. 

Dated, K,V,Ai,Al, 

Agent* 

interest from (date). 
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BmjLDUHh, 

Q^frimffu/rmrumi ^8nr« 

Ho.: 

Hs. 

umm;is^(r Q&^tr. Qp. Oto. 

— — uF" 

^£r€^ 

Q^nr. Qp, Qua, MSS>L-UU ^ j y 

O. ^urrdj ih 

%- Qp/seo Ojr/sjQs/rdr 

^L^ULI A/LilS^ILIU€Br 


. ^ 

Q^iT€krQmiJkp<r(T mtsih Qm^m 
^ilQufr^ Qjr(a2mir€i£tv Qojmsm 


Q^tLu^ uiwrii) 

QsnQji^ Qjfw g^i^ssT Qujb 

jptm Q^Birmmei/ih, 



Q^nr. Qp. jy. Old. 



Bwmuth* 

Q^iF2mtuirwmuj$u& 

Ho. 

Es* 

ummTji^ar Q^ir, Qp, jy. Old. 
dy — ifc. 

i Uijreif 

Q^fr, Qp, Qua, amLuju/h^ 

0 . ^jb/b 0u/rul/ to 

A. QpjB^ Ojrv(Bm.reifr 

^i—L/q «y ,l£9-iL/L.ar 


^ ^/f 1^04^0 

0^fremQ€u/B^ir/r tu^ih 
(^ihQuirjp QjT'SfQm/reoffA Qujissm 


O^ili^ umrth 

QairQ^^ 0>yaij^6sr Qup 

jp/sQBfrmmeijih, 



g)jB/fuua^dS^ 
Qe=rr, Qp, Ooi. 


(Translation.) 


No. 


Rs. 


Pallattur S.M.A.M. 


Dated, 

Cr. — 

Dr.— S. M. A. M. Firm, Ra 

Our Chetti 

to pay the bearer on demand at 

Rangoon the sum of Rs 

mentioned above together with in- 
terest, at the rate current in 

Eangtmn, from (date) 

to order of 

..;.,... and obtain an endorse- 
ment of Uie payment hereon. 

Dated, 8»M.A.M. 


No. 


Rs. 


Pallattur S.M.A.M. 


Dated, 


Cr. — 

Dr. — S. M. A. M. Firm, Rs 

Our Chetti 

to pay the bearer on demand at 

Rangoon the sum of Rs 

mentioned above together with in- 
terest, at the rate ourrent in 

Rangoon, from (date) 

to the order of 

and obtain an endorse- 
ment of the payment hereon. 

Dated, 6.M.A.M. 


tm 


Written eTideuM of MJEI.By. C. A, C. KAfiXarATHAIf CHSTTITAB 
ATorgal, Bonlior and Honorary Xagiatrato, Xothamanfalasii 

Basmad diatriot. 


huligtnoiti hanking. — The iudigenotis banking »ystem<i of India have 
iieen the growth of t^nturtee and they hare played a vei*y iin|Mrtant and 
aetiye part in the development of agrieulture, trade and iiKluv.iritH in 
India. The modern Kyatem of jointxf^iiwk hanking ha,s l>©en nnKielletl on 
the a^eiitern hanking praetut's and experient'e Iirk tniiglii hk that, how- 
ever much, the Rysteni of joint-gt(K*k hanking might try to RUimrsetle the indi- 
genouH hanking, it will ohvioualy lie impoasihle. in the ni’eHent dix*uin- 
i»ianee« and conditions of things, to totally replace* it. I‘ho irdigonoiia 
hanker has Iweii for a long time past playing a very active pari in the 
development of trade and agriculture. If a'e want to arrive at a clear 
undeixiandiiig of the functlonK of indigenouK haiikei>i. we Kiiould t'oiiltne 
our alteiitioii to the operntioiiK of the MaliajanR, Marwnti haiikera oi 
shrciffs, the Mulianis and the Niittukottni Chettiai*fi. Kroin the very 
licginning we should keep liefore our eyes the distinction between the 
systeiiw of indigenous banking and joint-stock hanking, which latter la 
the gi'owth only of the Inst few years. The prohlem we have to Nolve is 
how to co-ordinate the two sysioiiiK so that each will Ik? a necesj^ry connile- 
ment of the other. Sir Basil Blackett has once said, ** If hanking in mini 
areas is to Iw developed to the extent recpiirt'd, it will^ I think, Imvo t-o 
lie hy the re<*ognition of the indigenons hanking system, and its adapta- 
tion, rather than hy its supet'session hy joint-stock bonks maneg^ on 
a*estern lines. It would Ik? desirable, also if some inctlnHl could l>e found, 
as for exainnle, has been done in the American liaiiking system, for linking 
lip the small rural hanks from lieloa" with the Imperial Bunk ^ysiem from 
nliove”. The most vital part of tlie prohlem is non* to carry jKHMiniary 
help into the rural areas for meeting the nc*eds of the ngriculturids to 
enable them to carry on agrU'ultural operationH. It is a sad friiistii tlinr 
life in the villages is almost a gamble owing to the frequent failure of 
the monsoons. And though the needs of village life are comparatively 
small, yet the villager has little or no training in limiting his exiHUiditure 
in proportion to his income. Neither has he any acs'iiruie i*onception of 
the n€*ed for meeting his financial ohligatioris on the due datc?H. But tfic 
ver>' reverse is the case in urban centre*??. The' prompt and punctual in(*et' 
ing of financial obligations on the due dates is considered to )»e of tiu very 
es.senee of the life in cities for husinc*sMiaen. In the cir<‘iiJnsra»n:oa in 
whic^i he is piacred and in the pi\*Keiit <H*onoinic condition of the s^wietj , 
it is idle to nnd fault with the indigenous hanker who provides (inniHc at 
great risk to himself and unless there is a distinct Improvement in the 
social and economic cxinditions of the villagers, the present system is bound 
to continue witli all the evils attendant on it. 

The nature o/ the work of the intligenoun ft/tuker , — The indigcnouf 
luinKer does various kinds of work such ns lending money for short .*is well 
as long periods, financing the induatrialist, the agriculturist, and the 
retail ana wholesale trader. He also acta as an agent for the tranHinission 
ot moneys from one place to another. The groatc4t virtue of ibe indigenous 
banker is the elasticity of his methods both in tlie matter of lending to 
and recovering hack nioneys from his customers. Tlipre is a great deal 
of the {^rsoniM and the human element in his transactions with his clients. 
The indigenous hanker has the door of his firm open to his clienta at all 
hours of the day without any reference to hours of business, 'nien there 
IS no insistence on the return of the moneys on the due dates as in tlie 
hanks, hut the money in recovered from the clients according u? their con- 
veniences. These and the other facilities afforded hy Ihe indigenoiss 
Imnkers cannot be adopted hy the joint-stoc*k hanks who |>rr>co<Mf oocord* 
ing to the strkt laws of hanking with its olaYmraie and coinp!tf*at^ 
uiacliinery often loo inelaaiio to wmlt the dire and timely needb of the cus- 
tomers. One main reason why the indigenous hanker has l»eeri able to 
fsmipete sncceesfttlly with the joint-stock, the co-opomtive, and other 
Government aided banka is that he is in almost daily touch with his 
onatomers, and practically lives in the very centre of his client^. Ik Has 

H6 
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opportunity of »tudyinis tlie economic positu^ of hi* cheiit« «ii6 
can lay ine rig:lit finger on the poke of their financial position. In eMM 
of real and bona fide lo#<j«e« by fits cnstoiners in business, he is somewhat 
more humane and is often found to be equanimous and in the^ ^ 
has stood the test of centuries, and thus jnstified the nwiessrty of his 
position in the economic framework of the society. Bni the questimi now 
IS what part they should play in the future of Indian banking. And Ip 
this question w© should now turn our attention. 

In dealing with the indigenous banking systems in India, our attention 
would be confined to the >Uttukottai Chettiars class of bankers, for they 
contribute the bulk of the indigenous banking community in Southern 
India and in Burma. Their homes are in the Hainnod district and the 
Pudukoitali State. Their nunil»er can never exceed a few thousands and 
yet by virtue of their instinctive genius for Inisiness, and on account of 
their "enterprises, they have spread themselves over V^arious parts of the 
Madras Presidencyj tne whole of the lilalay Peninsula, the whole of Indo- 
china, and in vaVioua parts of the Spice Islands. They can very arell Ite 
likened to the Parsees in Bombay whose number also is very small but who 
on account of their genius and enterprise have won for themselves a |>osi- 
tion of great importance there. They have fostered a sort of communal 
solidarity among iheinselves which has kept up unsullied their honesty and 
probity in business and has earned for them the enviable name of upright 
businessmen. Their relations with their borrowers are always very (oroia! 
and smooth. And even where they have incurred very heavy losses in busi- 
ness, they have never ^ot perturbed, but fa(*etl them with ©ciuonimity, a 
very tjrucial test of business capacity. 

They generally employ agents at the several centres of their business, 
but in rare circumstances^ the proprietors themselves conduct the busi- 
ness. But they are kept informe<i almost daily of the business activities 
in tlie various centres by systematic cnirrespondenc^e with their agents. The 
agents are recruited generally once in every three years for a c*onKolidatod 
remuneration for all tn© three years, their jiei'sonni expenses such as board- 
ing, lodging, etc., being borne by the firm. There is also a system of paying 
tionusos dependent on the profits of the branch both to the ag«mt and to 
the other memliers of the staff, the payment of the bonus lieing made to' 
depend on their returning to their business after some interval of holi- 
days. The staff is aelocted only after a fairly long period of approuticesliip 
and training from boyhood, and there is also the system of graded promo- 
tions till a raw recruit attains to the position of the chief agent of the firm. 
The capital of the Nattukottai Chetti firms consists mainly of their own 
moneys and of what are called Thandu morai deposits or deposits from 
the members of their own community. Such deposits sometimes extended 
twen to large sums of over a lakh or lakhs from individual depositors. In 
recent years, however, considerable difficulty has been experienced in the 
realiisation of their dues from their debtors, for lietween the creditor and 
the debtor, the law invariably favours the latter. The w’orking of the 
Provincial Insolvency Act has also, in practice, placed the creditors at 
considerable disadvantage. Instead of the operation of the Act bein^ con- 
fined to eases of bona fide lasses, all sorts of people have begun to seek 
protection under the Act, having previously secreted their properties. 
TTie procedure in the civil courts for the recovei-y of dues is inordinately 
slow and very often years elapse between the time of the first institutiem of 
the suit and the execution of the decree, and the realisation of the debt. 
The rate of interest which the courts allow from the date of decree is only, 
d per cent, whidi is again another ]>oint of disadvantage for the creditors. 
Moiwver the operations of the income and super-tax wrhich were originally 
designed only as an experimental measure have now begun to press 
hard on the indigenous hankers, and sometimes the most authentic accounts 
ajw disbelieved. It would be better if in computing the income-tax, ilte 
basis of calculation adopted is three years. And it would certainly he a 
great relief if r^tasions are gran^ in cases of bona fide losses in bnsi^ 
ness. At any rate the present working of the Act has its own disadvantages. 
All these have practicidly compelled we Chettiars to cease to take deposits 
from the public and they are now doing business only witli their own 
moneys. And though they would Uke to do business in and near their 
own places, the forces above mentioned are acting against their natuiw! 
ineUnation with the result that a good portion of their capital has be^ 
diverted from South India to other countries. 
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Xafurt of tiVHsaciioitg ruiricd on hjf — ^Tbo Natiukoitai 

Oketti allow drafU to bo draan upon ibotu by thvir oliouita. Tbiiae 

driift5» arc known a8 ** bundia« Two loruiti of ** butidia aro in ourront 
iM among tlio Nagarathari>, via., the darnauai Uundia or liunditt payablo 
at aigbt, and uadappu vaddi liundia or bundb* payable at »ight with intaraat 
at the nadappu rate from the date of kMue to tlie date of pret>oiitatioti . 
They aibo discount huudib and help in the tranainibaiou oi iiionoyb from otio 
pla<» to another. They abo aid atuall industriob Much aa coiton-ginuitig 
and rice-milling and the other minor cottage indubtrieb. They abo lend 
money on the security and mortgage of gocxiM and iinmovabie proimrtieb, 
but thib has been declining in recent tiinee. * 

i«fere«f.— The rate of interest charge<l by ilto Nuttukottai Chettiai^ is 
fixed every month in a m^'tiiig in the City ol Madiub. This is known hm 
the current rate of interest. It varies in aci*oidatic«^ with the demand ol 
the money market. It varicb fi-om (5 to 12 |>or cent |K?r annum. The raUw 
at which they borrow vary from 8 to 11 i>or cent per annum. Tim rate 
of iuterebt at ahich C'hctti firiiib lend to the public ranges from 15 to 1^ 
per cent on unsec'ured loans, 18 per cent l>emg eliurgeil on siiiaU sums. 
'J'ho joiiit-sto(‘k banks charge luteix^t at 2 per cent above the bank rate 
and generally grunt loans oil .se< urities or on tlie joint signature of approved 
parties. Where such se<iirities are offered, tim indigenous bankers also 
charge lower rates oi interest. The indigenous bankets do not insist 
on the payment of inteiest lor every cpiarter as the joifit-«tot‘k banks do, 
but tliey receive interest at intervals ol a year from the agricultural Imr- 
rowers. The luiidloixls lending to ugricultnnsis in their own villages chaiTje 
beta’eeii 15 and 18 jH*r cent though such interest is soinetiines payable in 
kind or produce. Even in the csi-oiwrative scx ieties whieh apparently lend 
to the agriculturists at Og per cent per anniiiii, the real and the effective 
rate of interest paid by the agriculturists is 12i to 15 per cent per a tin uni. 
Having regard to the risks attendant on loan transactions without securi- 
tiea, the estuhlishment charges and the sysUuu of Imnuses which the Chettiurs 
have to pay, the rate of interest charged by them cannot Im said to Im 
high. Y'et there is a general l>elief current among the public that tiu' 
Chettiar firms charge very high raU*s ol interest, which is not based on 
facts. 

The working ol ct>-o|)erutivc .scn-ieties has not lieeii on the whole a bless- 
ing to the agriculturists hir the indtgenoUH bankers meet not only the 
direct needs oi the agricMiltiirists but also enable them to is^puy the loans 
iMjrrowed from the co-operative s<K'ieties. It is 4>bvioiis therefore that the 
agriculturists will suffer il the sen*icc»s oi the indigenous hunkers are with- 
draw'ii. And hence it is the duty ol the well wisliers ol the ryots and the 
agriculturists to find ways and means to improve the facilities available 
to indigenous bankers .so that they nnglii (smtiniie to do the useful work 
<»f fiiiuuciiig the agriculturists. And in view' ol all the difficullies involved 
111 the recovery, and on u<s‘Oiiiit ol the fact that the debtor.^ MMiete iluor 
pro|K*i*ties and lesort tf» the system ol lieiianii convoy uiu^»s and having 
regard to tlie heavy losst*s which they sometimes incur on ac(H)unt oi Ikiiui 
fide loases in business of their customers, the ruU»s of interest charged by 
them can never In* said to Ih^ high. It would Ik* a source of itiiiiiotise help 
to tb# indigenous bunkers if the joint-stock bunks place at their disposal 
alt their casli fmlances and the Goveriiineiit M^nirities wliteh often lie idle 
ill these banks serving iiu useful purpose. The exchange hanks do not 
lend mone 5 ' to C’hcttiars exi-epting the P. A (). Bunk and the Chartered 
Bank. 

Iteserre bank. — It w<iuhi lie in tIu* interests ot the indigenous bankers if 
the reoerro Imnk is brought into lieiiig. The reserve bunk should offet‘ 
tlie diHcoiiiiting facilities not only to Uie joint-stock banks but also to iho 
indigenous bankers. Since a very large |K>rtion of the country’s ftiieriial 
trade is still hnaueed by the indigenous luitikers. unless such facilities are 
offered to them, the proM#un of agricultural li nance would not have iKmn 
touchy. The general public would Im immensely l>enehted if a link is 
estabHshed between the indigenous bankers and the joint-stock lianks. as 
was remairked by Sir Basil Biackett, in one of hts simedies at Dettit ta 
which reference lias already lieen macle. Hir Basil fltacWt said ** It wnttld 
tie de^rable also if some method eoitkl lie found, as for esuiinple, has be^ 
done in the American Banking system for linking up the amall rural hati W 
from below W’ith the Imperial Bank system from above,** 



Land wartgage hank» ami title to proipertieM . — Tlie new land uiortgafiB 
bank^ which hare <TOHte<i to function in this count rj’ fpt the purpose 
of gratkting long-Ufriii loans to the agriculturists can do their pro|>cr work 
only whim the ay»ten» of title to properties is made more easy. The present 
sysieni of tiMeriaifiitig titles of iinttioviihle pro|>erticss by i^isterecf ihwKis 
is extnmiely defective. Very little fac‘ilitk*s are afforded for ascertaining 
the exa<*t Itiihilities on itninovahio pro|>erties. Moreover t^ registered doeu- 
jiients do not disctcise all the liahilities [Hutaining to iiuiiiovuhle |>ro|)er* 
ties though a fiiortgagts:^ or purchaser is lioiind hy them. The present 
syiiteni of registration i.s extremely defective and wholly inadequate to 
iiieet tJie requirements of transactions relating to iniinovuhle properties*, 
fioatia cannot l*e raised very sm^edily on ttnmovalile ju*opertit%s for these 
|‘easoiis. And unless the system of titles to iinitiovahle pro|>erii€?s is totally 
reformed, the land mortgage hanks ixiiild not discharge their functions pro- 
perly and «'fftH*tively. In this r(^pec*t, it will be well if the law regarcling 
titlii to immovahie properties and their transfers hy''way of leaM*s, mort- 
gages, or salf^ is hroiiglit on a line with the laiv obtaining in the Malay 
States which itself was originally copied from Australia. It will lie consi- 
derably facilitating the material progress of this ct>untrv and aid the trade 
conditions and Imiiking facilities, if this system of registration of titles is 
also adonted in this country-. When a mortgage is releaseil or dischargeil. 
the discharge of the encumbranct* must be made compulsorily registrable. 
A c*ertificate or dcK'Ument of title eaii l»e issued !>y a s[Kx-ial officer noting 
therein the iiaiiie of the proprietor, the encinnbranees in respect of the said 
projmrty. the discharge of tlie encumhrniH*es, alienations in regard to the 
said property, thus giving in one shet^t of paper all particulars regarding 
the proimriies. The system of encumbrance certificate may Ik? done away 
wdth. 
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BjrfTLL e9airrc9am4(e;, (Sjr/rdm QmmurQ^tSi Q^ujtLjth 

Bmmisffmmrrm, Q^/rwu mw/nh 

l-dt0 100 ^0 1 QpM^ 2 ar«5}#iSd> a/Llif Qmwdh^^^ j^eeaiaSar ler 

MJfrmQuiA ^mmTwd 8irujuuti^4(^ fifrtdliuMfr^seiiLh^ Qjtwdm 
uarsinjih mijruupjBdQmfrm^Q^ff^mdr, 

B90!t Q 0 fT€S)x OsfrQd(gda ssfrmijg^Qt'LQoj ^ei>/j£ t6V0 4> 

sj^L, ^ fitrQ/i^trdS Mfrm> €r^^4.t/f/f4ar 

u^€o, wotru^m^ QjBrrdQ^ f^(m Q^tum 

Q/Bir€s>4B Q^irQ4^ ^rr^t/i^or'iiumiMmrirss ^W0»L^iufrm at.Mr mifCi 

upjS ^aujuuu^d^ eiilpjpi pfrdjsdr mau/im/f TSdr, 

^esrj^th, LLpj)iih ®6u/f &tu/r^u ma Stu.hj^^difj^iSvdjmTistr 
QuaL.QdQasat^Q si^Ja ^saa^d) Q^aQd^uuQtJb mp 

A/iTGi/ e^^eup^dQmamvrfTiXijj^iL^ si^ssrmtr auj0V«0L.iir pmapa 
«@d) Q^iiiojauid), Quiappib «/ra»ic 

meaauS^ cSdr Qs^iTiLQ^Bkiujirat e9a/#rai9 Sf0 

^L^&rr auihaQui ^&ir<sBSL,€Sld:^ ^madj Q^u/^AiOfifi^/fef^tir. 

QuapsasBru-Ut^ (^dianesisnuas ubS.t Qpaffi^d(g jra/0u> 

OMaefDmtSsdsrt &a€o cS0jS(uajF0/d^m ^veoaoi^) ^Pma^rruS pmifiu 

Quaeufigd) eBL^-r^r 0uppds9r wC.t^s^u^ ffiQS^dm /taupmp 
LDamih QurrtLQdQmaavQ &u.^m a^Ui0fimj(7^mJStj^ih aBm^auS 

QaauDUoi^ih ^ab)u8(^dfr , 

Qau(j^ STeouins mLLQpmj uaiij^amr 6rpuQm/0p(^ (ifidrm(3tJB(3uj g)m0 
^e/0ijb jtfias&T i^peoa^ 4kQp4F Qeomiadpda} sthQuad^mmflih aBw^aS^m^ 
mtn 0fiSiT4Bm gJ^rjgjfth ^pir ^armsm ud/^d^aafrmmra^ OaF/rp^ ^uQua 
€S>pdsuQua^ padfadr Bm^eiiamd(^ Qm.t»rt^tu saw/sfmmHw^ dvpamjrti, 
OuadfT, Qakidr^ffl pmsi^ pdm ^uajpuuam pufTsdr s^aiEdir Qu/fi^^gim^ 
Qpa€s>6ssdr LLapth l-a0 100-^0 8 Qppd> rnjmJruSd) gjCu^^ 

erQpdpdQssamQ ^^FdoGpirmsstur iwa^minuam m^ut^iLiUhar O# 
aL-eiraSwr jiirp^dQaBaaarQ ^mi/rsdr umdSpmjMinfldt ueSmmm 

^^umpd>9oauim erdtaSp o5ii^Lj»a^a0u>, p^^L^iijas^dag^th ©uui/wcu/r 

^dSD^uaSpdR a^QfBaiyiT^dT. 

*^msiuaw aSleiiaau9a^^^d(^, ^eu/SiH,^r aSqi^p^i QauvjQ^akt^tu um 
aktapMMail0d(^ih ^trd^aifid) OMfrQpp^ m/0ch jfo^pp dsamfd mL^dfrmdr uaa 
aSp00^ ^jgpa^m)Wfftu S)(^ppt ^Qj^mtaDp, jp&s)mspfdmam iSlff00Qajm 
maasr uam^^dr ^ purrQQa^iupp, aOBp0&5>p uaapth 1*«0 lOO-a0 

6 atpih i§as>pp^ uuV/f Oa/r^^dr0 Qmmimu^iLj pumr/mj (tfipm 

a/aPL- 4^(SUi ^matS^ih crpuudd^i^tu <^saoa9p Bw^mfgdmth suiaod 
ariii, ppmi^jT, Gsadrff^ #0u)u (ipa«9aju«9/fa®#04e, Qp9opmSQmf(b00 
sauLUtpjpmi^ii Gp^00p^ Qua m.pwB O^tiMppasB m^puUSi^p^. 

Qu>pmaun^ aS^aisiiS^mQm aktLQpati mihQuad^mdr, pdm QmAaS^ajr 
tmrmfL^drr ^adSdamm €rpuQp0 tSjr0 Bjramp^^mm ^mtPwdS 

aSwr um(^mtrsrrrmmam Q^iTp4fi ^mf/rs^dcg p/uQuampmsCauapp uaSi^ 
Qpajfiia PiimppuuLLPi^mdf^fg pdmuut^ summdr Osa90^ »S 
Ha; rnttrs^^d^ ffSQ^P Pi0madlmdr^ paam 

a»s aSsajrds9Br Qppmuj^ Qaa/jri^ rntmiouiptuam uam^iaa armUBpMmSl 
fph §0iauapmm p0Qp000do ppa e/jcasjiciL/ii, ^d^LMii^ SdmM 
pQjjdf ajp pASaBQih 0&au0d^ md/wmmiih PpQpmJSmtat^ 



CtiA/fruif. ^fuQufrm^SmuQuw^ Sffsmitw 

yfcoTLo Qjtmmiutrm u/rmS mH^S(^ mts>pm/rmQm OmtrQ/i^^ 

9 L/ttS rn/MOm^kti^^ ^mBiLfu^ia 

0dBM 0trmmm mfrmOiu su^0tm OirrO^^a/#, 

Q0€imw^mtAirtij Mj^tb ^rpuCJit anr^i^ gjm/B Quir^ta OMiimmd^ u#*r 
Ommr wj0 uur^mi O m n.. M(g^ k mfmjrtSm mani^tr 9 mQ 00 

^ujB0^ mut^ gfjfmmirwQm^th^ wCjq^ JIdB 0f^mi>uQth mig^ 

0^ajiL{Lb ofimpmiA 0tJi^ nju^nsrua^dj 

«FUMrr 6U Qm Q^m SfjkfikJfr^^ Qu^ 

$Ufrtu gf 000! «u0t}> fiishon (NidhiB) Qm/0&r 

t^aj 0 irmtfrm ^Sp^al Aoi) 0 #^lNr ir^00«oBd0 er/buQjifi 

0 f(i 00 /i 40 O«/r«Br(i)«i 0 auji, mMbin Quifi^L^0mu.iu Q00p 
mu>Oiu 49 r •>pLij00fi QmCMmQsfrmmtuuQ^p^* Gmij^ ufrmj^ 

mm g)0uufim mfrirmnLatrmQmi ^ifirnmnnw ^fmrnimflmvi^th 

mdmwpirt ufTmiuirm mjj^ffuudtppQmtcm^^tupe^mtni^ 

0ftSuiSjrfrujuuL^dmi^ utr^. 


(Translation.) 

Merclittiita carrying on money- ieitdiiig l>uhitie<»s give sinail ainoinits as 
loans to agriculturists in villages for ex[>ense8 during cultivation and 
ctiarge interest thereon at a rate ranging from one i>er cvm to two i>er 
cent i>er ineiiseiti. They recover these amounts either in cash or in grains 
alter harvest, estimating the value of the prodnce at its marked prK*c at 
that time. 

£ven at the time ui giving loans, mmiic persons cstiiii.tte the x>rohahle 
outturn from the land and, relying upon it, give loans hy hxing a certain 
price profituhle to them without relcrcncs^ to the market price. They re- 
cover those amounts in the sliapo ol grains as soon as they are harvested, 
sell them at the market price and ‘make jirotit. 

Some othei*s lend money on the security of lands lor atispicious and 
inauspicious ceremonies and, without crcxliting the amounts paid hy the 
debtor in instalments towards the principal and without pressing him 
from iiino to time and recovering the Joan, wait till the loan swells to 
such an extent that it comes up to the value of the land, then recover it 
through tlie (kiurt and subject the agriculturist and his ianiily to diffi- 
culties hy making them earn daily wages thenceforth. 

When, on ac'couiit o(‘ the failure of crops due to changed condithms, the 
agriculturist makes detault in repaying the .small loans given for agricul- 
tural purposes as mentioned a love, lunds are mortgaged to the value of the 
total amount of the aforesaid loans and the penal interest and the umoimt 
of loans is thus swelled. The agricadturist incurs great loss on account of 
this as well. 

Agriculturists, men'haiits and other peo|>le liecome share-liohler'' in indi- 
genous hanking companies like nidhis, which have long been in existeiico 
even before the establfsliinent of <‘o-operntive banks, and obtain loans from 
these institutions whenever they require money for their exponsens, at a 
rate of inteiowt ranging from 8 to 14 annas, 7 pies jier cent per mensem 
on the mortgage of iiiinioyahle pi*operties and gold and silver jewels as 
well as on proper and reliable personal securities. They easily disihame 
the loan by repaying the principal in small instahnents along with too 
interest and, without being subjected to any difficulties or losses, derive 
benefit in several ways. 

]^view of the several advantages derived from long-term loans granted 
by Government to agriculturists for meeting tlie various items of expendi- 
ture connected with the improvement of lands, the establishment of sepa- 
rate banks for granting these loans, the reductioii of the rate of interest 
to six annas per cent per mensem and the protection rendered by the 
provision of capital for the various it^is of expenditure incurred during 
cultivation between the sowing and the harvesting of crops as w'eU as for 
the cultivation of cit^s such as groundnut (F), red-gram, horse-gram and 
9U^arcane, ore considered to be greatly helpful to the country. 



im 


IWre is not tbe leftst doubt tiiat, if fompuni^s are 0^144^ 

li^ed fcu- the abom iMii^pom^ in Boreral diriea under pro|>er HUpmiindii^ 
if the agrtrnltnrifd^s ot every irilUi|{e are enluitted as ^areholdem/ if loans* 
are properly granted to them from time lo tinH) for agricultiimi purposes 
and recovered in small instalments and if Imiiks, wheriMti the higher autbo* 
rities conduct audit, aujiervision and other itemn of uwk unco a awk, ai‘e 
establtshed. the overtaatuig poverty, diAcuUies and lm»k of education, which 
are at present in evidence in this country, will, in a way, disap}>ear. 

It is essential that the Government should help these eo-oi>t>rative hnnka 
with capital, whenever required and charge interest thei'eon at a leH**er rate 
than, tnat obtaining in batiks^ 

Further, it would he gi'eatly helpful, if, in eases where on nmiunt of 
the failure of crops due to unloreKeeii ciifumstances, agriculturists are un- 
able to repay the loans iakcm by them, banks adopt the |H>licy of extending 
the due daU^ till the time of the next harvest and dts|nmsiiig with the 
payment of penal inteivst or of recovering the principal alone without 
interest. 

It is urged that it is the primary duty of the Government to place' 
on a firm basis the iiidhis, which haxe Wii in existent'!' for the Iasi 60 years 
and winch have l»ecni of great help to the people of South India, and to 
euact and bring to forte at once a s|MH'iai law rciating to their adminis* 
tration for the Madras J*resitlency. Thesis niilhiH should not lie got rid 
ol simply on account of the existeiu'c of other soc'ieties and hanks. Their 
imsition should, on tlie other hand, lie efiUally strengthened. This alono 
should lie the attitude of the authorities. 
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€SimtA0 umrih Qmtr 
QuQufri'ssm, 


3. tBujfruff/fts 


4 . LLinrwtns^mA, 

5 . udrmQ^^ija^ tomjr 
dmrrtud ^/ruA^mmr. 


0 ijr{u 1 - 4^0 eSSim-tqLb 0ir09^iijA 
3 gs>u (!fi0 ^dsinr S)m/rm^fd^ 
A 6 6u kB/DuQ0 Ar 00 i£ 
«o)/r(/ 9 ^, ^Cju00fijSim Ou 

rflA. 


1 fnuTLU 0^0 
^ 0» 2 €1’ 
€s>jr, 

0. 0-12-6 cS 
0ih. 

0. 1 (y^0eo 

0. 2 €XJ€^jr, 


Q^jr00 a/ili^iL/io 


mf^eSluufiA tfjb 
0 0^mih. 
(^aQ00eujrfr0QafrQ 
smO^cmQih, 
eS^iLjih 0drARajA 
<ff3sYr 

adsfrd ^€S>000Lb 
0 m Ci] Quhit^uu 
GASti/LD milted 
(SsB 4Sfr^0uu^ 
sesgrsBi^uuQih, 


^uniu 1- 
«0 0fTm 1- 
d(3 ^0 

0s>uftr. 

1 ffjjuirAd^ I 

3 LDpr00^0 I 
0 4 u^nrmih, \ 
0U/riij l-«0 
LDT0lh \-d 

0 6 €OU. 

6 6 Q)U (Ifi0io 

1 0^ m 

miff. 


4 «DU (Ifi 0 d> 
6 mu m 


i^ff0ih 1 0 
& Ofi/sA 
4 0fgp m 
miffuBm. 


iaS^iLiui ffffd^ 
Gu/kSih ^ufj00 


0m>m€aiiu m)€U00d 
QmirmarQ mi^mr 
Gt&fr{kuu(i0 mff 
iq,dmiSBajffM ^mm 
dsjrmm. 
Ouir^tuLimm 

fi^iLjdrmmffm^d 
0 ut/r/sfiffA. 
^€0ih. 

<#«/ uffmrQ er^ 

fUiQmffmw0. 
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4s/rm. 


«S#cc. 


Qur 


3 «cu 

<ft^/r«b0Lb(}u/r^ QpC 

0«r«ar. 


6 iB>u «u 

«)u. ff^ifo!/ 



«o)/r. 


2 4 mt^jruS 





4^ub Q^str 





QdQm(gfm, 

jr^frilQ ^asB 


iL0uu<f. CTuA A>/rutb mki/s^ 

C^d»^20w. 

e9fu/ruirifiMdBL,uQ(m 

fn^u^ruj 1 -«(a5 

4 (mmp 



(L'/TLO^ wpjpi S tCT^ (AlADiT^dU 






^aj/rutrrfl m 9 

Q^ki^utrQ B nm 

f^uiruj 1 (i/i 

S 6 u>fr^/i 

«0U3 «//f^ 

err. 

0 u/ruj 

^p(^mr m/frtiS/gw, 


1 

3 mimir. 



lb. 

ittTfrmffTO^seh-^ Ga^>tlQ 

^UfTUJ 1^ 

1 



ifferr. 

ftP/KSU ® 

i 




UBUJ 2 «r 


(!/i€ar OJiLtif^ srQ/i^ 



es>ir. 

> 

8 ijOT^ 

i 

il/rLLQC?<®TL-«K>L- G*iFll 

®. 1 


(2P^€v 6 U)4-4F w 



0. 2 » 


mirnS^ €ftf/rii!9>i(r« 



«>r. J 




dT^u. 

Gdip . 


10 uD/r>r 



1 ^UfTtUS^ 

• • 



tn/r/Bih 2 ^ 




^ d^&rr 1 

ft. 








eut— ^/D<E/rQ i^aievirsQ^/nh O^evib g^jeveuireO ^th 69iveii‘T.ru9ii^d,(^, 


^jgib. 

mjrrtS^tr^ 

^^frjjih. 

jSuL.KiBfmr, 

icif*inr. 

8 

5 Qp^fiv 

1 

/Beoth^ L^^LLLJr"^ 

(^fiuiSCL^ 

5,000 Cla»^ 


10 «ft/ 

Q>’u(SA0 U 1 

^fru90B’ 0 

QsB«mL^ Qw 

10 jy®. 

« 8 )ir. 

ervjSji. i 


w/rQ0€i9, 

Bum>jr. 


f 

q arL.cft.OiUT, 


12. 


jseueki^^jBJ^ 

^ 1 0^TUJ«0 





Glow (^fButSQio 





wLn^Gajir. 


«. ISMJ. 

4^. 

eSQ^ ^evih 

QAtrwfTuGjrt^w utr 

1 ,000 a 0 aLebu 




mQ, 1-0-8 wtLa^ 

L. G« wfrG0BB, 

0 . 1 . 

1 mf(7^Gf> 


a/rtf9^Tuui^ iSjfJSl 

500 



«ir<Mpam_. j 

WQ^GtfAih mffuS0tr 

5,1 00 «Mdft>ir. 


W 3 Al 1 

1 

0^»/B^00Ui 040 



*^jr. 

> 

^io mfrfi90ff6£l0i 


0 . 1-4-0 


6V. 1 

ArAmfi^^uui^ 

250 



1 

#il4|.(jq mCi^ A) 

1,000 ayftWif. 

0 . 1 - 8-0 


J 

iLW0f 1-^0 1# t 

26 100 




114 . *£}O0u>, 

wm0. 

0 . s. 


¥Q OmuujfT^. 

• • 

p • 


146 
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9L/g0iSQ^ujiuQajmmQ,Qaim Q^dmaaQmirtAru, 
tb^/rumAsQm kfmL-Ujir^, milii^ ^Auirfiuu{i 0 QAfrAMummd 

Qmirmm(^ M§i^L.fi€V>^i 6 A 0 A^mr ^fiSut^gfnu ^arfums^q^t^pp m.mm 
if9«b Si^Ar QmtrQuuppmffS Qu(^utr 00 A 9L,mmrmmamg^A. 

QjrmAr gmb mouiLfA^ g^tua>go(ipA tL.mL^tu€arQm 

Gojg^figj tSmj 0 guSs 20 rruup^uj guu/spA m-Lts^ ^AircyctDu. 

Q pujir^w. gtAmm a/l. ^pmgQ Quit Arp osi^gLnQtA jBppps' 

Qmirmffi^ ^AMgs>€k,ijup}S€sr^€Sig Q^Asns^uj ^mmgSMu mmgiujpjji^ 
u>mfpa9Ar 0 f€fr^t^sQs/rsArQutL‘fr(^* 

S^udug^mmr (ipgB^paefffA s^Aenr ^0s>pmmrgt^esr ; — 
f«dbrL.&rGO 

1. (BSIgU4gffu9m^d^ Qpmi^iiJ/rm mt^sirsmr B&s>udf^A 

AiprruQfi Lntr&dSQf^^eoengtXieSiah^^^* 

2. QeowfT^pdS^trgjrism inmAlugevut^ a/Lc^ <gau/rJSdm€ifth ^0^p> 
gStum/gffuSasA pBdseifih g^i^tueu/rjpt Q^fr/rtlQLh ^lLl^ 0 fg»LouL\s^^^^ 

us* 

3. giuAruuu^Ar ^0)a/9ay Be^eijadr Q^tLs pQds 

IUgL06S(7^UUS» 

4. uasay^, eSUmreu piLuneer €L(T^e^As€d^^ Sft^frsgfiAf ^2BU6a)LD68>tu Qp 
/Rm ML^Ar QsirQppgkiirmAr cQ^mBps ^AarmLDtu/tifJts «^a//f«9srr uns^gtrdm 
m/mdstup/fio^uus* 

6. MuAr QsfrQ/Bp^Ar ^pgjr ^6 qA<£'^ C^tF/f^ff^aQa/rarer g)u. 

uSd^uus* 


^AQm$fr(T^ jrdjp^p(^ih BAisomir ^uear Qf^rGd^ub gBeug^iruSsABAr 
CJ#«p«/<«0 Av 0 fru€grAs^M (a-u-^^0L-«5r) ^ss/rivtuiLu^d^ QfiAr mi^Ar 
g^&r ^irds ^cAtl. 0 €u^ 6 aard(^ ^dSfTdj €^ilu^d(^ d^L-or Q^/rQd seiiLh^ ldss>^ 
uSArfi tB^bsnenpjp ufflpiSd^ih ^pireu^dldds mjix>siLfih slAw 

0 irs, 

2. g^Arggr QldA eo/clt^. mj/rAsdgk^L^rrGpar /Sujb 

p%mr erpuQppA, 

3. SL^AruuL^tuAr ^Q^ihtLeSig (sSlAfcSA ^Awetreii ufrg>Lb sL^S0d(j^ 
Qs/rQAs ir(B€U€ArQQLD^ ^iLuuQojpj^^s^* ^aro/^^ i-SjS, *6Flj s/^u 
^c-.Loutf‘^<is?4>mL/a3^ 0^a/£Q}a BeoSij edstriLidi pGdss unr/rd^AsQtw puGps 

a/#LX). 

4. ^/fut^iSn^ fSfreoAsdReo SL^sud(j§ /B&uujhduuGpptrs tSuj^gir 
ujjifip^ 9LpeSuj,TM awa Qg^ujeS^uus* 

A muAr QmrrQdd^^ eSldsfrQufr(ipArs^ QsnreArG ^lAut ^irpsd 
QM/r&rmrQA/AdrQih* pcSlir^ ScoAesdBifLJ QupdgiL.L^frQpesr 6FLLu,QLnpu(Sl 
060. 

3. SffgiAAssiRA ^AQ€kt<r(Tj^w(Ti^Lh ^uLjruh ^dBuj p.rmnu ^AsAs 
ARAr Quaihugfr^ GgMrQwAvrQQuiesr ^upgbm erpi^QpA SfeuirmAr mursu 
iSjrfi jj)Gt/a/err6y eSpih eumeti u^u/t&lL QgAs^Jf^^AsrGQuissiQiA spp 
B^ftrinih sfpp dpeofi%erpfiAr QuffiQmQuu BjrgLL(B 06 s>sLcai u ^ptu a/aoa 

Os^eQuus* 

7. dB%rrQu/f06fr««fl^ AlQpir^trwA uAKL.^grr^u9A Q^/rutSdmdQ^As 
Q 0 mwd(g Qupjpt Quirs^ih mjffuu^tqth m/gL^d) O^AiSd^BOjA jduppdui 
s^mri^vd^tus* 

8> Ss/rmAs^Ar (SpeDgutugmm^’^efieo SjAlsQtu m^pudB QgAg»d 
gL,u^ujmi^sdBtt WL/Dup^ OifAeiidm^A^ SjA^pupJBAi^QcDQgj Qup 
(f^^ArQOLnAr sma^punrtgr ^uppiurm^AsrLurd^mts* 
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/ 


#tlL.ftp«uuor4i» 

mmm ^Tkomirvbjim Outr^th dtjr/rtiilumQ u«ArQ<r«r, Ou«r«^«ir 

^mmmfiir, mtrff» stj^p isSluj9f\^^tu Q<r/r^^tf^ub «ipu#ib 

9umw ^m/frdrOwartl miliar Qm^rdd^th utrm>(^ Qu/rtirp 

Qu^hi m0iru«arms^€SI(^^f Ufrmt^amr utxvih Qu^fSi^ih mmm 

€r/DuQ0m>^ i^uff^LLQM§^^ Q^eStmfdh uimt^ ^0a>ms^ihSk.L^ 

€rmi4Bm ^mmurdim s.^u>c)iuj/r0tii tuM^comm €Saj/ru>*iflsmj (i«u«Mr 

Qm bSs^fTiTfrMmir ^Qd^dQmfrmmuij'^Q fg^uuirm^md^ ^/hfluh 
m-L- ^LD, Qiinrd ‘ ^iufrufrffim^d(»} st/ie:pbk Lb^t^^^mird) dOpAu 
uiLQ srpjfftuijd (i^iutuuuQAdrpmi . 

iiSefii^i QsmS^, mjjdt) ddQuirirm^ MihudBsmr ssm/rmOwtinl 

Qp^m/, S}m99m^d^ui LDt^fievfr^ ^tutam'ddi Quiresrpmti^s^d^ih €rpjp 
iofi MihQueoBm^JfuQ/iU) Mfreo^SdmiUuuf. Quj^eupits ^uups (Ba puQdfdd 
QmirmQ ^thji^m^ihsk.L^QpwiT€trfr^u^if^m tLpupJ&Mdmr 

Q«/r(S4« erputrQ Q^tUiUrd) p&^uQu^Lh. 

^uQLMr(^P QpdtrumfTth QsfrQ/ip4U€t^uQLD QuQf^ihuir j^th eS^u^'frQur 
^«fr««fr Qurnu (Si^ €sr ptvr . u^atb ptd^^iurrutriffs&f^mr umfih 

Qw^/e>^ cSpmuuQ^sBT pm , uam/i^^ ttQpjfi 

P4p ffilL^tarQui^ GupQ€U€da^Qih f^LJujbpdi9(rjnrSHitf^i^^(^ 

pp Quf^eu^ssrdi^^ 

turn piCJd ^IjupptM^ Q^ajs^pfrJ^Q ^uujtjuh j^crcssrQih gtQir pmmuci 
uj/rm es^eu prr&ir. 

^Sojfru/Tffts^^C:^ erww/r tuea>S(iS^Lh 9Lp jStLfth Qa^udBpp, 

utiSBrui j^^LJU jj^uQuirp Qu/rmi^d) virp/rdr. tLtdsri^ujeom^ih 


ic^uq. 

L/^«Djr pirih <sFJwr/f 300 p^frdj (^pd) 600 (^u/ruj a/miru9 ppih 

Ll^ffDa dFLD'T/r 25 (^u/ruj qppdt 250 muiruj m^aairuS jyy LC ld^^l/l^ 
^(3^pP* 

aadmirtr ereodb jp/Qpmjarrtu pCfDi^Qupeufi^u^. 

€J’€i>Lh pL^uuprru^i (^pp ft d} ariHfrir 100'«(^ 20 f^UTtu (^mpma 
seuih SL^^d{^ eSpu^gsf Qaiup/reo i00-d(^ 10 ^u9'o (^^si^pwfrm^ih pud 

Bpp, 

MiSdsrpirir «7«uiA €rdj9ummf /BmiAfnt9j§pth aiojauerreij (^esippp Qptrmmd 
0io aremjiruj eSQ&pp mtrjnxsnJb ^fia&q^pQp pfj6fuj9i)fruo^ 

affmf^fnrsdr j^madasip pumrhdm muQuufrQ QaujpQarciarQ (£^jp 
lutra^ff^nih mftrm^^uTUid) pQuupih tSm/p/ruSwdr marmta ^dfitup/Sfmuu 
pih Mum Bmudm d ujruid) pQuupdb Skkt pu>tijwmmhd> pmik 

mdRm irfiuquuB^ aBpudmtuirm dB^p u^JBdBmrpm , 

d^a^m^Bwpf ii»^i!u|. 

p^ma Mffdmrdj utr^esrih annird 300 ^utriu (yipdi 2,400 ^utnij 
«9j^ ertfiufrpetsTkh p^ma Pu^ird 300 f^atu (ippm» 1,600 ^u/nit ttmpjB 
ptth mmrd p^^ma mu^ird 100 Qppmf 1,000 fQutriu m/mwaB^Lo ua^Buq 

wppaBuffih QtnpQpa^drmut^Quj iB(g^Bpp. 



/Bm 

utrmQsm jg)^ 20 u. g^am §^4Q^pmr,- 

^9smsm |0^flv/r utnmQnSi^th^ tBmmir u/rmBmm u/rmS^gih 

is^uirBCQmmr QpeoQ^th umrth QujpSmpmr, ^esm 

mm erAi^ fiuujijSsm tL/#J^<UT4M&4r«r Qup 0#iu«/J[i 

^Lo 0Amm /mmmm jrrrfgaj mCBm^sfr Bmi^fu 

ir/rm QpSumj/rsZsfT*mh ^^mArntma^th ^uji^dmilefr CL«nrd 

(y^fimpp ^pBmpmr, gBuj gpu/rmfrtSeor Qmhu (tpm>p 
u9m QuQ^Auirmth {firmsfr^r Qinm^/dm/rtfimm ptSs.) 

QirirLDmmtiim Bfitu ufrA^mmtrm j^mm/rLueo Btm QFfru}Ammmmirm ^0 
fimmmDjr muArQmtrQs^ih u/rA(^m Q06B>mim^ mt^aiQmtr 

Qdmmk,u^iu t£ifr^ffiu9^ih Qupe^jih m^mmmmtirA erpui^eoQm 

ekrQih, 

^AmA^ /Bm> 0ii^*£trmrm mi^m imkrumfreo pmi2s(zrm^4(^ muearQmjrQ 
msd mk^u^iupnrm^ih ^jmLC^amutjum (heuGsarQLb. 

^/flmjr Q^/r/s^dm?(srr mmi/r^mu ijQ-ifim 

Qm/rmQ mjqj^LbfrtsrAm^mQmfressrtd mLjIsm fpQQmA^ Qm/rmmeijiji ^f^peifth 
Qp^ujv 0mm>tr pnrAmQm Qu/rjpui^mm a9imfm@ e9pu%m QmA^p mu.^gm' 
ffL^miL.p4fid QmrmmQjih 0i^iXk.&)ijS(^sm QmA^ttSL^QeuearQih^ 

^/uitifrm uirA^mm t6(Si^iLiLnfrA is^ufrtjSiCQmiBfTdQmfroSorQih uupf^tu 
A)0fruesr p^Ar ucssr pmsipmQmtressrQth u^QueiPifir ufraerQ erar ^ih mL^ar 
up^irAm^m QmtrmsvQLh pfTGtr uessrth Q^m'fidmCBmemCkUi meu/rmQuoeor 
u^rtr tLBfiormrrpA Qeue5sru:^ujQ0tu/r(^Lh. 

m0u/rArQLD6sris^p(^ ^^)fsu^ajui/r(sar erpuurr^ ufr^mirdm 0fA 

tf/B0 ^m>uifiuca>u /Bd^iuuuQp^dQmfremQ ^Seo 2 uA(^d^ Cgu)p 
QufrmrrinA si^mQsfrQdad mk^Quifr^eo jb<^uld crput^ ®L-a9ir/r^, 

JSmbrupmdsstirda^ mmirat Q uieh l. mi^AiQiuj^Qp making et^mru^^dQm mjQ^ 
imwmmifi idQ mt^esr GupQ€L€sorQ)iJ[i. (lOO'dF0 6 mili^d^Qu^A Quirmtr 
mm.) 

mi^Ar fio^miS pm^um/rmmB^ /BmAm^ domrrjlmruuGp 

JSidGmfreiarQ t.wr (j^ppm'md^^ eSi^Q rn^/rOmA^ mffQm/esBrQm, (lOO-<!t0 
7 miLu^d^Qxeo Qu/rmfrineo,) 

lOO-<i0 9 0imm4gi 10 euilis^d^Quim tuaq^m aima^d^ib (srdmirjrmarpmsip 
dpekret^uQih mi^esrQmaGdmd mk.i^/rQpAt jpm QeomjfrQptQ QmAum^mm 
^QmArAi Qup(^p QsamrrQp^ Q^AiuQmmiGOmmjph ^fdm o/Ct^ 
m/rA^tuprr £ erpuQumrrmm u^Qfipppd^u) mmuru^md^w m,mmirm 
QmumvQi Qm&rjpm 1,000 0ut(l/ QmmrQpaS 200 f^uirAd^ 

f^msipajamm t^Qudrm/r upjSsrmmm QupQmmimQQmm /Bupp'fiewmQmrp 

Opp 9it£mm&fl^Lh u9iU^frd'B€^^th stDiominr ermQutlQageffl jy/u) uSm^u 
udA umrpmtpQmirm&rQ ap.QuArm^ mirmm GmiiivBLJuppih^ 
miLuatu Q snhu/rmmtrdQ pfm/frmm aSdsfrmim^m (q/SulSlLl^ s/meii S)^P 
u/rm^m€ff}m tsi^ufraf>S\iLL,irm mCtq,mnr ^fruupp (Em/buQ^S^mpA pmAri^ 
mirmm mu.68r Qutrpmmesrwut^m Oup 

^ijluirp eSm^tri^mm 100-d^^ 90 Qurr mL^^uCumfrmQmr, mUAar 
pmm QaFArmBh arQppa'QMjfitu fd^f^LJup (y^iLfrpmfrStuim. 
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(Ttmntlaiioa.) 


AfrttmUttrml €r$4ii mnd erfdii fiteUtU^M 9tmU ti*dtt4if «#s. 


Forpote of lo«n. 


(tf) For agrienUiiral 
expenses. 


(^) For oapilHl im- 
provements and 
permanent im- 
prorements* 


For speoia] needs such 
SB failure of mon- 
soon and payment 
of land revenue. 


For [expenses in con- 
nexion 

sudden deatn of 
oxtile, domesUo 
oalaunities, repairs 
to afi^rioultoral 
impleineiTts such as 
tho leather bag for 
drawing water, the 
attapiment of 

puberty by girls 
and auspioioue and 
inauspicious oere- 
mofties among rela- 
tions. 


For [purchase of} 
lood-etuffs. 


For [purchase 
indigtnoas etot£ 

andaamt. 


From whom 
reoeived. 


Fetty merchants 
and petty money- 
lenders in Tillages 
and merohanis 
doing mnndff 
business in towns. 

1. Sowonis who are 
professional 
money-lenders. 


2. (^operative 
banks. 

8. Those who are 
carrying on 
both trade and 
money-lending 
business. 


Marakkayars who 
give Joans for six 
months. 

Ordinary 

merchants 

1. Fetty inerchanis 

and money- 
lenders. 

2. Persons who lend 

money on the 
pledge of 

jewels. 

3. Merobaots doing 

mundp business. 

4. Marwaris 

5. PallsTetti 

Msrskkiyar 

Sahibs. 


Merehsnfs .. 


Cloit men^sota in 
fairs. 


Bate of interest. 


Ketuarks. 


From 3 pies to 
6 pies per 
rupee. 


On ronditiori that the 
grains grown should 
be sold to them. 


From Re. 1 to 
Ks. 2. 

At As 12-d 


From Ke. 1 to 
Rs. 2. 


One pie per rupee 
per day. 

4 fnnnami per 
rupee for three 
months, 

6 pif§ per rupee 
per mensem. 


From 6 pies to 
1 annu. 


From 4 piea to 6 
pies. 


From one aims to 
4 annas per 
mens«»m* 


4 

From 3 pies to 6 
pies. 


Ml at a profit of 
not Jess than 4 
Simas per rapes 
on each item. 


Cotupound interest 

and* in* 

oolleoied. 
l>isooiuit excessiTS 
in this connexion. 

Should be repaid on 
tho due date with- 
out fail. 

The grains grown will 
be Valued at such 
a low price and 
their quantity 
measured so fraudu- 
lently that the value 
thus computed will 
hardly ie enc»ugh 
even for tho pay- 
njent of interest. 


On condition of sup- 
plying the produce 
grown. 

These are persona 
whose priioiioe is to 
lend money only 
on the pledge of 
jewels. 

Given only to persons 
owning vuluable 
landed properties. 

Land. 

On the exfOtttion of a 
bond, the interest 
[being deduct ed] hi 
advanoe. 

'fbey make a profit of 
Be. 2 to Re. 4 per 
hng ut the time of 
tale. 

Eeoorered in three 
months. 


* Frohahip, * penal inlereel 
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ParpoM of loan. 

From whom 
received. 

Bate of interest, j 

Bemarka. 

For merohania and 

Money-lenders 

From Be. 1 to 

Bepayahle from three 

traders. 

Be. 3. 

to six months. 


Marwarie and 

From Ke. 1 to 1 

Interest deducted in 


Baiif. 

Be. 2. L 

advance. Eepayable 


Naftokkottai 

From Re. 1 to f 

from three to six 


Chettia. 

Ka. 2. j 

months. 


The aforesaid dis- 
ooani firm. 
Disoouiit finne 

A dvanoe interest 
of 2 anntis per 
rupee per men- 
sem. 

Ten months' disoount. 


For agricuiturist/H in the North Areot and Salem di&tricts. 


Hate of 
interest. 

Period of 
repayment. 

Security. 

Conditions. 

ReuEiarks. 

as. A. F. 




rThe specified rate of' 



From 8 

From 

Land, Mitta, 


interest until the 

1 


anitas to 10 

t to 10. 

extensive 


due date. If not 

j 


annas. 

0 12 0 

1 

Do. 

landed pro- 

perty. 
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Produce is not given as security. 


There are no institutions at all whose object is to render assistance 
solely for agriculture. The present institutions are mainly intent upon 
^ earning interest and they mostly lend money in times of difficulties in such 
manner as would enable them to earn profit as they desire. Scramble 
for office, party strife and selfishness are much in evidence in co-operative 
institutions, which are only anxic^is to earn interest as far as agriculturists 
are concerned. The amount, that mav be reouired as far as a perpetually 
famine-stricken district like our North Areot^dis^ict is concerned, can be 
detei^ined only with reference to the amount m rain. 

The defects in the present systems are : — 

1. The absence of institutions and means for the grant of leng^erm 
loans required by agriculturists at a low rate of interest. 

2. The existence of courts and laws, which permit money-lenders to 
earn interest as they please and in such a manner as to ruin the agricul* 
turists. 















im 


3. The ebsence of Any means to prevent the debtor from becoming 
mined by incurring unnecessary expenses. 

4. The failure on the part of cr^itors to ^quire in pei^u» and aa* 
certain the truth regarding the [>osition of their debtors during years of 
failure of monsoon and crops and their inability to protect tliein. 

6. The existence of provision enabline^ the creditor to take possession 
of the lands which are furnished as security. 

The remedies for the removal of these defcx^ts are : — 

1. The establishment of institutions for granting small loans to 
every agriculturist for meaning his requirements (promptly), and long- 
term loans at a low rate of interest for the disclinrge of old debts and 
the provision of means for affording protection to the agriculturists who 
are in distress in times of fuintne on account of the failure of monsoon 
anci crops. 

2. The enactment of n low^ providing that interest should not Ih^ charged 
beyond a certain rate. 

3. The enactment of a law requiring the debtor to gire a certain por- 
tion of his produce towards the debt till the same is cust'harged and the 
provision of means for checking extravagant expenditure on auspicious 
and inauspicious <*eremonies and also the expenditure on drink, etc. 

4. The non-eiiforc‘einent of the repayment of loans in tiiiic>s of famine 
and the provision of facilities for the next cultivation. 

5. The enac'tment of a law requiring the creditor to got the loan 
given by him cleared bv means of produce and prohibiting him from tak- 
ing possession of the land. 

6. The laying down of a condition making it obligatory on the part 
ol every one in the villages to become u member of co-)per«tive crexlit 
societies and deposit a certain amount every week and the provision of 
iaoilitiea for the needs of villages being met from that capital alone. 

7. The making of provisions for the storage of proclihe in ginnaries 

proportionately, for the receipt of Uio quantity riH|uired .ind for the return 
01 the balance. •» 

8. The making of stringent provisions requiring that such of the 
articles as are required for a village and as can be produceil in that village 
should Im? produced there alone and that they should l>c obtained onTy 
through such production. 

9. Unless restrictions are imposed by mewms of statutory provisions, 

kingdoms will go to ruin and disappear • . . , Facilities should lie 

afforded to village hanks to obtain money from such big institutions os the 
Madras Bank. These institutions shoufd get all kinds of deposits and 
also the amounts invested in savings hanks. 

Tlie produce grown in our district is taken away by merchants and 
money-lenders, who stock and sell it thereafter or sell it imriuxliately and 
this is sold by tnurulii doing eominissioti business to wholesale merchants 
who export it to other coiintnes. 

It would he well if an agreement is enU^red into with export cornpaiiics 
for the purchase, at market price, of prodii<*e like groundnut and cat^r 
oil seeds for meeting the needs of the Military, Jail and other department# 
of Government, the Railway stores and companies and if arrangements 
are made for the direct sale of the produce belonging to the <?o operators 
who agree to this. 

At present, the produce grown goes mostly into the hands of those that 
have advanced money. A small portion of the produce is sold on receipt 

money from indtvidnal meiwants. The money required sliould W 
obtained from t major poriion$ on Uie security of goods or from contractors. 


'TTnsntelligible. 

tApparently a mistake for ‘ big banks \ 
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Both iBiernal contract and foreign contract are indeed oi the same 
nature. 

Help ie alao available to merchants in all ways. 

Postal insurance is at present the only means for the remittance of 
mon^. There is also the liundi system. 

The average value of dry land. 

The value of land classified as dry but cultivated with wet crops is 
from al)out Rs. 300 to Rs. 600 and that of dry land from aliout Rs. 26 to 
Rs. 250. 

Lands arc not generally auctioned for the non-payment of revenue due 
to Government. 

Lands sell at about 20 per cent less than their real value if auctioned 
foi the discharge of debts and at 10 per cent less if sold for the same 
reason. 

Any extent of land is sold away for any low price in the auctions con- 
ducted by zainindars. The reason is self-evident. 

Sowcars join together and, with a yiew to usurp the land, prevent 
others from buying it; agriculturists are unable to purchase it and they 
are also prevented from securing the necessary loan. These at times stand 
iu the way of the land l>eing sold for its estimated value. 

The average value of wet land. 

The value of wet land irrigated by channels is from about Rs. .^00 to 
*l<s. 2,400, that of wet land irrigated by tanks is from about Rs. 300 to 
Rs. 1,600 and that of brackish wet land is from about Rs. 100 to Rs. 1,000. 

The other particulars are only as stated alK)ve. 

There is no impediment to mortgagee of lands. There are no land mort- 
gage baniCs, But there are co-operative societies. 

These societies obtain money from district banks which obtain the same 
fioin the central bank and also by means of deposits and loans. They are 
everywhere bent upon appointing the staff, seimring appointments (for 
their men), strengthening their respective political parties, getting rid 
of persons and causes of fear, that appear to l>e an obstacle thereto, and 
causing dangers. This, indeed, forms the major portion of the work of the 
co-operative department (excluding the higher officials of the Government). 

Instead of establishing small banks in villages, banks, vhich ‘Would 
grant jietty loans as soon as they are required and receive the produce, 
sliould be established for certain villages. 

Land mortgage (banks) which can grant long-term loans, should be 
established in different places. 

Facilities should be afforded (to creditors) for taking possession of the 
property and discharging the loan from the income thereof if the loan is 
not properly discharged and, if even that is not possible, for selling the 
pioperty for a proper price and dis(<harging the loan fhemsoWes. 

The capital required for land mortgage banks should be raised only by 
means of deposits, funds from the centrtd institution and debenture bonds. 
The guaranty of the Gkivemment is indeed essential. 

In order to secure the Government i^ainst unnecessary loss, the value 
of lands in different places should he ascertained and loans not exce^ing 
two-thirds of this value grants. If this is done, there will be no room 
lor loss. 
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X^ni^-term toaiui slumkl be obt^uied cm exftotl^ the tame conditioim aa 
are inuraaed in the eaae of Gorerninent ioana and thcoe should be exempted 
frmn the payment of income-tax (the rate of interest should not exceed 
6 per cent). 

lionds belonging to tliose that fail to repay the loan should be taken 
possession of and sublet and dues adjusted (the rate of interest should 
not escecnl 7 jwr cent). 

The securing of long-term loans to a sufficient extent will Ih* laiiUtaie<l, 
if it is provided that no one should, for any reason^ lend money to any one 
at a rate of interest ex«<*eding 9 or 10 per cent, that money-lenders should 
carr>* on their profession only after obtaining a licence, tiiat those, adio 
are found to have charged a high rate of interest, would 1 h^ liable to for- 
feiture and punishment and that those who carrj* on mom^y-Umdiug trans- 
actions to the extent of Bs. 1,000 shontd buy del>entttre Itonds fur not less 
than Rs. 200, if discount. * . . . and t $ii$>uhtfd inf^rtxt are got 
rid of. if arrangomenth are made t%>r the purchase of delHUitui'es w^ith the 
surplus mont\v available in suininN. mittas and tninotV estates and if it 
is made obligatory on the part of agriculiuristM to Ikhmiiiic meiidicrs ami 
to deposit in these hanks a sjiecifieil quantity of their pnaliuc. 

Ninety per cent of the agriculturists are indeeii indebted at piesciit. It 
is not poRsihIo to determine tlm amount of debt unless a separate cHmsus 
is taken. 
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* Uniniettigible. 

t Apparently a for * big banks ’ . 



Written evidenee of M JlJly. V. MUXUJf tHA UANQA BOOS 
Arargal, President, Vaelialcarapatti Oo^^peratiTe Union. 


1 . (y>d&tu uiL^cssTiWf ^iff ^weiT ^/fa/<s/r/f<ffrfL-^ j&jg^co ss0S^l^ 

mrrfstsuu'lQ <F£Auj4<c^eu hSwtSPmu 

Qur 0 «r^(p«it/>/nqti) QupuuiLQ 

miL .a^Qjril sp/r/sfra eesr ^xrreowmsffJei) 12 % o) a/r 6 D.»«€r^^ 24%-Lb 

!^25 €aJ•r^S/Bfrel|d(^^ tufriBsuut^QsijQ^Q/D^, t^fr/jb(^LD 6su.esr^^d^ 

Lf^jr/r(T/BtnL ird QuH f^ ih mjsfr€^jQ<9^/r^^ ^^[..tufresr ^ Qti/fi 

jpLQ IB9DS fFtl.u^skr Qu^^^ih ^soetj a^ihujBSuuLLL^LnCuiLii} Lurrfmeo 

Rult^esr Qurfi^ih iA.frmfSuuLl.Qmj0Q/D^ . f ^0 Q/ 0 a?> ®j/f 04 f/r 

^S^ULSIj^Lh Qufr^ei'/nLj evila^ 0 «^iZ;€);j©(j 6 uC^ij CSjsfrssy:isa>uuj/r.i 

‘Serrii/^ef^d d^uQuirtu ^jrrr Lor^^Gau/r ^jjbau^ Beou/r^sra 
«a»@ 5 «GtfT ^siD/D;B,<$G£rLlO «0 &SiSuup^QQr^(T€smr , ^6u#iouj/ify65®ffla) 

^€\>d^9urresr fifTfiAm €jdje9/B uuj^u.jih ^eo^utu/r^ iAdi t^fruj/tfre9/t(i^ ldjpi 
ui^tLiLD «L-«rtjLlQ ^mrrefrTJTLhu.dM^ ^^mtrrnS fissid^sy 

LJ/r^,^ajLJULlL- j 60 o/Bm^Qiu ^{ruujr^uuQ^^'vn^iiir, tSesr 

^/D 0 WffiuSfh)SCiTini^ (ot.J(mA/s 69 WtfFiTuS 3&tiL^Lh Q^i^eos^. 
miir^/Bn’Urn^iT ss^;b^evtr 

«ay/r^Qa> 0 aTi-, ^unStfltJudi u/Tm(^^ aLLlQ/ro/ ^ ^ ^esieiJ^emrd) 

Q^/r/bu «/tlt 9-«0 e3 mj^iruSdjff fi&sf i^u.i jpferrsts^eu QuT(i^mfr 
^rra ^’^eo€S>Lnes>iJJ lajSLJLiuQ jfriL^d &jh^ €9Qj<^fru9 ^fbr ldJLQs^ 

L£l^9i Q^.lLQ(^Q^ ^€ij€i/u:nLfLh ^05)'S6(s>uj 0 €©/r^,^i) Q^s/rQd 

4SUuiLQ 6U(Jij^&pj^. j©0LjL5?isQd!/r®«^LQ ^freoLCjSro^ftuesr /B^dc^ih, 

<siSl€u^/ru9d^Lh uir/s^uS^evrua^ . 69qj^itii} <^T6ow<Siaff}^ 

69^6^/TUjji^p(^ Q<suemii^aj s9€u<^riu ^frLDf^-yrA(j>^T eStutf’inij ^(r^eQs^mfr 
m./DKtsQ€n’rr cgt/ua t^eu^/rtu^ ,9‘iT^sLCnrarr LDtrirdiSfafbdsfrtLiLb Q^rrev 

eSi s^6^s/fir<Eshsnu Gu/rauwaj/rLd®) 6Slehjrfra9u9^ (ipxrQesrpp^ uitQ 

uiLQ €uiruuQBp^, Lufr^d) ^^€umL..ajfr6gr^u:j Lorr^teo ^nQ<asr Qupj^ih 
^QitSFjT ^eu^s^is^ 100-^0 75 eS/ptb ld^lj&dusQ^/tQ/b^ld diGu^rruSjSeirr 
^a/«Fir fi<su©/A&»r iIlLsuul1.Qw(^^p^ , ldt^cos'^ jb^6u 69/bJ96nr ^lduilo 
uT/T/djp wu^BJTLDfriLi sS/bjfiih iiSlMU^/ruSuSeifr (ipek(^^ ppjd^Qev^Suj Qjbtrds 

^irrrLDjB/r/fUjnh iS«ua)/r ^Lhujb/suuiii^mut^^ 6FLL/rfr 6Vf3m^^ufr*u 
^^60 696ki^mu &eoi^d(^ s/reo ufr6B(yhLh^ Qfioa' Si^istr 
ji/rdeB ^ss)jr ursQfiLh §)dff-^ih u>pp ^6tiQjd(^ ^iriouirSQj^ih QAiekm^uj 
,^0a0u>. 

S)ijQufr(^^ 6m.ilQp€iij g}ujdsih pL^pQp/Sfeuqi^fkj^co ua) 
g)(n$d&mp6Br, Beo ^is/mfwS&fiQeo S^uQu/r^^ ^QP6i9a9(gp,^^(^u) fSfiib 
^ggth (i^u/r/rLlQa5«ru/r/fa€rr siLQuufrQih eQWfra-iiSsmRssr s^6Jirpa>p pcsfFlp 
P0ir*u ^eoieo. 

Ou/r^n/ruj 6Beu^inS^m ueo afrofub O^/rilQ sudruuQ 6uppJSd) 
gS^Siu ^msth €h0irumruiir€sr6iji^€k OfifL iUfrir&iedidr mi^^aa^Qufrds S^tuwo/rjf 
/ffriiS(^d8p^. Qu*r^Muj ^ih^itd^d(Q 500 d9f^p^ 1,000 q^tnu mmir 

ptrm mu6BruiLQ6urrL^fr Odujiuuuu(d^(g8p0, ®^<s/r^db Clap 



uO;^jytti0^(gp/f««r« 04®^ «r4fiS>r jBmmuiiL^^imf 

LM) #/r€i^«/r/rj«tii^<iir li)(3^^4Q«riirr4#<}u4^iu 

.idOTi»^L.a«M^i9Liu,S046;D^. >i«u utrmi^m «tf«»#ffii94if||40 

^ui^frmr Q^mmSum 

mumuL^tr^ ^mnenoj ^fffr€iith <r.ii}#^fi(?ai(liu 

«;b?tt/<f/r4!dit9«^ «*'0u>/r«r /^Mp 

0^ v^«AU4. 4^0ULii^«Q«/rffidK0ti} mireujimjs fi^A/#.raS)^0 

&mteorr^^ Q^mmifiiuihQ4k!T(ii4^ «i#(/a/cAro;)u>, (Iai^ 

^ira^gi ^0ir^Lh (yimQmrppuimL,tu g^dOtu 

^tad^p^/BuQ^ttm p fj^urdmu) (t^p^uj 

mwm^Lh Q^atfrii^u cr0^ J!iK>p, 6t€iu0s>u ^peSliimiSi^stija 

^u'befrQ^uj^LD eQ^^(ru9i6eirr ^ihfy^mjp ^tum^kQu^ Qwp 

utr^ppttuppndi Q^ffiuumt^€un/rdtm^ ktjj'tru^ih Q^ffi^Qpirdi 

0Lb, (Jp^ih (y>d^Q&jrppL[i€0>i^iL^th, u0aL/^Lb p4m0fnu «;^tt/#/rii$««r^«ivr 


(Traiisiiution.) 

] ,-Afji fvultuinl iiiiltf itml (icdit JtniLtus Joi small tntlusiHiS, 

1 Kinjim’(‘ IS <)l)tainccl honi sow cars anil im)iK*> -^'^nlmi; fiiins ill 
iinporiaiit towns. It is sometimfs olitainisl lot aiinoultural e\ja*n.scs in 
tin. shape ot things as well. 

The rate ol interest iliaigeil on loans, whieh are giM'ii onl> tor one 

yeai , i'^ i*i per rent at ordinary times and 'ii pei t ent at other tunes. 
Loams arc obtained t*n the seeiinly oi promissory m>les, on (In* mortgage 
ol immovaiile properties and on tin* pledge ol lewels. lint loans, wliieli 
are taken lor agruuitnrai e\pensi*s. art* oldaineil on the seeiinty ot the 

lirodtiie. 'riiough the period ol repax meiit is fixed in wilting as one >ear, 
tliose w tio are generally keen on the lolleetion ot interest go to the th resil- 
ing floor at harvest time and lake possesMon of (other th(> w h(>h» hrmluiH* 
ol a portion tlier(H>l at a low priee On aeeounl ot (Iuh, landhohnirs at 
tiine^H denxe no henefit whatever, hut an* oliligcMl to go in for a Ipiin 
again tor the puxineiit ol the next instalment ot kist 'riuis, tlu‘y lieeoine 
hcuxdlv involved in debt in eoiirsc* ol tiim* and are even driven to tlio 
ueeesaity of selling axvay the land Ix'longing to them. Having no other 
means of livelihood, they are then oldig(>d !») accept >er*fi*.’i‘ under hig 

ivgrieiiltnrists and thus spend then Ida. 

The Goverumtmt, the Imperial Bank and eo-operuLi\e siMielies giant 
loans to agneuituri.sts to the extent they i‘iH|Uito at a low late ol iiiU*rest, 
xxith due regard to then hiiatieial position. WlM‘iiev(‘r an ngrieiiltiirist 

asks for a loan l>eyond bis ineniiH ol repayment, n smaller loan is granted 
to kini. Further, the period of repayment is fixcnl .v it limit pri»judiee 
either t<j these institutions or to agrieiiHnrists. Fnlike sowears, iheni* 
( co-operative I institutions are striving .solely lor tln^ adv.'ineemeni ot agi i- 
tulturints by ofToriiig atlvice to tJiem at eultiyation time in rtspeef ofiirticletly 
inipiemenis and inanitres recpiiriHl for iigrit'itltnrHl purposes and by sug- 
gesting other means whieh are eondneivi* to the promotion ol agra'iiltiire. 
They theinHolvf»s fake [losscsssion of the produce alter liarv *st ami advance 
money to agriculturist.s at the raU- of 7o per rent, of the ^ ahie thennxf for 
enabling them to meet urgent iteiiiA of exp<*n(litiire. The prodm*!* is sold 
loi a profitable iirkxi at the proper time and the advancemetit of the 
ngnculturist is always kept in view. 

A sum of aliout one lakh of ni|>eeft will Ik* ret^uirod a.s far as the Kiininad 
district is com'erned. tL^e-fourth of this amount will l»e rts^iiiired for agn* 
cultura} expeniies. one-half for the disc-lmrge of old debts .ind fhe remain- 
ing one-fourtli for other ex|>enses. 

There are at present several ol>i»tael<»« to the working ot the eu -operative 
mevement. In tiie ease of certain wic’ieties, the rules ^hieh are ifi foroa 
at present and the restrictions imposed by the department are not eaten** 
lauid to redress the grievances of agriculturists. 



kn agricultumte for a long time been involved in debt^ it liab 

noi been j>of«!iiblo for co-operative societies to diaeliarge Uie debt of tliese 
a^icuitunata soon after tJioir eatahltahinent. Only a loan ranging front 
500 to lU. 1,000 in generally granted to an agricult uri::»t. Hitherto, 
tiiese loamt were Itetng granted for a kmg period, but tile period of inpay- 
ment has now l>een fixed an five years. As a consequence of Uiis, the agri- 
culturists, without being l>enefited iti any way. are obliged to become en- 
tangled again in the clutclicH of sowcars and to suffer Itetwocn the frying 
pan and the fire. It is only the land mortage bank that is (K^neficial to 
agriculturists. After the establishment of these banks, the period of re- 
payment of loans hy agriculturists should 1^ fixed with reierence to their 
income and all facilities afforded to them so that they may obtain the full 
amount of loans required by them from the societies alone and nowhere 
else. Agriculturists cannot attain progress by any other means than this. 
Jf departments such as the agricultural and veterinarj' ilepnrt incuts, which 
arc* allied to the co-operative department, also supply manure, seeds, 
ploughs and other articles re(|uired for agriculturists and, if th*>8e thiee 
departpients supervise tlieir needs, agriculturists and villages will prosper 
and the country' will attain progtess. Monsoons also should come in time 
to the rt»scuo of agriculturists. 



Written eridenoe of the Secretary, the JBgmore Benefit Society. 

Vepery Poet. 


1. This NtRiety ju;st m tnuch other so-ealleil iiidigeiiuiii^ Uutikts but 
generally ealleil nidliis or tuiuls lend inoiieyii rouliaed liv de|K>siU eurrmiU. 
fixed, and savings on mortgage of immovable properties situate within the 
original civil jurisdiction of the High (kinrt of Madraa. on jewels, (Mvernmeiit 
proiniHsory-notes am) Imnk shai'es to the extent of 7o |M>r cent of the 
estiniatetl value. 

2. Si» far as we are await' no sueh iitntiicing directly eiiher tin* ugficiil- 
tuiv. trade or industry is uiidertaken by any of the institutions w^orking 
on lines similar to us. But loans are being granted on the seeurities 
luentiomHl in paragraph 1 which in many eases are utilijccnl for trade, industry 
and agriculture. 

d. A.B.C. Tiiis information may f)c had from the Kegi>l^ar of Joint 
Stock Coinpanios. 

1). There is ahsolntely no relation between one fund and auotlier and 
letween funds and tin* Imperial Bank or other hankN in the <*>untry 
save that current account is o|Kme<l with them. Vs a matter of fact thiH 
society has current account with the hitp^niiil Bank of Indin where large 
balances are allowed to reiiiaiii while the hank, we rt'gret to say, dtn'W not 
iUhm us any interi'st, altliough the other joint-.stiK'k Imnks allow inUnvhi. 

4. The society d<K*s not deal in Ituiidis imr allow cash vied*' Saini>)e ol 
deptwii receipts and proinisHory notes are herewith sent lor \our infor- 
luution. 

5. The method of granting loans of this society is as lollows: - 

fl) Granting vyhut arc called regular loans in which the borrower of 
say Hs. 100 is reuuired to pay I per <‘ent of the loan every month for n 
period of 79 months or such iH^riod that the dirt'ctors may fix having regard 
to the profit of the society when the monthly payment and profit amount 

Rs. 100 in addition to the interest at Gi |ior cent per annum during 
such period. 

(2) Special loans in which the borrower is reouinal to [my inoiitlily 
the atxTuing interest at 9 per emit jier antintii. If however he sliould pay 
any portion of the i>rin<*ipal sum (one riipiK? f>r more) interest is eburgod 
oii)y for the bulam*!'. Such loans on iniinovahle properties are grunted by 
way of simple mortgagt?s or mortgages with pos.seHsion in llio disireiioii 
of* the director.s. The forms of mortgages an? herewith .vent. 

By means oi subscription at the rate of Rs. 2-S-O a share per 
mouth whieJi are virtually saving deposit and by receiving dejaisits. 

Curmit deposits are receivcnl at 4 i>tM* cent per annum aud fixed det^iU 
at 6 per cent. Savings deposits at such rate as works out at nf>oiii 8 per 
cent per annum — vide puragraidi 

6. The society is not granting loans cmnteinplated in this ciuestion. 

7. So far as we are aware there is no prejudice against societies work- 
ing on lines similar to us. On the other hand societies of iliis kind are 
very popular as they enable poor and middle classes ir» save money by 
monthly subscriptions which bear interest at alK>ut 8 per cent ]>er annum. 

(2) In our view societies like this are not sufficiently protected in law as 
the courts seem to think that tlie charging of compound interest in 
motithly rests at a higher rate than the interest on the piinctpai is not 
enforcible in law. The courts seem to think they are penal liut for the 
proper working of such sodetiee it is necessary to diarge slightly bi|^er 
rate on the interest M]^ab1e every month in case of default having regard 
tc the additional work imposed on the society by reason of such oilaiMt. 



Legal facility could be afforded to the »ocietie6 of thb kind by exenipi- 
«fig them front »tauip duty and regibtration charges uiid onvtiiubraiitM <7erti- 
iicatc fee« a» allowed to co-operative i^'ietica. In fact the .pieties like 
ihih are considerably handicapped by reason of the exemption granted to 
co-operative lYank^ which work on the *»ame line ns this soeit?ty. 

The dealing of this class of banks are conducted on very sound linos. 

B. (1) If the exemption referred to in paragraph 7 is granlod it wotiM 
considerably enhance the utility of the institution inasmuch us the repay- 
ment ot the loan is exteiidcKl over a longer period of >7:) inoiitlis) ihuii 
allowed under the to-operative societies and the interest, via., 6i i)er cent 
ihaiged on regular loans is consideratdy cheu|>er. 

<2) The answer to this question is found in answer ill;. 

V. So far as this society is <‘oncerne<l the net return will appn>ximatciy 

iwr t?ent. 

10. On many (Kxrasions the soi-iety was not able to meet ail detnauds lor 
loans oaring to the insufficiency of funds. It hud to approach the lijii)ciial 
Bank for overdraft which it refused to give although the society had paid- 
up capital exceeding Iliipe<*s .six lakhs, the investments of which are on 
sound s€?curities. 

11. Wo would suggest the tle.sirability of a central reserve hank witli 
which the indigenous hank may 1>e connected so that the central bank may 
accommodate in time of need and Ik? utilized as the hankers’ hank for the 
indigenous hunks dei>ositiiig ail their csdlcKtions on which a small perc^ent- 
nge of interest may he paid. 

In this t*onnexioM, wo may point out that this society hud large (?ash 
haiances M'hich it could not utilize for a considerable lengtJi of time ami 
in such cases the central reserve hank may well utilize such ba!uiK*< s allow- 
ing overdrafts for other societies working on the same lines as ourselves. 

To inspire the confidence* of ilic indigenous hankers we recoin meiul llie 
utilization of the local knowledge and experience of the indigenous bankers 
by taking os direcioi’S representatives from the indigenous banks of certain 
standing. 

The competition can be avoided by the reserve bank lending sum.s of 

Us. 10,000 and upwards only. 
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Written eridenee of C 8. 8. EAM Ain77A]( ArergAli 

Bx* Assistant Cashier, Central Bank of India, Triplieane, 

Madras. 


<Si(u/e bank of India. 

Taking^ from the top 1 think that if a resone hank or Stato hank U 
floaUnl with tJio object of renclerintt help to other indijsonoiis banka, will 
fto a long aay in solving many a nifficnlt probloin. The littuiifni of Uiia 
u^rve or State hank should lie — * 

(a) to safeguard the interest of the indigenous banka, 

(h) Ui stipulate the hank rate of interest, 

(r) to control currency and issue notes (including gold rurveuey), and 

{(I) to appoint independent auditors to audit other hanks in detail 
once in three months. 

The aim of the reseiwe or State bank should not Ik^ one of making huge 
profit or to coin)>ete with other banks but should as hankers* hank. 

All the lianks should deposit their reserve fund with them instead of 
in G.P. notes or gilt edged securities as they do now, for thoM* MH'uriti€*s 
are the cause of huge loss to many hanks owing to their fluctuating t-end- 
oncy. 

The current account in the State hank should carry no interest and 
rhcii fixoi! deposit inUnest should not exc'etnl .1 |K»r <tmt. 'riicir ftdvanc'es 
to other hanks should not Ih! more than 4 per csmt which in turn wilt help 
the other banks to invest these sums at not more than 0 pet cent. 

A gold cuirency is neces.sary to India in order to manipulate its own 
exchange and this will go a long way t<» solve the exchange dtfhcuUy in 
India and also facilitate tin* bullion business which Is a monojiofy of 
foreign banks, 

Itnilways and Governnient treasuries should deposit then’r surphis money 
with the reserve bank. So much so the .State bank sluuild txmibine in itself 
the currency, (ioverninent treasury, publie deV»l ofliei* and the function of 
bankers’ bank. 


Federal Imnk of India. 

2- N'ow coming to the indigenous bank I venture to Kubmit (M»rtnin 
olisepations which strike me as good for India. There are sevcwal hanks 
in one city and every one of them stands to loose in their com|>eiition with 
each other. For iiistanc*e. a borrower borrows inon€»y In more than one 
bank witlioui their inter-knowledge and when bo coined to trouble, all the 
Imnks suffer only in proportion. Bo I think if all the indigenous banks 
including Imperial Hank were to amalgamate thomstdv^ ns a federal bank 
they will certainly lie in a jiosition to omm branches in all difitric‘t towns 
throughout the Presidency' as well as Inciin and tjieir liorrowing and lend- 
ing c^apacity will lie increased to a great extent. Their risk la^ mitii- 
miscnl with proper handling and the siijiervision of the State bank will help 
them to a great deal. 

The funetion of the fcnieral bank should lie — 

(a) to discount boru' fide trade bills not exc?eeding ninety days, 

(b) bills of exchange, 

(f) ,, give loans on approved secairities, 

id) M joint signatures not exceeding sixty 

(e) .. allow clean eaah eredita or overdrafts only to very 

persons, very rarely and not exceeding 30 day*, 
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(/) to give kiaii8 for smalt bona fide traders on the deposit of their 
hotiae title deeds as collateral so that these small traders may prevented 
from going to Mooltanee^ Marvraree or Chetti hankers. (These leaiis 
fihonld be encouraged only as short loans for 90 days)^ 

(0) the federal bank shonld diacotirage as far as possible discoimting 
Marwaree or Mooltanee shroffs bills and Chetti loans for these pecmie 
secure money from the banks at a cheap rate of interest and invest the 
same with small traders at a very high rate of interest. Further all the 
Chetti loans find their way Ui foreign market for investment auth planters, 
minej*s, etc., of Burma, 8ingaf>ore and Ceylon. Tliese capitalists must find 
a new source of investment for their capital either in industry or in commerce 
witlun India or should reducM? their rate of interest. 

(h) to collect bills on commission, to take np agency or to represent 
any foreign Ijank, 

(1) to advance on merebandiso with goods in tlfeir poases^ion oi* on 
warehouse receipts given by warehouse's for goods in their possessions, and 

(j) to do bullion business and to enter into any forward contracts. 

JndtiHfrial hank of India. 

There is ample room for industries in India and for instance in Madras 
lakhs of tons of groundnuts ai*e exported to Europe ; so also skins and 
hides. With an expert management required, machinery and capital an 
oil crushing plant can he installed and worked out here. So also tanned 
skins goods can be maniifat^tured here instead of exporting these hides 
and skins to foreign countries whore they have to stand a competition 
in public auction and thus subject to loss in value. 

India will be in a position lo quote its own value on finished goods. 

In order to help the industries an indu.strial hank is necessary imd 
should lie floated as an all-India concern with branches in all provincial 
centres. This hank should secure the servic'O of industrial experts from 
foreign countries and ea<*h branch should possess one such expert associat- 
ed with its inaimgeiuent, whose function should be to see if a particular 
industry could be encouraged at a particular centre with success and if 
so how far the industrial hank c*onkl help such concern. This industrial 
bank should in turn l>o helped by the State hank subject to their condi- 
tions. 


.4 g ricnltirral hav 1: . 

India is chiefly still an agricultural country and as such an agricultural 
bank is most essential. Hut these agriculturist banks sJiouUl Ik* floated in 
overy district with headquarters in their district centres and with branches 
in oveiy villngc. The agriculturists as a class are vor\ poor people and 
they suffer by want of funds <luring the sowing and cropping 8ea.soii. 
Sk^arcity of water-supply to the lands, insufficient wells, untimely rains, 
and want of proper mainnx* are the chief handicaps for the agriculturist. 

The function of the agricultural hanks shonld l>e to advance slmrt- 
loans to agriculturist during tlie seirson a certain percentage against tiieir 
lands or cixips as security to enable them to dig wells, to purchase manures, 
etc. 

The agricultural banks shonld l>e helpetl in their return by State bank 
subject to their conditions. 

N.B . — Since writing thivS, I find in yesteixlay’s paper the Government 
approved the land mortgage bank which is Government at present. 

Foreign }mnh». 

I include in this all hanks floated with foreign capital managed and 
controlled by foreign board of directors, ^ley are pioiieer.s in the field 
inasmuch as* they were first to stai*t foreign joint-stock banks with branches 
all over India and other places. There is no nse of denying the fact that 
India has l^mt and had to learn a great deal al>out the primdpal of 
baling in modern lines only frmn tliese foreign banks. Hence it is 
neither prudent nor advisable for India to ask these foreign capitalists to 
go hnck with their bags and baggages. But at the same time these foreipi 
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cspitalkts dtoiild sympathetically realise that India has come to learn a 
great deal from them and it will be naturally against their sense of honour 
and patriotism to allow them au^' more to exploit India. Under these 
circumstances it will be extremel^^ good for l>otb if they were to come to soma 
sort of understanding and strike some via media, so that Iwth may share 
the profit with mutual advantage. I would suggest the following proposals 
which if suitable for both will help both: — 

1. jAll the foreign banks should possess nn Indian branch of their head 
omce m India. 

2. All the foreign haidcs should issue at par half the share of their 
Indian capital to Indians. 

3. Some Indian direciot^s should l>e allowed to associate witli the Imaix} 
of directors at Indian branch of the bead office. 

4. Dividends should )>e declared separntely for the pmfits earned in 
India and a separate balam^ sheet should lx* i.s.siiod on r'jpoe basis after 
allotting for reserve fun<l and eliarges and some peiwntage for their H.O. 
at home, 

5. They must encourage and train Indian officers for any j>o.st. 

6. I think with these conditions ilu^' hauk.s wilt 1>c Hemi-liidianisc<l anc^ 
1 think this will l>e a great stop forward. Subject to these conditions the* 
must l>e allowed to do biisinc^ss as an inde{)etulent hodv. State hanks need 
not interfere with them as their IJ.O. at Home >vill look t4) their working. 


A udifg. 

2. This audit should ho iiidei>endeni and should submit their report 
every (lunrter yearly eitlier to State bank or t-o tbe («f>veriiinent and n copy 
should l»e sioit to the respiK'tive bank conctoned. 

They must be ojiipowered to check not only the account.s but also tho 
instruinents is.sued by tho dire<*toi*K for advances, limits, etc., and any 
doc'uments. securities and merchandise goods pledged to the bank. 

Any defect in the system of advance or shortage in gocxls pledged, 
must l>e brought to the notice of the State hank or Government whoever 
are authorised to appoint .so that they may take imincxiiaUt sU*p to s<Me 
the things are rectified l>efore they take a huge proportion. 

These aill go a long way to check effectively any fraud at its commence. 

This audit department should l>e established either bv reserve bank or 
h> Government so that they may l»o iudejKjndent. If the res*Mwe hank it 
empowered to api)oint this department, the cost must he met by them and 
in tprn tlie Government should exempt the resen^e hank from income-tax 
by a special Act for the supervision work they do and after all they are 
only hankeiV bank created for the purpost? of helping other hanks. 

Now*. I have trome to the conclusion and i have not w’ritien anything 
about co-operative hanks^ for. 1 believe, they should not 1 m^ disturl)ed from 
their present work. Finally, f believe my idea of federal bank is not 
impracticable but useful. All the same, 1 think th^^ arguments hold g<iod 
'for the indigenous joint-stock banks in Uie al>sence of federal hank. 
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Joint Memorandum of the Secretary, Madras Central Urban Bank 
and the Secretary, Madras Prorincial Co-operatiTe Unioil* 


L — .4 orkultural finanrc . 

1. Thero is nothing that can i>e called a system of egricnltural fiminee 
in the Province. The money-lender is the chief source of finance and the 
coitiviitor makes no distinction between expenses of cultivation, iH^rinanent 
capital and emergency needs. The chief defect of agrieultiiral finance is 
that there is no oc^onoinic background for the loans and in no ca^, is the 
source from which the repayment should come, demarcated either by 
the borrower or the lender. 

The rate of interest is usually l)etween 0 to 24 per cent, but there 
ci'o violent variations from district to district and even in the same dis- 
trict. As a rule in the deltaic tracts, it is less than in the dry tra<?ts; 
but nine and ifiree-eighths per c^ent at which the cf)-operative scKieties lend, 
IS not available to any nppmiahle section of the agriculturists cutside 
the co-operative movement. 

Regarding the period and the security, the loans most commonly l>egin 
as loans on personal security on account, or on pro-notes. They develop 
into mortgages ns interest accumulates and the loan swells. In the ease 
of the shoi*t-term loans rejiayable after harvest, the loans sometimes carry 
heavy interest in the shape of grain and when coupled with forward con- 
tracts, the piwlnce is sold to the money-lender at rates very much htdow 
the market rate. 

The Govemment’s in agricultural fiivance is played under the 

provisions of the Agriculturists' lioans Act and the Land Improvement 
Loans Act ; hut it is sad to note that the amount advanced to the O'ots 
under these Acts in the Province is absolutely negligible. The clifl^culties 
cH)nnected M*ith tlie obtaining of these loans, such as, the leakage in the 
process, the delay and the inquisitorial scrutiny which precede the loans, 
make the loans unpopular. 

Recently since 1925, the Government liave lent about four lakhs by 
the purcliase of del>entures in the land mortgage hanks and they have 
now come forward to guarantee interest for 2^ years on the debentures 
floated by the central land mortgage bank within the Til's t five years of 
its life, to the aggregate value of fifty lakhs. 

The Imperial Bank of India does not directly finance agrieulturd but 
advances largely on produce. JJome money-lendei's ai'e knowm to borrow 
from the Imperial Bank; it ma.y be on approved trade bills, to lend*out 
the money to agriculturists at rates varying between 12 and 24 jicr cent. 
Hitherto, the Imperial Bank of India has been accommodating co-o|>erativ6 
central banks on the security of co-operative paper, the extent m sudi 
accommodation beiiijg; about 50 to 60 lakhs. It is a matter for i*egret that 
I'ecently, the Imperial Bank of India has notified its intention to withdraw 
this accommodation completely within five years, reducing it by 20 per cent 
each year. The Townsend Committee r^ommended that this accommo- 
dation should not only be enhanced, hut also fixed on a statutory or 
con tactual basis. 

The joint-stock banks finance loans on produce chiefly to merchants who 
arc middlemen. Co-operative banks are the only class of banks whk^ 
finance agriculture. The amount advanced to the meml^ers of the agri- 
cultural credit societies is between six and seven crores in ^is Province. 

The bulk of agricultural finance undoubtedly comes from professihiial 
money-lenders or sowcars in the villages and in the neighl^n ring towns. 
Itidigenohs banks and bankers, as distinguished from money-lenders or 
sowcai's directly finance agriculture only to a small extent. 
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Hftefe are certain localities whore these tudigeuoiis hankers do fiiianee 
Uie rj^ots of neighhonring villages, hut mostly they <*ollei*t capital and i$etid 
it to places outside tli© Province like liitrtna and Straits Setilenietits. They 
aieo unance internal movement of emps. 

The uiercdiants and <tealers who finance agriculture aie mostly loi*cign 
export houses. There is prac^tmally a ring formed ami exiepl through 
ibis agencj*, it is not found possible eiUier to market the crops profituldy 
or even to ship them to foreign countries. The growei's of some csjnuner- 
eial crops have now l>eon i-educed to the position of indenturcHl lalioui'ci's 
on their own fields. 

The estimate of total I'apitul reciuired for cultivation cxirmiscs ami 
emet'gcncy noeds mentioned in purt« (<i) and (b) of question 1 cannot 
caicuiated with accuracy. At present, out of the six ,’roics lent (»ut to 
rural credit sociotios, more than thrw crores are lo(*ked up in iliscliargo 
of prior debts and the like. Assuiiiing that the other three* cnircvs are 
circulating to finance agricultural industry, the mH*ds of the villagers not 
served by eo-0|>erative soeieticjs and of all the inliahitants of a village who 
are not inemiKjrs of co-operative .societies, even where they exist, may l)0 
easily put at ten times that amount of throe* crores. I'his figure, when 
test^ with reference to the estimates of cultivation ex|H*nNe.s «*n dry and 
wet lands by tli© scttlonicnt officers will 1>© fouiicl to l>e an iiiulerestimute. 
According to any calculation, the c'apitul reqnirc*cl for ugriciiUui.it bctisonaJ 
expomses cannot Iw less than «‘I0 ctrores for those cultiv^>i*s who are out- 
sicle the co-oj>©rativ© niovenient or roughly forty crores Hr the emiie ryot 
population of the Provim’O. It is probably much more. 

The periuuueni cai»itul required for improvements, in purchase of lands 
ami tho like, is nut capalde of determination, Viecuusc* there are no dala 
or statistics in the Agricultural dejmrtinent ; such statistical information 
as is maintained in some countries is totally absent in India 

The main defect of the present .system is that there is no organ isccul 
agency to advance capital and credit to the agriculturist. 'Mic uhole aim 
01 each of tho money-lending agencies, except co-operative Niw ielies, is to 
make larger profits; tlieija are no effei^tive cht^cks on the raU*s of interest 
charged on loans to cultivators or on oppressive luirgains, except the gene- 
ral machinery of the law courts to relieve ugiiiii.st penalties and uncons- 
cionable contracts and the relief that is given by this machinery is uliso- 
iutely negligible and doe.s not avail those who do not resort to ixmita. 
Litigation even when it ends suc-cessfully is more ruinoas than the fulfil- 
ment of an usurious contract. 

An organized svsteni of rural credit now obtains in most self-governing 
countries, especially in the dominions like South Africa, Australia and 
New Zealanci, whase main function is to find money for ugrit ulture and 
discount agricultural pai>cr. Tho federal Viunks in IJ.S.A., and ihe Agri- 
cnltural Credits Act of llt28 in Ktigland provide rural c rcviii. In India, 
the whole banking .system is confined to cuunmen ial bunking \ ery often 
to Jbh© detriment of agriculturists. So, the defect of the sysuun can lio 
aummed up in one woixl — the alisence of a rural credit agency in the bank- 
ing system of the cxiuntry. 

There is no co-<irdination among the various credit a/miu ies Micludiitg 
the Government. There should lie co-ordination lietwcfn tin; State bank 
and th© co-oi>erative societies. Without a central reserve bank for India, 
it is not possible to co-ordinate the e.xisting banking agenc ies and corre- 
late circulation of capital to promote agricultural industrk'S. 

2. Marketing, --‘The small prcKlucer sells his produce at deflated prices, 
parting with some portion of it to tho loc-al money-lender ainl the rest 
ic the middlemen in tho nearest marketing <t*ntro. In the ca^^ of win- 
tnercial crops, in many instances, they are sold through forwurc conlracts 
to foreign nouses who advance capital, even l>elore the crop is up. In a 
smuU number of cases, the produce is stored in godowns locally and acHanc^ 
ore tnken from the banks and held up for a 1 ai^ou ruble inark'H. 1 here is 
no organiaed system of marketing anywhere in this Province, t <><)|K5rativo 
niari^ting is not tried anywhere to any extent worth nieniiomng. Ibero 
is great scop© for co-operativ© effort generally in iiiarketiiig produce, 
apeciatly of fli© commercial crops. There are no x>ools and the pc»unnititt©i| 
w funning pools are very great. The grading of cro|>s aud tueir pr^a^ 



taiion ior the market develop frith the forming of poob and the &yateut 
of auction which is tried in some places has been found licupdeUd to tha 
producer in the way of fetching better prices. For instance in the carda- 
Itiom societies in Madura^ auctioning is tried with advantage. The fomif- 
iion of {>ools for the marketing of commercial crops on a co-operative basts 
IS very desirable and should be encouraged. 

Credit facilUiei for marketing . — ^This question must be answered from 
thC' standpoint of whether the trade is export trade or internal trade. 
Most of wo export trade is chiefly financed by the exchange banks and 
commercial houses. Thcfse houses have their awn finances or df^Hfud on 
exchange t>anks and to a certain extent on the Imperial Bank of India, in 
an indirect way. Really, what suffers is the internal trade and the ox^rt 
trade of the iiuiiaa prmlucers and the Indian merchants who are not linked 
to exiiort houses. The exchange hanks mostly finance European mercantile 
export houses. The lini>criul Bank practically possess a monopoly having 
branches all over India, and therefore facilities for molnlizing money from 
district to district through the various hranchos in the csiuntry. The^ 
joint-stock hanks that exist are detached liodies linked in no way to each 
otiior and therefore cannot mohitixe money except through the Imperial 
Bank, if all these banks are organized in such a way as to work together, 
they could facilitate the remittance of money from one end of the tK>untry 
to another. There are fortunately central co-operative hanks almost in 
every district in India now and all these could l>e linked together through 
their Provincial ^ganizations to mobilize their resourc*es through the aid 
of the State haiflr. If they are pej*mitte<l jbo discount hills and advanc‘e 
moneys on doc^uinentary hills, then the facilities for marketing would un- 
doubtedly Ih) improved and made cheaiter. 

The facilities existing in the <a.se of foreign trade are those created by 
the exchange hanks discounting hills drawn against goods that are shipped 
to foreign c'ouutries. The facilities for internal trade are very few. Foi 
example: Jf “A” dealing in piece-goods sends goods from 5ladrns to a 
village ill the interior or vice versa and draws upon the local ine?'cbant, 
those bills are not discounted by e.\change banks, because there are no 
banking facilities. On the other hand, if the same “A ’ ships goods to a 
foreign country and draws ujion the foreign merchant, he readily gets 
them discount^. 

Existing facilities for internal remittances are: post office demand drafts, 
cheques, hundis, R.T.IU, supply hills, telegraphic transfers and cash renjit- 
tfonoes. The co-operative hanks have not developed facilities for eficcting 
internal remittances. Such facilitien siiould l)e given to coK)perativo hanks 
for cashing their cheques at the Government treasuries at a reasonable 
charge, if sufficient setniritios are lodged with them. It will go a long way 
ii at least the provincial co-operative hanks are allowed ia do this, for 
the central hanks can operate through the provincial banks. It will 
expedite loans to agriculturists and make rural societies more serviceable, 

The hundi is the mast important inland hill of exchange for inter^ial 
roinittanees. The co-operative banks slioiild he nllow^ed to do hniidi husi- 
nessT for remittances. The claim of the co-operntive urban banks is cvjen 
stronger, as they function mainly as the small tradeisi' hunks. 

Negotiiihle instruments . — The hundi, the chief inland bill of exchange, 
as is weil-know^n, is either to hearer or to the order of tho draw'ee: and 
either of them may be demand or usanc^e bills. The co-operative banks 
not having been encouraged to deal in these bills, this bank is not at 
present in a position to give any further information; but tho necessity 
for the co-operative banks developing such business is strongly urged. 

With regard to the eucouragement of the use of these bills, the sug- 
gesfi^ns which w© have to moke are firstly that the stamp duty upon the 
usance bills should be ]*educed, the schoduled rates in article 13 of the first 
schMule to the Indian Stamp Act being in our opinion high, secondly 
nec^iation of bills drawn in the vernacular languages of the Province 
inust be made far more easy and banks should employ competent officeiv 
knowing the vernaculars. Hie insistence on a vernacular signature being 
attested before a Magistrate and other restrictions discourages in nraetfoe 
bilhi drawn in the vernacular. To populaiize bills of exchange and extend 
jtbeir use^ the insistence upha their being in the Eng^i^ iMgaage fb^pld 



bo ioUkoc), the |iertt»iUgo Englitih-knowing |>opuUtiou is infiiuttesi* 
mai and oacourago^nt of banking habit among iho )>ooplo cannot ba 
achioFod through iSnglish. 

Ihc legal position of the billa of exdiatigo in the vernacular laiiguagoi 
in use and the aoll recognised incidence attached to then) by local cuatoiii 
and oaage which are invariably acted upon, are clearly cxplaiiioii in their 
treatise on the Negotiable Instriiincuts Act by Messrs, lihashyaiii and 
pages 19 to 24 (Fourtli edition). 

3. T’a/nc of laml , — The bank lias no infoniuitioii on the subjin t and 
l^oreover. the values vary from district to district and oven in a single 
district from locality to locality. It is a matter of cHiinmoii Knowledge, 
however, tiiat land fetches imicli Ix^tier price when sold by private nego- 
iiftioii than when sold by Goveriinient and the courts, for non payment of 
lOvotiue and in execution of dwrees i3esiHK.'tively. 

4 . Land mortgages , — There are m» legal impe<iiments to tnotlgage ol 
land or agricultural holdings in this Provinci\ except those crcateil l>.v 
tenures in Malaluir and South Kanura. There are 21 primary land mort- 
gage Imnks registered in Uii.s Pnivince under the Ct>-oporative SiHietios 
Act. But only six of them are working. The banks raise capital by share 
nione^', which is fixed at one-tenth of the Imrrowiiig power and by deben- 
tures floated on the security of moilgages ohiaincHl l>y them. 

In the initial stages, the Government agreed to buy del»entiire« at OJ 
l>er cent up to a tiiaxtmiim of Rs. 5(K0(K> in the case of each bank, previd- 
©d the bank is able to raise locally dclienturt^Ji to the same value. The 
amount of inoney so lent by Government is almiit Rs. I lakhs. Tho 
banks have raised the rest of their (upital. Reicntlv, u ciMitral land mort- 
gage bank has Ikjcii registeriHl with a view to c-entrulize ilio debenture issue, 
and to provide ample funds for the primary banks. 

Tho co-operative land mortgage hanks are supplied !»y the Registra- 
tion department encumbrance c'crtilicates free of cost for 21 ycai-s. The 
rec'ord of rights in this Proviiu*e is fairly satisfactory, because the Lund 
tlpeord^ department and the Registration department help the iiuitution 
of names in the i*e<.?ords as owiiia*ship changes. Under the laws of inherii- 
aiice among the Hindus and Muslims in this Previnct*. the parcciment 
of uame.s in the records as ownership changes. Under the Jaws of inherit- 
auetion, proceeil so rapidly that it is inipossihle b>r any system of land 
records, to keep pa<*e with it and it is not possible to sWiire absebite iin- 
mnn^ty from possibilitie.s of disputes and <laiins by parties other than 
tfaoi^ n*ho are tho clients of the bank. This no dotihl a(*ts as itti pediment 
10 extensive lianking credit. 

llie remedy merely lies in the careful investigation of title in each 
caijie by a qualified .stuff assisted by legal advice. The purpose of loaning 
should bo chiefly confined to liquidation of prior debts. In due cOiiikc, im- 
piQVoment of land and methods of cultivation may also be tackled. 

The funds of tho land mortgage banks should he derived chiefly from 
debeiivure bonds. Deposits do not, and ought not to, ordinaiily piny an 
iinp^riant part in land mortgage hunks. 1'liey are iiiieitded to tide over 
tom^rary needs for shoi*! periods. Advance j>ayments by inospoctivo 
debenture liolders are treated as dejmsits by tlie primary laml mortgage 
baidts tiU d®^)ontures are actually issueil. It is a question whether this i* 
rbgular. Any extensive resort to this doubtful method by the central liank 
lyill involve •^tho bank and the Goveriinient in loss, and will lend itstdf to 

The guarantee of interest by the Government on the delKiiiture Iwnds 
will suffice. Guarantee of priiieinul is not nectary. The delwnturo bonds 
Will pdsSess a, high degree of safety and liquidity if they are also niado 
Utietee sepurities. 

If Hie land mortgage banks are worked efficiently, and the mistake of 
mixtiig up their business with deposit banki^ is avoided, the Government 
are not likely to lose on their guarantee. The sound management of the 
bai^r can be secured more by relianc!© on a gmal directorate with local 
knowledge and efficient staff ’ than upon departmenial ontrol and inter- 
lereiioe at every stage. In tliis connection, we l>eg to draw the atteoitkin 
M tte eonunittee to the observaHons of the Burma Govommeut on Hi# 
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inadvisability of departmental interference in the financial ninnageineni of 
co-operative hanks (vid^ page 6 of the Report of the Oonimittee on Co- 
operation in Btirniu). * 

Debentures with Government guarantee can, in due roui*se of iime, 
be sueoessfudy floated at 5 to 5i per cjent, but in no c«se should land mort- 
gage banks offer more than fl i>er cent at present. The debenture holders, 
except co-operative societies, u'ho buy dclienttir^ are invostors of surplos 
wealth and are in no better position than depositors in c^o-operative central 
banks. We, therefore, do not find any reason for debentures of the cen- 
tra! land mortgage bank l»cing made inc*ome-tax free to the prejudice of 
Ihe general tax-pa 3 *er. The lowest rate at which it may l>e lent out id 
the ryots is 7J i>er <*mit or 8 i>er cent, in order to leave adequate margins 
for the W'orkiiig expenses of central and primary banks. Each district 
should have two or three to i>egin with and a bank for a whole taluk must 
Iks the goal. When tlie c*imtral bank works projKjrl^^ it will conduce to 
economy and efficiency to have larger primary i)ank.s M^ith adequate iii-door 
and out-door staff for promoting loans and effecting recoveries. 

Facilities for foreclosure and sale under adequate safeguards should 
be given to the land mortgage banks to make rocov'ories easy and the 
dclientures popular; Intt tlTere iiinst l»e 8|M3cific provisions for the banks 
comi^ulsorily re-selling the properticjs purchascsl or foreclosed by them and 
they should not own tlituu Inwond a certain period except under specific 
safeguards in exceptional cireuiiistaiK*es. 

5. T/ie indrlftvihtesii of tin’ oririvnU mints . — Tliis can l>e asr-ertained by 
collecting data in typical areas and collating tlio results to an ivo at the 
total indebted iH^ss. I he resiilt.s so arrived at may l>e t^ted with relorcnt'e 
to the inferences to be drawn from the statistic’s of income tax returns, 
registration retiinis, iiroperty statements of co-ciperative societies, settlc- 
iiient ofliccu’s’ reports and the like. Tlie Provincial Banking Enquiry" 
Coiumittee’s sjiecial staff of tnvc»stigutors will have eolIe*'ced information 
regarding tlio indebtcdne8.s in .seliHt areas and if the ureas chosen are 
typical, a generalization from the data collecUxl will, we believe, yield a 
roughly correct estimate. Jf a gooil utteinxit bos not been made in this 
diiectioii already, we have no douiit it will J>e made through a sub-committee 
of the committee. The estiiiiate of the indebtedness of this Province at 
100 crores is ver}- near the true figure. Tiie general lieliof that indebted- 
ness is 20 times tlie land revenue corroborates this estimate. Mortgage 
debt is roughly’ 50 per cent of the total. 8o far as the cxi-opeiative societies 
ttit concerned, the classifications re(|uired in (Causes (o) to (i) in question 
o are found in the udmiiiistrution report-s of the Registrar, and no further 
iuforiuatiun is available in the provincial bank. This classification may 
be taken to be fairly* typical of the family budgets of the loader middle 
classes. 


’J’lio money is mostly due to j>rofe.ssionui inunoy-lendci's. The money 
due to tlie cx)-operativo societies in this Province is uliout 0 crores. There 
arc no figures to show the amount of ihe indeliteduess of ugrieulturists 
to the indigonous banks and joiiit-stcK’k banks. The indebtedness due to the 
Government is a figure whic^h c’an l>e eorrecrtly ascertained from the Govern- 
ment records. Expropriation is going on, though not to an alarming 
extent. The process of transfer of fund from the farmer to the professional 
money-lending cla.sses and lawyers, teachers, medical men and others who 
invest tlieir savings in land is on the increase, and the farmers are being 
turned out of Uie land in uian.v cases. They are not admitted even as 
tenants into the land from wdiich they are expropriated, it a rich ryot 
purchases the indebted rj^oFs land, the farmer himself cultivates the land; 
other investing classes lease them at conipetitive rents. This xjrocess un- 
doubtedly takes awav the incentive of the cultivator to inveat monoy on 
ii^rovement of land and inethocls of cultivation and to produto more. 

6. Subsidiary industries , — TJie report of the special offi»x*r for aoifey 
of cottage industries, Mr. Karaj’ana Rao, who made a survey oi 
industries, contains the latest available infonnation and the bank has no 
further information. With regard to tlie financing of these induiirieay 
sjiecial co-operative societies must l>e started and not be lei t in tlie haiula 
of the ordinary oflicers in the department, but committed to the care of 
officers XKissessiug spe<^l technical knowledge and sympathy. The State 
Aid to Industries Act should be suitably ameuded to piH>i2iote eotte^t 
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isidasiri«6 on <xM>porfttiTe basli. We will aleo augge^i i!iei the primirf 
•oeioties in the rarions viltageA should l>e eneotirege<l to stick theao pro» 
ducts to the extent to aiiich they may hud them iieci^siry for the daily 
needs, finding the money from their own gtmeral funds find lhti8 cmitiiig 
marketing faciVitiest. 

^ fhA. To the industries mentioned in this question may he addwl Alu- 
minium slieet metal workers’ industry wdiich is lieing carried on in some 
centres. It is found in the East Godavari district among <dhei's. 

7. The relations between the rsvoperative hank and tJie linjicrial Bank 
of India mei'cly consist in the latter giving accommodation to the former 
on ^•o-operatire paper and on Government secmrilies. The limit of ci^dit 
of oo-0|>erative liodies against Government and other anthoriiMMl semriticH 
and against the lairrowers’ demand promissory notes and promissory notes 
of local creilit soideties is sot forth on page 89 i>f tlie IVuvnsend C4«nmittee’« 
roport. Co-<q>ci’ative hanks have at present practically no relations with 
joint-«t^*k banks and indigenous hanks. The monev availahle in the 
provincial and the central co-oj>erativc hanks for short-term capital is 
ample for the present n<HHls and as a matter of fact an nppre<*iahle i>ortion 
of it is not aliKorlaHl hv the societies with the result that hot^i the «‘entral 
and the provincial hanks arc snrplnsing. 

There is really no long-term capital in the co-opera ti no hfinKs; hufc 
without endangering the safety of thcsi» hanks, it has Ikhmi found possihlo 
to lend the money rniscnl hv deposits for periods extending to ten years 
to niral ci’cdit societies. The latter, in thtor turn, lend them to their 
memliers for similarly long periods, hut iu nil cases: the long-term loans 
aie secured by mortgages. 

The purf>os<*^ for which these long-term loans are lent to rural credit 
fiOfieties arc such that in nianv caw»s a repavmont within ten years has 
not lieen found practi<*al>Ie. The result has hcon larger i-vordnes in the 
rase of long-terin hmns. Tlie co-operative land mortgage hanks ought to 
tackle the liquidation of prior debts. The chief difficulty which co- 
operative hanks at present experience is the ahserus* of facilities to raise 
money on the lorrowers’ demand promissory notes or on tlie scM icii(‘s’ pro- 
missory notes when there is heavv |)ressuiv‘ for innnev. because^ this paper 
is not freely di scon ntcnl hv the Imperial Bank and joint-sUsk hanks. Bo 
tliv obstacle tor raising the necessary co-op<Mntive ca]utnl is the absence of 
dim-Ciunting fa^'ility for co-operative paper. 

^ There is competition but the competition dix^s not come from co-^ipcrative 
hanks offering higlnu* rates of int4»rest. The highest rate olhu'ixl hv the 
provincial bank is 4V per c^ent for deposits of two years and over ami 4 per 
(Onl for dciw>sit.s of one year’s duration. The central cn -operative hanks 
in the districts arc no*^ permitted to borrow' at more than 5^ per cent. 
The rural credit societies themselves are not permitted to borrow loctd 
capital at more than 7 per cent. The complaint sometimes heard from 
miiitJ»*tocrk banks about co-operative hanks competing with them is ahso- 
luvelv unfounded. The comparatively low rates offered hv tho co-operative 
hanks are also not due to State concessions to these hanks ns is sonictimes 
jwseried. The nature of the co-operative sec-iirity and the fontidcnce whhh 
these banks have gained in the money market are responsible. 

The advent of co-operative hanks has brought down the level of inter- 
est and encouraged the depositing habit. The figures given above clearly 
indicate that co-operative hanks are not competing w'ith the joint-stock 
hanks by putting up their rates of interest to draw away any cnjiital from 
the joint-stock banks. 

Concessions which co-operative banks require to place egiicnltural 
finance on a sound and sure Imsis. and to realiise the aims mcntione^l by 
the Government in setting on foot the* hanking enquiry, may f>c thus 
sommarised : — 

Placing on a footing of statutory or contractual guarantee the 
nttaiicial facilities at present enjoyed by the co-operative banks at the 
hands of the Imperial Bank, and the enlargement of the scor>o of ihoie 
facilities by the provision of finance on favourable terras on a longfir ierm 
fiasis and at reduced rates of interest for ]>er5ods of twelve months %nd 
under, tioans for periods of over twelve months, but not exceeding tweniy- 
months, should be granted at bank rate on pro-notes or on bonds* of 
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{irdvincial hanks with fixed instalments^ and short*temi loans for |>oHdda 
of twelve months and under, on pro-notes at 1 per cent below taotk 
rate ; 

(ii) tlie grant for co-operative hanks of cash credit for a|;rit*n!iiiril 
operation and the discounting of their hills of exchange; 

(tii) the recognition of approved co-operative central banks in areas 
where the Imperial Bank has no branches, as agencies for the managemeilt 
of Government 8ul>-treasuries ; 

(ir) the recognitions of inland exchange business as a legitimate part 
of the operotiouH of the co-operative banks and the grant of furthfer fftci- 
Jitiiw for transmission of funds through the tr^suries, particularly ih 
taluka towns, with a view to encourage the o{>ening of urban hanks and 
hiaiiclies of provincial or central banks at those ceiitr^; 

(v) provision for cheap capital for the acquisition or ffonstriietioii of 
godowns in rural areas in order to encoumge the marketing of agriciilturA! 
(Tops hnnnced on co-operative basis; and 

{vi) exemption to co-oi>erative s<x;ieties from payment of income-tax 
on corn mgs from investments in public soc-urities or land mortgage deben- 
tures. 

II. — 1 haakhig. 

1 2. The indigenous hankers in this Pmvince are to be found amopg 

the Nttttukottai Chettis, the Miiltanese, Marwndis and Gujarithis. The 
Nattukottai (iiettis, as already stated, send most of their fun(}s outside 
tlie Province. The amount advanced by them to finance 1(Kjal industries 
is very smalt. Tlie hundis discounted by them are generally limited to 
their own cominunity firms. The amount of financial help advanced to agri- 
culturists is fairly large, hut this amount cannot l>e ascertained with any 
accuracy. 

" Tile Miiltanc.se arc really the class of indigenous hunkci's who finance 
trade, movement of crops, help the movement of funds and exchanges. 
Theii* operations cover sev'ernl crori^ of rupees. The Imperial Bank has 
apparently greater confidence in the Miiltanese, because we imderstana 
that the rate of discount to them is less than that charged to Nattukottai 
C4ieitis. 

The Marwadis are all over the Province. Just as the Nattukottai 
Chettis send money outside the ProviiK'e, the Marwadis bring it into the 
Province from outside — from Marwar. The deposits th'ey receive from 
the public in the Province constitute a very small portion of their funds. 
They lend moiiev on a large scale. Certain Icxjal trades are financed by 
tiuun almost exclusively, e.g., the Japanese camphor trade, glaas bangle 
trade, the drug trade, the ghee trade and the like. Pieoegoods trade is 
fiiinnccKl by them but not to the same extent as in other Provinc*es. 

In the Tehigii districts they finance agriculturists largely, accepting 
gold, silver and jeweller>' ns security. The usance of their hundis Arely 
excels thi*ee months. 

• 

The Giijarathis are centi'ed in the cities and do not finance agriculture. 
They are traders generally and do hanking imddentally to their husineag. 

There is a class called the hundi merchants in the Tinnevelly distHct, 
their headquarters being Kalladaikurichi. They specialise in hundi busi- 
ness, They have spread out to Travancore and Coimin »tat^. THieie Kara 
not been, we ate told, cases of business failure reported among this class 
of merchants. 

The information asked for in question 3 is not available to the pdhlic^ 
liecause indigenous bankers and the indigeiiou.s hanks do not publish thail* 
balance sheets, nor any periodical statements of accounts. 

Indigenous bankers have no relations aith the co-operative iMpks. 
They have got felatiiinl with the Imperial Bank and the joliit-stock banks. 
In Madras, the Imperial Bank and ^e Indian Bank seem to He ietdlll# 
competing for the business of the Multanese, 

4. Beferenoe may be made to Bhaahyam 4b Adiga’s 
ments Act, pag^ 19 to 24, for an enumeration of the inumd bilw e^- 
ehange and their legal and oustomary inddents. 
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CtiettiR are kn€m*n to «iliow a higher rate of miereai on defioaitn 
A -2^ ixmimunity (nadapn vaddi) m<l to apoelaUj* 

eoatomers. T^ie general rote to others is siaied to i»e hetaeon 
If xo II j>er cent. Jt is not usual o'ith them to take long-term deiHwita. 

agrieulturista do not generally get aecHimmiKlation fmm the 
it ^ amount boiToweil 

tAore may be some reduction in the rate. Tn onler to cnsiiro a 

and just ternvn to the borrower* due 
operationa will go a long way. Further, il the State bank 
ana other joint-stock banks hnam'e tlie indigenous bankei*s tor the nunK>se 
transmitted to the agriculturist, a restraint may have to 
i>e piac*^ upon the hl>erty of the indigenous banker to iliaigo exis^ssive 
lates 01 interest. 


In co-operative finance, the provincial banks, the central l<anks and the 
primary societies ai’e all 8ubje<*t to such limitations in tlic intcixsiiLs! of ilie 
agi iculturists. 

The reduction in the rate of inU*resi to the agviculttirnl ccnmuinity 
trill undoubtedly I’esult in the improvement of their siambvrd of living 
and in the methods of cultivation. 

7 dr 8. There is a good deal of prejudice, but most of -t is uiijoKtiriable. 
Ihey do not, hou’ever, require any s|>e<^ial proUHtion upaiit from vliat 
other bankers enjoy. The majority of tlio indigenous bankers ilcal on 
sound lines witli their clientele. 

The miestion of affording si>e<nal financial facilities to make them more 
serviceable to the immunity i.s ivorth considering. But, in order to juslify 
such fi^ilitieis. indigenous bankei*s should agre<' to i>iing themsci/cs under 
regulations similar to those imposed upon joint-atock baiiks in the mntlcr 
of publishing their balance sheets, inothodK of luH»ping their m’counts and 
sc forth. 

The lietter class of indigenous bankers will surely welcome measui‘es for 
the bettor regulation of their own ojierations and for giving publicity to 
the same. The Usurious Loans Act has not yieldeil fM^neticial rcvivilt^. 
While it is trossible by legislation to declaim that certain rates of interost 
and terms of contract are invalid, it is not possible to prevent |>C(>ple from 
paying and receiving those rates or from entering into such contracts. 
We are not in favour of any drastic legislation like Monev lenders Act 
and the Regulation of Accounts Act attempted in the Punjab. Approach- 
ing the question from the point of view' of the borrowers, ve are equally 
opposed to legislative measures like the Deccan Agricultural Beliefs A<'t 
or the Land Alienation Acts in the Punjab, Bombay and Btindlekliancl and 
Burma. Mr. Darling’s act'ount of the working of the Punjal> Avi shows 
that the non-agricuitural inonev-lender is replaced by the agricultural 
money-lender who seems to be, if at all, loss velenrmg and more 
harmful than the non-agricultural money-lender. It is no more possible 
to leg^late peasants to thrift than to legislate bankers into morabty. Wo 
are ui agreement with the following observations of a ri^cent writer on 
Indian indigenous banking: If the cultivator or agriculturist has still 

to contract loans, if he must still sell his plot of land to get or redeem 
the loans, and there is nothing in the Acts to alter nhese <‘ondilioiiK in 
favour of the cultivator, and, on the other hand, if by the Acts, iho free- 
dom of the sale of the land is restricted to certain cla^sos abich are de- 
clared agricUlutral, the question admits of only one answ^er. The causes 
for securing loans being still in ojieration. the lUHressity of selling land 
bei^ig Still there,, and the nuinlier of likely purchasers l>eing redm^cd, the 
culi^ator gets for his land a lower pri<*e than he w'ould otberwiso have 
doue, and the burden of debt, so far from l>eing rcduco.1. is thereby in- 
creased.’* The remedy, in our opinion, therefore, lies in improving and 
or^^uising the banking a 3 ’'sfeTn, in the rapid development of the co-operative 
credit tnovement, and in linking up rural credit with the banking sydem 
of the countr>^ 

lit We are not aware of any improsaion that the indigenous bankers are 
unatiie to meet demands for accommodation owing to insunancncy of their 
working capital But, of late, there has been a relnctaiu*e on their jpart 
4o reeort fnroly for deposits from the public and sometimes even to botTow 
from the Imperiar Bank to increase their working capital and to rely more 

149 
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Oil their own reeonroes. This tendency will lead to two nndeeirahle results. 
The indigenous banker who has been an agency for enconraging banking 
hatiit and thrift among the population, in his neighbonrhood. will cease 
to dischaige a very useful function in a country where banking facilities 
me verv rew, and the incentive to save and to make the national saving 
available for the developments of the country needs to be fostered. Second- 
ly, when once the indigenous banker degenerates into an ordinary money- 
lender, who lends out nis own money, he attracts to himself all the evils 
associated with money-lending, leading to ^'misery and nelplessncss of his 
debtors and abuse and calumny of creditors’ So, the tendency should 

checked by encouraging the indigenous banker to do real banking and 
taking steps to connect him with the general organisation of the money- 
market. 

21, It is possible and highly desirable to link indigenous hanks and 
bankers with the central money market and provincial capitals. The 
existing branches of joint-stock institutions and co-operative central banks 
can he utilised to facilitate the business of indigenous hankers. Ihe*^ 
institutions can l>e made use of for collection of the hundis that an indi- 
genous hanker might have discounted or by special arrangements to get 
hiB bills discounted by them on business terms. In this way. it is p<mible to 
open up areas which are now suffering from want of hanking facdlitier,. At 
every district headquarters, there is a central co-operative bank whose 
services also may be utilized for this purpose with advantage. Such local 
joint-etock and co-operative banks will inspire great confidence among the 
indigenous bankers, if the services of the latter are utilized for the pur- 
pose of opening and giving credits to members of the public that may deal 
with the hanks through them. Such an arrangement would, to an extent, 
benefit the indigenous banker and he will feS attached to a joint-stock 
hank for pushing business through him. Further, the local knowMge of 
the indigenous bankers will be of great help to the banking institutions 
to fix the credit-worthiness of various parties. 

The indigenous banker usually does not deposit his surpluses in slack 
season in the joint-stock banks, but retains in his chest portions o! them 
after reducing part of his liabilities; hut, when there is stress for money, 
he resorts to joint-stock banks for borrowing. So, these bankers have idle 
resources at certain seasons, while they are maintaining practically no 
resources at other times. The joint-stock banks, on their paH. are com- 
pelled to continuously maintain large resources owing to the absence of a 
contra! reserve bank. The result is that such ^ needless and idle portion 
of the reserves scattered among the numerous indigenous and joint-stock 
bankers do not play their part in developing the resources of the country, 
by being profitably employed. If there are proper arrangements to enable 
both indigenous bankers and joint-stock bankers to rely upon ea^*h other 
and upon a central reserve institution in times of need, the resources that 
are idle at present can lie more profitably employed. 

Undue emphasis is laid upon the risks involved in connecting co- 
operative banks with this kind of business. There is no ground lor* such 
fear, as many of these co-operative institutions have run a life of 20 to 
25 .veal's and are found capable of handling business with due care ♦and 
caution. They are also getting to be manned by well-paid, qualified and 
trained staff, and in the interests of improving the banking facilities, 
these institutions must take up courage in their hands and connect them- 
selves with the business world. 

12. The general impression is that there is not any large amount of 
capital with the indigenous bankers which, owing to want of investment 
locally, is flowing to tlie provincial capitals, either for long or for shoit 
pe^ods. 


HI. — Investment habit and attraction of capital. 

The existing resources of banking have not been fully developed. At 
the same time, we feel that the extent of the rural capital wlii<£ can be 
develops is a little exaggerated. We readily admit that the small savings 
of eertoin classes can mobilised and brought into the realm of banking 
with greater banking facilities and profitable nmdes of investment. But, 
multiplication of banking fancies will not, by itself, create wealth whidi 
is not already eyep in potential forms. Jfost people liye from %nd 
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to mouth aad muny moro bar^ liavo a sinule full inoal a dav. Thmro li 
a certain amount of «hy capital and hoarded wealth, hut the klea that 
there ta a huige quantity of it is not auhstantiated, to say the least. E\*en 
if the poor people who form the rast hulk of the populati>n« can be ma^ 
to earn and sare a little more, there is a ureat need to improve their 
present miserable standards of living and the increase in their earnings 
and savings ought to be legitimately absorbed in the interests of national 
good in improved standard of living, and much will not be left to be banked. 

The joint-stock hanks, the co-operative banks and tlie indigenous 
bwkers, apart from the Government, are the main institutions vhicii pro- 
vide f^ilitiee for investment. Nidhis and chit funds are also ^cful for 
small investors. Their working should be carefully examined to 
romoye existing defects and abuses. But, of late, there nas lietm an niaini- 
ing increase in loan companies, whose prospectuses do not l>ear scrutiny 
for a minute. They offer attra<'tive rates to depositors and proiniFe free 
loans to borrowers. The ideas of rural reconstruction and economic ovga- 
nixation of the ryots are exploite<i by these companies, riiey are so to to 
adversely affect genuine co-operative and agricultural (inatu'ial agencies. 
A thorough enquiry into them is urgently called for in pvihli^^. iMt<»nwts, 
But facilities for collecting the savings of the small man in the interior 
are^ badly lacking. Propaganda and metluKls of small »ollect ions iH'sorted 
tc in Germany and other countries will help to collet't the *1111011 savings. 
With regard to the large investmeniH in the cities, wo are not prepared to 
say that the public are provided with full facilities of investment. There 
are no expert agencies bucIi as investment trusts to advise them us to the 
most profitable means of investments. The hanks and the brokers luufci 
help the investing public in a raorc^ systematic manner. 

People in India do invest a portion of their earnings in silver and gold. 
It is sometimes due to the desire for personal adornment iiutl sometimes 
such investment is looked upon, even at the in(‘©piion, as a intulo of creat- 
ing reserves for future ne^; hut there is not much }ioard».Kl wealth whieli 
can l>e extricated from this form of investment to l>e diverted into hanks. 

The problem of investment and attraction of capital shoiiid l>c therefore 
tackled from two standpoints, via., the mohilixing of available lesourcM^M 
and the creation of facilities, for the inoreawMl earnings and saving capa- 
city and adding nea* capital. 

2 . The investments of small savings in postal cash c*ertificates and 
savings banks do not result in the development of trade, itidusiry and 
agriculture in the country as, like other Government loans, they are S|>ent 
en capita] expenditure or on administration. They deplete the money 
market and except in times of gr*eat Stnt-e iiecjd should n*>t he cticourageH 
among rural population. 

W© are of opinion that the small investors, twptH*ially in niral ureas, 
should be encouraged to deposit their surplus wealth and savings in ordinary 
oo curative hanks and land mortgage hank debentures or m joint-stock 
hanks where they exist, for this niocle of investment is more lienoficia! to 
lh» rural population. 

Th© post office cash certificates yield almut 5 J per cent and the Treasury 
Bilk now yield fi} per cent according to last weekk transactions. The 
co-operative hanks and land mortgage hank debentures or in joint-«tock 
more than 41 per cent and 5 per cent. There cap therefor© l*e no possiblo 
doubt that .the Government are competing with the banking institutions. 
We cannot say that the present financial policy of the Govornmeiii In this 
matter is oonducive to the encouragement of banking instil ut ions. 

S, W© are not in favour of small agriculturists and small invosiors in 
the country takiim rp some form of Government security. As we have 
already stated, they should invest their money in organiaaitons wlmee 
leoonroes will be available to finance agriculture and small traders. 

In areas where land is considered as a coveted form of investmeni. 
ryots invest moneys which come into their hands in the purchase of lai^^ 
wMm tlu^ are not spent on marriages and other social and domestic 
mauds, if they do not nuredtase land, they lend to feftow 
turists, but rarely send to the bank. 



im 


Farmers do lend to their fellow agrlcttltoriate and their terms are not 
more humane than iho^ of non-agricultural moneydendors. In prospo* 
rous yearn, the surplus In the caiie of most cultivators /goes in discharge of 
prior obligations which have l>eea left unfulfilled owing to adversity of 
scions in the former years. 

4. How far exactly the reduction of stamp duty on cheques has promot- 
cd the cheque habit can only be ascertains by reference to the figures 
available in the clearing house. It has had, generally speaking, a beneficial 
effect in encouraging the habit, though the effects are not yet pen-eptible. 

We are in favour of paying Government servants and omployocs whose 
salary is above Rs. 100 by cheques. It will initiate them into the habit 
of opening a bank account. Salary cheques on Imperial Bank should be 
made cashable at Government treasuries and those on other banks similarly 
casliable by arrangemont. Chefjues drawn by co-operative banks on the 
Imperial Bank also should be made cashable ny the treasuries by arranges- 
men! under adequate safeguards as to securities. 

We have already indicated that the use of vernacular scripts in hank- 
ing should bo encouraged instead of l>eing discouraged as at present. 

5. The result of opening new branches of the Imperial Bank has l>een 
and will be to hit the business of the joint-stock hanks hy c.\posing them 
to unequal competition in almost all areas in the Province, and to dis- 
courage other joint-stock banks to develop their branch banking business. 
Indian entei*j>rise in banking should he encouraged. The funds obtained 
b> foreign insurance companies and Uie surplus deposits of foreign exdiaTigo 
banks, over and above tlie funds needed to finance foreign trade, should 
be made investablo in India. 
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Memorandum by the Deputy Director of Industries on the 
Working of the State Aid to Industriee Act and the 
Ananoing of CSottage Industries. 


The provision of financial assistance to industries , — Aa one of the 

reaulta of the laliours of the tnduatriai Comintssion, the active partioi|miion 
of the proviiicinl Governments in the industrial developtiietii of the country 
came gradually to he recogniaed as one of their legitiumte functions. The 
question of tfie provision of financial as.Histance to industrit^ m'om one of 
the important mattei's which caine under the purview of the Indian Indus- 
trial Commission and the specific re<'omtuen<iat ions made by them in this 
regard were os follows : — 

(a) The appointment of an expert committee to formulate schemes for 
the establishment of industrial hanks. When properly developed these 
hanks would, it was thought, do away to a very great extent with (he 

iie(*©8sity of Government lendering dii’ect financial assistnniH'. As I'egarda 
the question whether Government shoulil take steps to c^stahliKli, or at ioast 
to encourage the establishment of industrial hanks, or whether this, like 

other forms of industrial activity, should be left to iirivato enterprise, the 
Commission were of opinion that, although, at first, direct Government 

assistance should lie given, work of this kind <‘ould he performed more 
siiituhly by privuti» agency and that Government should hand over all such 
business to suitable hanks as soon as circumstances (lennitUHl. Pending 
the institution of industrial linnks, liowever, the following facilities, it 
was suggested, might Ih' provided. 

(h) For middle-class industrialists^ cash credits for definite periods 
and amounts with a bank, subject to a guarant<>e by Government, afUn* 
examination by the Director of Industrie.s and his expert staff, of the 
financial .standing of the applicants and the prospe<'ts of their hiisinesaes. 

(r) In cases which could not Ik* reached by banks, hut where in the 
public interest, nssi.stanco was necessary, e.g., to test the possibility of 
sucfcssaful manufacture of a prwhict or to produce an article rcKjuired for 
national safety, direct financial assistance might lie given by Goveriiinent 
in tho form of 

(i) guarantee of dividen.s, e.g.. in the case of large industrif^ likely 
to pay dividends after a reasonable period, 

(if) loans of money, ©spe<nany in the case of concerns with aiMteta 
of a comparatively liquid nature, 

(Hi) agreements to purchase output, e.g., in the cose of articles not 
previously made in the country hut required by Government for its own 
purposes, 

* (ir) contributions to share capital eispecially in the case of conceriui 
which are important from the point of view of national safety, but which 
Government do not desire to undertake under its own agency. 

(d) Loans to small or cottage industries and to co-operative societies 
or financing of the 'purchase of plant, on tho hire purchase system. In 
this case special legislation would be noewisary to provide suitable means 
for the recovery of outstandings. ' 


2. The question of financial and other forms of assistance for new indti#- 
tries was one of the subjects discussed at the conference of D tractors 
Industries held at Bimla in April 1920, but no definite conclusions as to 
forms which financial assistance to industries migdit lejicttamately taka 
the limits within which and the conditions under which such <u»tidi||||i 
int$^i be given by the Government of India and the local Ooverniuimw 
were arrived at. The <;uestion was further discussed at the second oonfisr- 
enoe be^ at Cawnpore in November of the same year with similar iUconcTu-^ 
stve results. The question of the relative advantafces of encouraging 
establisiinieni of provincial industria! banks and of introdticing a system 

^ 150 ‘ 
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direct Goyemment aessitanee to indostries was discussed at tbe third oonfereiice 
of Directors held at Simla iu May 1921 when varying cpimons were 
expressed, but no definite decisions as to the policy to be fo&owed appear 
to have been arrived at. 

3. It seemed to have been generally recog^aed at the time that the 
banking system in India was too inelastic and insufi&cient to meet the needs 
of the country, and that in respect of industries, development was retarded 
because the banks refused to advance money for lengthy periods on the 
security of buildings and plant. Similar views are still not infrequently 
expressed. The business that the Imperial Bank of India may undertake 
is strictly confined within certain limits laid down by a special Act of the 
Indian Legislature and within these limitations it cannot be of any great 
assistance to industrialists. Although some other forms of security can 
be taken by the bank, so far as private industrial concerns are concerned, 
the bank can, for all practical purposes, advance and lend money and 
open cash credits only on the security of (a) goods which, or the documents 
of title to which, are deposited with, or assigned to, the bank as security 
for such advances, loans or credits, (b) accepted bills of exchange and promis- 
sory notes endorsed by the payees and joint and several promissory notes of 
two or more persons or firms unconnected with each other in general part- 
nership, and (c) fully paid shares and debentures of compani^ with limited 
liability, or immovable property or documents of title relating thereto as 
collateral security only whore the original security is of the kind specified 
in (a) above and if so authorized by any general or special directions of the 
central board of the bank where the original security is of the kind specified 
in ^b) above. The bank cannot also make any advance or loan for a longer 
period than six months or upon mortgage or in any other manner upon 
the security of any immovable property or the documents of title relating 
thereto. The bank cannot therefore contribute to the fixed capital of an 
industrial concern though it can lend funds for working capital against 
promissory notes or against the security of .stocks and raw materials. Moi'e- 
over, the average rate of interest charged by the bank is higher than that 
charged on loans granted under the State Aid to Industries Act to which 
reference will be made later. If the Imperial Bank of India Act could l>e 
made more elastic it might conceivably be possible for the Imperial Bank 
within safe banking limits to render more assistance towards the advance- 
ment of the general economic condition of the country. Practically all 
the other banks of established reputation apjiear to work on more or le^ the 
same lines, and the attempt in the Punjab to introduce banking on indus- 
trial lines failed, one of the reasons being, it is iinderstood, that the banks 
sank far too great a proportion of their funds in a single industry. The 
Industrial Commission, as already mentioned, favoured the establishment 
of industrial hanks or similar organizations designed to afford financial 
assistance to industries for longer periods and on less security than is 
within the power or practice of the ordinary joint-stock commercial banks, 
i.e., banks which would keep in touch with small industrialists, be able to 
estimate the prospects of a fairly extensive range of industries and ppssess 
funds which it could afford to lock up for a time on securities not readily 
realizable and advance them on the security of plant, buildings and Und. 
An example of such a bank was the Tata Industrial Bank which, however, 
failed in its objects and was later merged in the Central Bank of India wbidi 
does not carry on industrial banking. It is believed that apart *from 
underwriting certain large industrial issues, the defunct Tata Industrial 
Bank transacted only ordinary banking business and did little to assist the 
industrial development of the country. One of the difficulties cocperienced 
by banks in India in providing loans for industrial development is probably 
that applicants for such loans have often few fluid assets and no liquid 
purity to offer. The great problem which any industrial bank would 
nave to face is the lack of accurate knowledge of the applicant’s capacity 
to carry on the business which he had taken up. In the case of large 
undertakings, an industrial bank sudi as the defun^ Tata Industrial l^nk, 
^uld and would no doubt make its own enquiries about the promoters’ credbn- 
tiAls, but for small scale industrialists, such a bank would scarcely have the 
necessary staff or organisation to obtain the necessary infonnation and 
consequently would not be able to grant them loans. It is d^htful ttie^ 
fore whether unless Qoveminent undertook the task of enquiring on brfialf 
pf the ban]t into ihe solvency an^ stonding of applicants, an indpi^rial 
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batik would i»e able to provide the requbite a^btauc'e. An int^reaitng 
sugg^iion fias> I anderstand, been made in Bihar and Orbeia that ^ 
administration of the State Aid to Industries Act in that province should 
be vested in an industrial hank which would work in closo collaboration 
with the Industries and Co-operative departments tlius combining the 
advantages of the two systems of financing industries. 

4. The Madras Board of Industries w*ho considertHi in U)21 the question 
of financial and other forms of assistance to nea* industries passeil a reaolu* 
tion to the effect that the assistance afforded liy hanks to nea* industries 
was not adequate and they recouiniended that the Government sliould have 
iwwer to make advaiic'os lor tlm establishment of new industries. It was 
owing to a recognition of the^fact Uiat the assbiaiuH^ afforded by the 
various banks to new industries was not adeciuate and that it was essential 
to industrial development that Government should have power to make 
advances for tJie establishment of new industries, that it was decided to 
promote the Madras State Aid to Industries Bill. The Bill which was 
introduced in the Novend>er session of the Legislative ('ouncil in 1922 w*as 
a’armly supported in Council by i‘epi'esoiitutivt's of all sttciions of the public 
and w'as subsequently !*eterred to a Kelec't Committee for detailed consiaera- 
tion and passed with certain amendments and ratxli heat ions in the sulise- 
quent session of the Council amidst every manifestation of impular uppioval. 
Meetings of the Board arc held periodically and on an average once in three 
or four months. An Act similar to the Madras Act and differing from it 
only in detail has since been passed in Bibar and Orissa. There ia also 
an A(‘t in forc'o in the Punjab though details in ivgard to it are not readily 
available whilst the question of intro<iucing Acts to n'gulate the 

of financial assistance to industries has In^cn mooted in several other 
provinces, 

5. The Act is intended to assist in the cstablishmont and development 
of industries which must lie such as have an important ))earing on the 
economic development of the province and must Iw 

(1) new or nascent industries, or 

(2) industries to lie newly inirodumi into aix*as where such industries 
are undeveloped, or 

(il) cottage industries. 


It is laid down in tlie Act that no such aid shall l>e given to any joint* 
stock (^nipany unless 

{a) the same is registeretl in India on a ruptHj capital, and 

(h) the company confonn.s to such rules as may be made by the IcK’ttl 
Government from time to time reciuiring that a nMiiiiiiiim number or a 
proporium of the memlierN of the board of management shall be Indians. 

Under the Act the Iwral Governimuit have power to give aid to an indus- 
trial business or enterprise in one or more of the following ways: — 

• (a) By granting a loan, 

• 0*) by guaranteeing a cash ci-edit, overdraft or fixed advance wdih a 
1>ank, 

{c) by paying a subsidy for the eondtK'i of research or for the purchase 
of machinery, 

(d) by subscribing for shares or delieriiiires, 


(p) by guaranteeing a min iinum return on part of the capital of a 
joint-etock company, ^ 

(/) by making a grant on favourable terms of land, raw-material, fire- 
wood or water, the property of the local Government. 


Under the provisions of the Act as it exists at present no loan eati be 
grated of an amount exceeding 50 per cent of the net value of the aeeeta 
of tilie Industrial httsiness or enterprise after deducting existing enouin- 
hrmnees, hut as will be shown later, it is proposed to introduoe a Bffl fuiiber 
to aineied the Act so as to make it po^ible for aid to be granted to aopU* 
euita an amount of loan equal to the net value of & aiieta m Hit 
induslrtal busiiieas or enterprise. Every loan granU^ un^r me Act miiet 



(>e »©cured by a mortgage or floating charge upon the whole of the aseeie 
of the buaineati or enterprise, subject to any encumbrances existing at the 
time of the grant, and by such collateral security, if any, as may be required 
by the local Government. The interest charged on the loans advano^ 
under the Act must not be less than one-half per cent above the rate at 
which the Madras Government have last borrowed for the Provincial Loan 
Account. The rate has been uniformly maintained at 61 per cent per 
annum since the Act came into force. 

6. Up to the 1st January 1930, 41 applications had been considered by 
the l>oard of which ten for loans were granted aid. Of the 24 applications 
for Joaas which were rejected by Government, nine were reject^ as they 
did not satisfy the provisions of section 5e(i) of the Act, four because they 
failed to satisfy the provi.sions of section 9, four owing to the unsatisfactory 
character or inadequacy of the security offered, and five us the l>oard and 
Government were not convinced of the inherent soundness of the scheme 
and the possibilities of development, and the remainder for other reasons. 
Two apj)lications for the guaranty of an overdraft with a bank 'wei*e 
received, one of which was ])artially granted and the other is still under 
consideration, two applications for sulwsidy, one of which was withdrawn and 
the other rejected by Government as they were not convinced of the sound- 
ness of the scheme of research proi>osed and two applications for subscrip- 
tion by Government lor shares both of which were lejected on different 
grounds. The loans actually sanctioned and dishui-sed to applicants were 
ten in nuinl>er including two to the Carnatic Paper Mills Co., involving 
nil aggregate amount of Rs. 7,73,915-8-0. In the appendix will he found 
particulars of the loans so far disliursed and the individuals or firms to 
whom and the purposes for which the loans were granted. By far the 
most important application so far dealt with by the hoard has been that 
of the Carnatic Paper Mills to whom financial assistance to the extent of 
Rs. 6,49,215-8-0 in the aggregate or Rs. 7,87.135-13-0 including interest was 
granted at various times. It would he l^eyond the scope of tliis note to 
discuss the ch€»<iuered history of this concern which is hardly typical of the 
businesses or enterprises likely to receive ovei* a j)eriod of years financial 
assistance under the Act. Suffice it to say that the concern has recently 
been taken over by a new company formed for the jiurpose and Govern- 
ment have re<.‘eived in full satisfaction of all the debts due from the old 
company, a sum of Rs. 4 lakhs from the Official Liquidator and written 
off the balance of Its. 3,87,L‘f5-13-0. There follows a brief account of the 
loans granted under the Act to the eight other concerns. 

Messrs. Mup|)anna Soinaraju and Veerrazu, silk cloth manufacturers, 
Peildajiuram, were granted in 1924 a loan of Rs. 50,(XX) for the purpose 
of developing their factory so as to permit of the preparation, twisting and 
dyeing of silk for handloom weavers. In it silk is twisted and dyed and 
woven into cloth whilst dyed warps are also prejiared for issue to cottage 
weavers wlio w^eave the cloth in their own houses in accordance with 
standardized patterns for which a demand exists. It was a condition of the 
loan that the i)roceeds of it should he applied for the development of the 
factory so as to permit of the preparation, twisting and dyeing o£ an 
increased quantity of silk for handloom weavers. Tliere can l>e little doubt 
that the grant of a loan to this firm was of material assistance to them. The 
concern api)ears to he prosperous, a satisfactory net profit having lyeen 
realized during the last few^ years. 

The Kanara Rice and Saw’ Mills, Ltd., Coondapoor, w’ere gi'anted in 
1925 a loan of Rs. 9,600 for the purpose of purchasing a hand saw for their 
mills. They failed, however, within a year from the date of disbursement 
of the loan to instal the saw and in consequence of the mills proceeding to 
^^^utilizo the unsi)ent balanc^ of the loan as working capital, without obtain- 
ing^tb© previous jierniission of Government, the recoveiy of this balance 
ordeml. As they failed to pay the second and third instalments of 
the amount of the unsi)ent balance of loan and also failed to pay the fourth 
instalment of the loan, steps have been taken to recover the whole out- 
standings due to Government. 

M.R.Ry. B. Kangaswami Nayudu of the Andal Mills, Gudiyattam, was 
granted in 1925 a loan of Rs. 5,000 for the purchase and installation of two 
gins and for the construction of the necessary building and godown at Gndi* 
yattam, North Arcot district. It was thought that the establislunent of 
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tUo ginMcrj- would assist the expansion of cotton cultivation in the Nortli 
Aiwt dii»trict but tliis hope has uot lieeii fultilled ajs tlie gius have been 
practically idle aud the concern iis not in a pr<»speixnks condition. The 
repayment of the second annual instaiineiit was susiiended for one year 
and their request for a further postponement one year of the repay- 
ment of this instalment of the loan was refused by Goveriiment and attempts 
are being made to retwer the instalment. 

One of the most interesting of the concerns so far aided l>y Government 
under tlie Act is the Knllakurich: Co-o|>orative Agricultural and Industrial 
Society who were in 11)25 grantoil a loan of Its. The imiiii activitUssi 

ot the society whovse factories ai-t^ well-situated in the of a large 

agricultural ai*ea, consist of the milling of nee, and the dcHortication of 
groundnuts. The crushing of sugarcane and the manufacture of jaggery 
have also been undertaken while the extraction of oil is under contempla- 
tion. The society has Iwen fairly successfui. There would aitpear to to 
vscjop© for the establishment of many similar factories in other areas lor 
the utilissation and working up into manufactured lorni of the agricultural 
produce of the province and it was thought at one time that it was in the 
direction of asvsi.sting tinancially industrial co-ojxuativc socictievs of tins 
kind that the Act would find its greatest scope and usefulnevvs. 

Mr. Muthala Seonapi>a llamanna was granted in 1U27 a loan of 
Hs. 20,000 for working li is safety iiiaUh factory at Hellary. The loan 
granteci has not, however, a.ssisted the develojnnent of tlie industry at that 
centre as unfortviuately the projirietor quarrelled with the manager whose 
appointment wa.s Hpi>roved hy the dej>artment, and later, re|K>ited the ownr- 
renco of a lire at the premises which damaged part oi the machinery and 
plant. As it has Ikhui considtued desirable to rcH'over the loan amount, 
steps have l>een taken aceordingly. 

The pyroteclinic niaUli factory of the Zamindurs of lk‘lgauin wln> \vero 
in 1028 granted a loan of Hs. 1 1 ,(KKJL api>ears to have lieen working sum^ss- 
fully. 

The Salem Dye Works Syndicate, who were granted a loan of Its. 10, (XX), 
which was disbursed in NoveinlHu 1028 are, it is understood, experiencing cer- 
tain difficulties in the manufacture of their products partly on account of the 
hardness of the water an<l the future deveJo|nneiit of tlio lonc'C'rn will 
iwpiiie careful watching if it is to achieve success. 

Finally a loan of lls. 5(X) has Ikkui granted to tlo' f>roprietorN of the Ram 
Ram Safety Match Works, Tholainputayuin, ( '(»inibntore <lis1rict, for pro- 
viding the working capital resjuired for the working of ilieir factory, 

7. Theie was an application icHeived for assistance under the Act from 
a concern which apiXNi red to he receiving more or less adcspiate liiiiineiul 
as.sistaiu*!^ from a bank of repute, by whom they were permited to over- 
draw to the extent of Us. 25, (MK) on the HCM urity of their taciory and sUwk 
supplemented hy [lersoiuil security, monthly .stxwk lists Irtdng Kuhmitted to 
the hank. The overdraft was, however, limited k» Hs. 5,(KX) during the 
slack season and the rate of interest clmiged was from 21 to per 

cent • above the rate charged on Khiiis granted under the Htat<j Aid 
to Industries Act. The olqect of the concern in applying for the Joan 
waH*a|)parcntly to effect a saving in interest chaigos and the <jiiestion to he 
decided in this case was whether in the < ircumstanms a loan could suitably 
l>e granted under the Act to retire a hank overdraft. TIu? Hoard of Indus- 
tries was sharply divided as to the pi'opriety of recommending the grant 
of the loan applied for. The majority a)»peared to consider that the 
purpose of the Act is to provide the capital rciqui red for the extension of 
concerns with good potentialities of development. On the other hand 

the minority cjon.sidered that the purpose of the Act is not to pi^vido 
financial assistance for concerns that are able to arrange with an cstahrished 
hank for the financial accommodation re<iuire<l for their business, lliey 
considered that it 'wouul l>e very ohje«(*tionahle for Goyernment to compete 
with a commercial bank in providing financial facilities. In the r^ult/ 
Ckiveminent decided that the application in question w*as^ not a suitable 
case for the grant of aid under the Btate Aid to Industries Act, 

B, The question was taken up in 1927 of amending the explanation to 
Rule 1 of the Si:>©cial Loan Rules framed by Government under the Land 
ImproTainent Loans Act, 1883, and of the consequential liiodlfteatioti dl 
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soction 20 of the Btat« Aid to Industries Act, so as to enable in suitable 
cacMW, the recipient of a loan for the purpose of setting up a pumping instal- 
lation to cany on a seasonal or sulisidiaiy industry such as rioe-hulling. 
cotton-ginning, groundnut decorticating or oil seed crushing as an au^iiiafy 
to it by the inciusion in the amount of the loan granted for the pumping 
installation, of the cost of an engine of a capacity suiheient for the combined 
scheme. The Board of Industries approved the p/inciple involved in the 
proposed amendment and the consequential amendment to section 20 of 
the State Aid to Industries Act. Government, however, in the Kevenue 
Department considered that the proposed amendment of Rule 1 of the 
Special Loan Rules was contrary to the avowed objects of the Loans Acts 
and could not be effected. In view of the limited amount allotted annually 
for distribution in loans, Government emphasised the fact that it was 
their 2 >oiicy to see that the distribution of the amount should be restricted 
to assisting those for whom assistance was originally intended, viz., the 
small cultivators. 

9. One of the difficulties exi>erienced in tlie working of the Act has 
been tlie uncertainty as to interpretation that should be given to ceHain 
expressions in section 5 of the Act, which defines the industries which may 
be aided under the Act. Accoixling to this sec'tion they sliould be such as 
(1) have an important bearing on the economic development of the country 
and (2) shouldi bo (a) new or nascent industries or (b) industries to be newly 
introduced into areas where such industries are undeveloped or (c) cottage 
industries. It would be difficult to lay down any principle on which an 
industry could he ruled out as not having an important bearing on the 
economic development of the country. It was considered that the primary 
aim should perhaps be to develoi> industries which aim at the conversion 
and working up into manfactured or semi-manufactured form of the agricul- 
tural, forest or mineral wealth of the province. Any attempt, however, to 
define industries in these terms or to compile a list of such industries would 
purely bo empirical and would require addition and substraction from time 
to time so that the tentative proposal to prescribe a list of industries which 
might be assisted on this ground was not proceeded with. The question 
whether an industry is new or nascent has to be considered together with the 
question whether it is to be newly introduced in an area in which it is un- 
developed. For example, it could not be maintained that cotton-ginning is 
a new or nascent industry in the province viewed as a whole. It is or will 
be however an undeveloped industry in some areas of the province in which 
cotton is grown. The definition of the word ‘area^ occurring in section 
6 (i) (??) also gave rise to some difficulty. In the case of one application 
dealt with in the early stages of the Act the Advocate-General interpreted 
the term to mean only a district. The term, however, appears to be general 
in signification and may be held to cover a group of districts or a territorial 
unit smaller than a district, o.g,, a taluk. In the view of the department, 
however, it would he inadvisable to frame rules to define clearly the indus- 
tries which may be assisted under section 5 of the Act and it was considered 
preferable to leave the terms to be interpreted by the board in eac^ case 
having regard to the peculiar conditions of the industry for which assistance 
is sought. These views were put before the Board of Industries when* the 
board resolved unanimously that it should be left to the board to decide 
whether an industry applying for State aid fulfils the test suggested by the 
question whether an indxistry has an important bearing on the economic 
development of the country, on the merits of each case and with reference 
to the conditions which obtain in this Presidenegr, the guiding principle 
being that the fndustry should bo one which aims at converting the agricul- 
tura^nd mineral wealth of the country into industrial wealth, encourages 
hrianmacture in and augments the industrial prosi)erity of the country. The 
hgard also considered that it would be inadvisable to define ihe industries to 
be assisted in set terms or to compile a list of such industries as have an 
important bearing on the economic development of the country which may 
be assisted on tliis ground and to refuse assistance to any others. The deci* 
sion as to whether an industry can be considered as a ' nascent * indus^ 
within the meaning of section 6 (i) of the Act should, the board considmed^, 
be determined by the board on the merits of each case having regard to 
the conditions of the industry for which aid is sought. The bwd further 
considered that the question of the interpi'etation of the terms ^tmdevdoped * 
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and * area ’ oocnrring in aectioci 5 (i) <!#) of the Act should also be left un« 
dehned and decided oy the board on the facts and circunistanoes of each 
indiyidual application. The board also approved the dehnition of a *ootta|p» 
industry* put forward by the department^ via., ‘Industries carried on in 
the homes of the workers as distinct from those carried on in factories* and 
considered it inadvisable as well as unnecessary to draa^ up a list of cottar 
industries which alone would be eligible for assistance under the Act. In 
passing orders thereon Government agreed with the views of the Depart- 
ment of Industries and the board that it would l>e inadvisable to lay down 
any precise dehnition of the expression occurring in section 5 (i) of the Act* 
but observed that the question whether an industry is a ‘ uHNcent * industry 
within the meaning of clause (a> of the *iet'tion should Ih' eonsidered witli 
reference to the condition of tlie induHiry in the Presidency as a whole, that 
the word * areas * in clause (b) should Ik* considered with reforonce to iho 
conditions of development of any particular industry, such as availability of 
raw material, labour, capital and markets and that the term ‘cotinge indus- 
tries* used in clause (r) should be taken to refer only to industries carricKi on 
exclusively for the benefit of, and by, workers in their homes and not to 
industries carried on for the iK^nefit of middlemen, though the workers 
happen to aork not in factories but in their own f^ottages. The effect of 
restricting the applicability of the term ‘ cottage industries * in this way 
has been to preclude the grant of loans under the Bin to Aid to Industries 
Act to several of the deserving and struggling cottage industries, including 
the handloom weaving industry, which are greatly in need of extraneoua 
financial aid. As the handloom w’oaving industry is at present organiaed, it 
is not iKJBsible to eliminate entirely the middlemen, and the organisation of 
CH>-oi>erative societies for the l>enefit of the weavers is not in most eases pos- 
sible without awepting the Tnemlwrship of, and capital cH)ntribut/4^d by, middle- 
men, The existing definition was examined recs^ntly by the Cottage Indus- 
tries Committee who resolved that Government should lie moved to relax the 
definition by deleting the word ‘exclusively' now appearing in tlm first lino 
and dropping the latter portion of the definition after the word ‘homos.* 
There is little doubt that, as the definition stands at [iresont, the Act is 
deprived of a good deal of its potential usefulnesN. 

10. The question of amending the Act with a view to exempting cottage 
industries and industries with a capital outlay not exceeding one thousand 
rupees from the operation of certain sections of the Act received consi- 
deration in 1927-28. Although the Rtate Aid to Industries Act had at 
the time been in force for a f^riod of five years, very few applicatiomi for 
aid to cottage and small scale industries had been received. As this paucity 
of applications was attributed, at least to some extent, to the restrictive 
nature of section 9 of the Act limiting the maximum amount of aid 
50 per cent of the assets, and also to the requiron^ents under the Act by 
which these individuals had to maintain detailed accounts, to render 
several returns and statements and to subject them to the audit of auditors 
approved by Government, it was considered desirable to exempt small scale 
industries and cottage industries from the operations of se<«iions 9, 10, 11 
and 14 of the Act. A Bill to amend the Act was therefore drawn up and 
passed by the Legislative Council in Beptember 1928 and received subso- 
quently the assent of the Governor and the Governor-OeneraL The new 
rule framed to govern the grant of aid to such concerns provides that every 
loan or the guarantee of a cash credit or overdraft or fix^nl advance with 
a bank shall be secured by — 

(f) A mortgage or floating charge upon the Whole of the assets of the 
business or enterprise or cottage industry, or 

(ti) g mortgage or floating charge upon the other assets belongfhg to 
the applicant, or 

(iff) a mortgage floating charge upon the assets of the surety or 
sureties of the applicant, or 

(tv) the personal security of the applicant or the joint personal security 
of the appitcant and one or more peinons, up to the extent of IBU. SM 
provided that audb security shall ordinarily be taken as collateral security 
only, or V 

(v) a cxMphliiaiiofi of the forms of the security mentioiied lu 
elalisoi (t) to (iv). 



1168 


11. The development of industries in the Madras President^, as has 
been pointed out before, is likely |o be chiefly in the direction of converting 
and working up into manufactur€»d or seini>manufactured form the agri- 
cultural and forest produce of the province and there would appear ^ be 
considerable scope for the establishiiiant of industrial co-operative societies 
for the purpose on the lines of the Kallakurichi Co-operative Agricnltnnd and 
Industrial Society. The forination of co-operative societies of this character 
should enable a rjot to obtain a better price for his produce. It 
was hoped that the State Aid to Industries Act would stimulate the 
establishment and development of well-organized co-operative societies, but 
the only loan so far granted has l>een to the society mentioned. An appli- 
cation was reteivod fixmi the Tindivanam Co-operative Agricultural and 
Industrial Boc^iety for the subscription by Government for shares to the 
extent of Its. 15,000 for the development of tlie industries carried on by 
the society of which the most important is hone dismtegration, hut Gov- 
ernment were unable to sanction the aid applied for as they were advised 
that Government could not become a member of a co-operative society 
registered under tlio Co-operative Societies Act, 1912, and subscribe for 
its share capital. The paucity of applications for loans from industrial co- 
operativo societies may perhaps l>e attributed to the restrictive character of 
section 5 of the Act. There are probably many areas in which there is 
scope for the ostalilishment of industrial co-operative societies, but where 
assistance under the Act cannot he granted owing to the fact that the 
industry cannot he classed as a new or nascent industry or an industry 
to bo newly introduced into an area where such an industry is undeveloped. 


12. That the restrictive character of section 5 of the Act does limit the 
numlier of applications for assistance under the Act is beyond doubt and 
there appears to be a feeling in some quarters that the Act should be 
liberalized to admit of the grant of assistance to established industries, or 
even to set up additional mills and factories, e.g., cotton mills at Madura, 
even though they may not be new or nascent industries or industries to be 
newly introduced into an area where the industries are undeveloped. 
There is no doubt a good deal to he said for this point of view, having 
regard to the industrial position of the Presidency, but there is also some- 
thi?ig to he said against it. For, while it may often be as advantageous (and 
incidentally involve less financial risks) to assist established industries to 
expand and develop, as to finance the starting of new^ industries, the possi- 
bilities of which may to a great extent be problematic, yet if clauses (a), 
(h) and (c) of section 5 (i) of the Act were abpgated, there would be the 
possible clangor that State credit would bo utilized for providing funds for 
enterprises which could not on their own merits command the support of 
private capital. What is liow’ever more important perhaps is that there 
would be the clanger of supplying credit to one concern at the expense of 
another and it would be necessary to consider carefully the conditions under 
which the industries at present debarred from assistance could receive consi- 
deration, It ivould obviously not be easy to impose conditions, which while 
enabling assistance to be granted to a wider range of industries, would the 
same time not expose Government to the criticism that they ^were interfering 
with private enterprise. In the (conditions obtaining in Southern India, it Cer- 
tainly seems desirable that, subject to certain reasonable conditions, the State 
should intervene to promote industrial development where this can be effected 
without ooming into conflict witli established enterprise and in the absence 
of industrial banking facilities probably the best means of so doing would 
be by introducing a more liberal Act or modifying the objectionable clauses 
of the present Act. Tlie Act will not have fulfilled its object of promoting 
industrial development unless reasonably sound enterprises, which in the 
ordinary (course are unable to command the requisite capital for their 
dfevelopment, can have lesort to it. It cannot be claimed that during the 
period the Act has been in for(5e it has been sucjcessful in stimulating indus- 
trial development to any appreciable extent, and certainly the results have 
not so far fulfilled expectations. This may be attributed in greater or less 
degree to imperfections in the Act itself or the rules framed under it 
and in particular to the restrictive diaraeter of section 5 of the Act and to 
the present definition of ‘cottage industries* which must necessarily restrict 
the scope of the assistance that can he rendered nnder the Act to the 
handloom weaving and other cottage indnstries. On the other heiwi it 
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is possible to see in the paucity of applications for loans an indication 
that the dithcuities in the way of industrial derelopiiient in this Presidency 
are not entirely hnaiicial in cliaracter. 

13. The dii*€X!tion in which it is thought that the present Act might 
suitably be modified will now l>e briefly referred to. 

(o) It seems desirable, as already showi^ that the present definition of 
^cottage industries^ should bo relaxed so as to permit of the grant of 
loans to cottage industries carrietl on by workers in their own homes even 
though the middlemen stand to beneht in greaU*r or less degrcn* by the cot- 
tage w’orkers' labour. It w^ould seem preferable to do away altogether 

with the pi*eseiit dt^finition and adopt the definition of t'ottage industries 
originally appro%'ed by the Board of Industries, nainely, * industries earriiKl 
on in the homes of the workers as distinct from tliose I'arried on in factories.* 

{h) Under set'tion 9 of the Act, no loan <*an In* granted of an ainouut 

ext^SHHiing 50 [>er I'ent ot‘ the net value of the assets of the industrial busi- 

ness or enterprise aftei* deducting existing encumbraiueK. The main object 
in fixing the pro|*cji*tion of the umoiint of the loan adiniiisihle under tho 
Act to a i>ei*cc*iitage of the lu?! value of the asKcis of the industrial husiinwi 
is to discourage application frt>m persons who have shown no prmif of serioUN 
effort on their part by contributing some capital of their own to the enU»r- 
prise. It is considered, however, that the proportion of 50 per cx*nt uh 
enihiKlied in tho present Ac't is uniuH-<\ssarily high although it would not, 
on the other hand. Iw advisable to rmnove in its entirety the iireseiit restric- 
tion and encourage an ap[)licant to rely for all the money rtHpured for a 
iiew' enterprise on Covernment assistance. A Bill has therefore Ihhui drawn 
up further to amend the Madras State Aid to Industries Act with a view" 
to rendering it jxissihle for aid to Ik*- granted to npjdicants of an amount 
of loan equal to the net value of the assets of the industrial business or 
enterjirisc. It is hoped that this modification of the Act w'ill result in the 
receipt of an increased nuinher of applications for assistance under the Act. 

(r) Under section 9 of the Act as proposed to he amended, however, 
the grant of loans (*an only he made of an amount cHiual to tho net value 
of the assets of the industrial busim^ss or entiuprise after deducting exist- 
ing enciimhranws, even though the applicant may Ik* able to furnish sub- 
stantial security and establish the necxl for more liberal help from Ooveiii- 
ment. Moreover, there may he cases in which new' industries have no assets 
at their iiU'eption, in which case they would not he eligible lor financial 
assistance under the Act. There have in fact ht*en a number of ap|‘lications 
w'hich have had to l>e refused on the score of their having no assets (iiidus* 
trial) at the time of applying for aid, In*order thercifore to provide for 
new' industries, which have no assets of their own at the time of their incep- 
tion, and to enable assistance under the A^ t to Ik* given on a more liberal 
scale, section 9 of the A<*t would have to lie mmlified still further so as to 
take into account in fixing the amount of the loan either the net value of 
the a.s.set8 of the enterprise or hasiness or of any immovable* propert|p offered 
as •.security or of both , as tho circu instances in each l asi* may riM|uire. 

• (d) Allusion has already been made to the desiraliility of having 

power under the Act to assist existing industries where this could be done 
without coming into conflict with already establishecl private enter|>ri»e, 
and so enable reasonably sound enterprises, which in the ordinary course are 
unable to command the requisite capital for their development to have 
recourse to the A<*t. Tliis object could l»e attained by amending the Act 
so as to include an additional clause under section V (i) as follows:*— 

‘ In exceptional cases old and established industries.* 

Section 5 (3) of the Act would seem to empower Government to <t^ide 
whetJ^r or not a particnlar case could suitably lie treated as exceptional 
und^ the above sectn;p of the Act. 

(e) Tt would make for expedition in the disposal of applicationii for 
loans of comparatively small amounts if the Director of Inauatriee could 
be empowerea to sanction 8iate aid in the form specifled in daiiae (o)* 
seeiton fl of the Act, of an amount or value not exceeding tit remeet of 
any one individual business pr enterprise ten thousand m|>eei. The Ilirecior 
of Industries is already empowered under the Special Loans Builes to paut 
loans up to Rs. 10,000 and there seems no valid reason why he ritould not 

151 
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be firen similar jmwerg under the State Aid to Industries Act, partieular^jr 
as applications would have to be placed before the Board for their considera* 
tien before they could be granted. 

14. 1 have no reliable information in regard to the question of rural 
credit facilities in general or the financing of cottage industries in parti- 
cular. The Special Officer for the Survey of Cottage Industries dia not 
apparently make any study of the question of rural finance or express any 
news in regard to it. In fact there appears to be complete absence of 
reliable information on the subject and the data re^uii^ can only, I 
consider, be collected by intensive enquiries in select^ rural and where 
necessary urban areas by persons with an extensive local knowledge of the 
people, their occupations and how they arc carried on. This seems to 
have been recognised by the Government of India who suggested that the 
Provincial Committee should conduct intensive surveys of one or two 
selected districts or areas in each province, and a general survey of the 
conditions in the province as a whole in regard to agricultural and small 
scale industries allied and supplemental to agriculture with special reference 
to the question of finance. The object of the intensive survey would be 
to acquire a knowledge of the conditions, existing facilities and requirements 
of the rural population. 

Appjbndix. 


Loans granted under the State Aid to Industries Act up to Ist 

January 1930. 


Serial nomber and name of 
borrower. 


Amount of loan 
8anofion®d. 


Purpose for which loan was 
granted. 


1. Messrs. Muppana Bomar^ju 

and Vecrraju, Pedda- 
purom- 

2. Messrs. The Csrnatio Paper 

Mills, Limited, H^jah- 
mundry. 


ns. A. r. 

GOjOOe 0 0 The development of their silk fac- 
tory 80 as to permit of the pre- 
paration, twisting and dyeing 
of silk for handloom wcaveis. 
(a) 4,00,000 0 The development of their paper 

mills at Kajahmiindry. 


(d) 30,000 0 

(o) 20,000 0 

(d) 0,000 0 

6,000 0 
(/) 7.000 0 

(^) 6 462 16 

(A) 1,60.402 6 

(f) 21,260 3 


0 

0 

0 I Item (h) represents amount paid 
0 1 in discharge of a auaranteed 
a ? overdraft ; the other amounts 
represent loans granted subse- 
quently. 


Total . . 

6,49,216 

3. The Canara Bice and Saw 
Mills. Lic'ited, Coonda- 
pur- 

9,600 

4. Mr. I). Rangaswami 

Kayudu, proprietor, the 
Andal Mills, Gudiyattam. 

6,000 

6. The Kallakuriohi Co- 
operative Agricultural 

and Industrial Society, 
Limited. Rallaknriohi. 

18,600 

6. Mr. Mntnyala Seenappa 
Bamanna, Bedary. 

20,000 

7v ^ Zamindars of Belgam, 
parvatipuram. 

11,000 

8. The Salem Dye Works 
Syin4ioate, Lmited, 

B^em. 

10,000 

9. The proprietors of the Bam 
Bam Baftey Match Fac- 
tory, Tholampalayam. 

600 


8 0 

0 0 The purchase of a vertical band- 
saw. 

0 0 The setting up of two cotton 
gins. 

0 0 The development of the industries 
carried on by the Society, via., 
roundnut, decortication, rioe 
ulling and sugaroane crushing. 
0 0 The provision of working oapi& 
for his safety match factory at 
Bellary. 

0 0 Development of their pyrcteohnio 
match factory. 

0 0 To clear off liabilities. ^ 


0 0 The proviaioii of working capital 
and development of the lact^. 


7,78,916 8 0 
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Written evidence «of K W, THOMPSON, Baq., B.A., Income^Tex 

Officer, Ck)imbatore. 


^ Owing; to the ]>ublic interest taken in banking in India and iu the Kmiuiry 
Committee that is touring about at present and a^ith s]>ecial roferenee to 
Uie indigenous banking industry I would like to bring forwaixl these olnwr- 
vations tor your eonsidcration in case you sliould think that they may be of 
use to the Banking Enquii^y Committee. 

Coimbatore is railier ^^uliar in having an enormous numlHU* of small 
limited wmpani^ or nidhis. There are altogether at present alniut 125 
companies in this circle with a total subscril>ed capital of about 70 lakhs 
and with fixed, current and other deposits of alsmt 15 lakhs and this 1 
think is far and away above anything similar in any other districts in 
India. The remarkable foci is that almost uU tlie Hharcholdei*s are small 
agricultunsts, coolies, cartiiien, mill employees aiul the poorer classes of 
the community. These j>eople have been encouraged to save money and 
invest it in these companies. Previously these classes would either squander 
their income, uselessly hoard their savings, or lend it out to professional 
hoi-rowel's who had no intention of repaying the money, so that about IKI 
jMir cent oi such loans became irrei'overahle, and owing to their ignorance 
and want of education they lost their savings and thrift was not eiicourageil^ 
because they did not know what to do with their money when saved. These 
numerous nidhis, therefore, most c'ertaiiily encourage the haliit of thrift 
which is one of the |H>ints which the Government have so much at heart. 
Tile nidhis also in addition [>erform a very useful service when properly 
conducted. They finance the smaller classes oi merchants, rates of iuteresi 
charged by them are reasonable and tluw certainly CHinstitute a great asset 
in any industrial and coininercial district. Those which are properly eon* 
ducted are in a flourivshing condition and .show increasing husiness from year 
to year. Unfortunately, however, owing to tlie conliileiicc previously en- 
gendered in the public numerous other nidhis have sprung uji wliicli are not 
properly conducte<l. The hanks’ secretaries or managers conc^^rned have 
lieen running this type of nidlii purely for their own personal profit. They 
get money from the confiding shartdiolders and instead of investing it to the 
liest advantage, they make loans t4> pcmple of no standing and to their rela- 
tives or other friends, and in a few years’ time the iiidhi has to go into 
liquidation owing to its lK?ing unable to recover the loans advanced. These 
failures, which have l>een increasing in numlier in the last two or three 
years are lieginning to shake the confidence of the iiivcHting public so that 
even the well-conducted nidhi.s are feeling the effects and the prosptsjt of 
fresh nidhis being foriiKKl are greatly JetipardistMl. The liegisiration 
department e.xercises no proper control and although there are nuineroiiH 
instances where prosoemtion is called for and is di«virahle in the public intiir- 
est they go scot-free liecau-se there is nobody to take the mattf^r up and hold 
the nec€?ssary investigation. The shareholders are ♦dther tis) ignorant or 
too jtoor to move in the mutter and the directors are close friends or rela- 
tions of the secretary* It seems, therefore, very noc<^s.sar.y in the interests 
of like commercial prosperity of this district and ultimately of Government 
revenues, that greater control should he exerciseii over these nidhis. Other- 
wise in a few vears* time there will he no nidhis in this district, and not 
only will the Government revenues suffer, hut also what is uimrh more 
important the habits of thrift will once again disapiiear and the iioorer 
classes will relapse into their former apathetic and improvident ways and the 
general prosperity of the district as a w'hole is Imiind U> suffer. Before 
such a catastrophe hap|>eiis a careful enquiry should lie made an<l the 
conkdence of tl4 lower c!^ inviting public restored. As an indieaiton 
as to how much ahead this district is in comparison with other districts, 
it is interesting to not;; ^at there are three new spinning and weavii^ 
mills in ^e course of etmtemplaiion and Bie money for these mills will 
be found almost entirely in this district and althou|^ a number of share* 
hiddm will he drawn from the wealthy end landlord classes, yet mndh the 
more numerous shareholders will lie drawn from agrieulturistor miu 
efiiOloyees, coolies, carttnen, etc. I do uot think that tkis fact is gano* 
nd^ iqppreciated, but it constitutes a great asset and in cxiitseqtMiee Am 
matter should receive more attention from Government than it has mm 
in t^ past. 



Written evidence of M.RJEly. N. K. SIVARAMA. AYYAB Avargal, 
BA..» B.Zi., Income-Tax OfELoer, Tinnevelly. 


IL — Indii/cnouii ban Liny. 

Note . — The Tinnevelly circle conn)ri8es the taluks of Tinnevelly, Aniha- 
Hauiudruin, Tonkasi and Nanguneri in the Tinnevelly district. The iudi- 
genouM hankeru in Tinnevelly town are about 22 in nuinljer, while the bankers 
in the rural parts of the circle are about 10 in miinbcr. 

1. The functions of an indigenous banker are: — 

(1) Iteceiving deposits current or hxed, 

(2) lending money to tradei-s or others, and 
(d) drawing hundis. 

2. All the bankers in this circle assist in iinancing trade. The bankeis 
assist traders in the purchase of chillies, paddy, pulses, jaggery and other 
articles, these articles being exported to Travancore, Colombo and Madras. 
Jn this circle, brass vessels are manufactured on a huge scale for exi)ort 
to other parts of the Presidency, and weaving of cloth is also carrietl on on 
a large scale for export to 1'ravancore and Ceylon. The bankers assist 
these industries also. 

I am unable to give an easy answer t-o the question as to how far the 
indigenous bankers, as defined in the headnote to part JI of the question- 
naire, assists agriculture. The agriculturist who requires money for carry- 
ing on agricultural operations in the shape of j)urchase of manure, live- 
stock, etc., or will) reejnires money for paymcjit of land revenue, or for 
maintaining himself during the period when the crop is standing on the 
land, does not, generally speaking, resort to the indigenous banker. The 
reason is that the agriculturist who rcKjuires money for the purposes meu- 
tioued al)ove cannot afford to pay the rate of 12 iier cent on the average, 
which generally prevails among the indigenous bankers. He generally 
resorts to the rural money-lender who lends money at a rate varying from 
9 per cent to 12 per cent. There are however, big landowners ownings vast 
landed estates, who resort to the indigenous hanker for jiutting through 
large transactions in the shape of purchase of lands, for instance, or* for 
meeting the heavy exj^nditure involved on such occasions as marriages. 
Sometimes, the borrowing is the result of e.xtravagance or waste. These 
])ersons pay a rate of 12 per cent on the average. I do not think that 
pei*sons borrowing for the purposes just mentioned can be considered as 
borrowing for agricultural oi>eratioHs. I also understand that these per- 
sons resold; to the indigenous banker, in order that there might be an 
element of secrecy in their money-lending transactions. A part of the 
money borrowed by these big landowners is sometimes lent to tenants who 
cnllivate their lands. It is only in this indirect way that the indigenous 
banker may be said to assist agriculture. There is a disinclination, if 
not a positive aversion, on the pai*t of the indigenous banker to have 
dealings with the ordinary landowners in villages, even if they offer to 
borrow’ at high rates of interest. The money advanced to ordinary land- 
owners can only he realised at the time of harvests, and the indigenous 
banker who is not cmi the spot experiences considerable difficulty in reco- 
vering the loans made to such persons. If he misses the psychological 
moment when the ordinary landowner sells his produc*e, his chance of re- 
covering the money advanced is put off to the next harvest season/ 
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3. Tbe following table will furnish itiformaiioii as ix'gariU quostions (a), 
(b) and (r) : — ^ ^ \ > 


Koms of 
circle. 

1 

K umber 
of 

bankers. 

Capital estlmiited 
to be employed. 

estimsted 

interest. 

Exfi^nses incurred in 
earning that inlemt. 

Own 

capital 

Borrowed 

capital. 

Ill tc rest on 
depoeitm and 
on other 
borrowings 

Other expeii- 

see ttin h as 
tsitubliidi- 
menl, rent, 
mid had 
dobU. 



BS. 

Rl*. 

US. 

Ril. 

us 

Tinnevelly — 







B rban 

Ii2 

23,40,000 

60,10,000 

6,oo,(mo 

3,60,000 

1,10,000 

Rural 

10 

10,00,000 

13,C0,( 00 

l,‘n),00l» 

l,2tl,0<H) 

30,000 


Aa regards question 3 id), an indigenous banker has irequent trausactiont 
with similar indigenous l)anker.s. So far as I am aware, ho does not have 
transactions with the <-o-ojierative banks. The l)ankors in Tinnevelly have 
also transact ions with the Imperial Dank, Tinnevelly hraneli, and with the 
South India Bank, Tinnevelly, wdiieli is the i)ixmiior joint-stock bank in the 
district. 

4. Only some bankers deal in liundis. But almost every banker 
joceives deposits and issues passbooks to the tlei>ositors. WIumi rmeaev is 
lent, either a pK)Uiissory note is taken froni the party, or a passhook issued. 
The latter procedure is adopted a.s a convenient metiiod lor itMxjrding tlie 
frequent transactions between the banker and his customer. I am dealing 
wdtii the passbook of this type more fully in my answer to the next question. 
1 enclose sami)le copies of bund is (eiu losiires A and B). and jiasshooks 
(enclosure C) used in this circle. Some hankers also us<* fixed <hq)osit reeeijits, 
vouchers, and chalans (enclosuix's J), K, F, G and H); but these are not 
common. The elaborate forms in use in joint-stock hanks are not adopted 
by indigenous banker.s. 

5, (a) As mentioneii alKive, the bankers’ dealings are mainly with 

tradejTS. Thei'o are instances in which loans are made to tra<Uu*N on 
separate promissory notes. This is done when repayment of tlie loan is 
expected after the lapse of a fixed period, or when frei|uent trajisactions 
are not cxinteinplated. But the imire eonunon type is the advancing of loans 
to traders on passbooks. Thi.s may be said to represent the system ot easii 
credits. As the transactions with tradens are generally frt^fpient and nume- 
rous, it is convenient both to the hanker and to tlie trader to Iiave each 
transaction recorded in the pussliook. The first entry in tlie jiassliook lamrs 
the signature of the party who borrow.s inoru^y and also hears the appro- 
priahe stamp. But suhsoqueiit transactions are not stamped, slumps being 
affixed only when the account is settled ami interest adjusted. So far as the 
form and the headings of the J>asslxH^k are eoneerneil, there is no differeneo 
between the passbook issued to depositors, and the passixxik containing the 
transactions with customers who boriw money from the hanker. Tlie 
difference is as regards the first entry in the passlamk, w'hich U’ill show 
either that a sum is depositenJ wdth the hanker or that a sum is lent liy 
the banker. The legal effect of the loan recorchxJ iii the passlKKik Htxiins to 
l>e the same as that of a separate promissoi-y-note. As a matter ol fa<t, 
the fii*st entry in such a passliook often emliodi^ the terms in a proniissoiy 
note, namely, the repayment of the amount on demand to the banker oi 
order. Execution of mortgages by borrowers is rare. The banker does not 
wish to have his money tied up in a mortgage. Ho takes a mortgage, only 
when he considers that the financial position of his customer is not sound, 
his object being to rank as a secured creditor in any insoIveiUT r>roc<^inj|^ 
which may follow. The hanker does not insist on joint proiiui^iry notw. I 
understand that the South India Bank, Tinnevelly, generally insists on 
joint signatures to promissory notes. This seem prevail m the 

rmperial Bank. As regards the rate of intert«t, I should first sjwak of wh^ 
IS known as the Tinnevelly bazaar rate of interest, which prevails m respect 
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of transactions between one banker and another. It varies from month to 
month. The higher rate in some mouths is due to there being more demand 
for money in those months. The particulars of the TinneveSly baaaar rate 
are given below : — 


Twil month. Correi^nding Bnglish month. Bate of interest. 


Avani 

16ih AugoBi to 16ih Bepiember 

11 

annae or 81 

Jr'araiUi^i 

September to liith October , . 

9 

11 

ff H 

Arpisi 

October 

to 

November. 

8 

1 1 

M « 

Rarthigai 

B ovember to 

Deoraber. . 

8 

11 


Markali . . 

Ocoember to 

January . . 

li 

11 

f. H 

Thai 

J anoary 

to 

Febroutry , . 

11 

»f 

,f 10* 

Maai 

February 

to 

March 

1 

rupee 

12 

Pangtmi . 

March 

to 

April 

1 

ti 

•f 12 

Ohitral 

April 

to 

May 

1 


„ 12 

Vaikasi 

May 

to 

June 

U 

annas 


Ani 

Jane 

to 

July 

13 

ii 


Adi 

Jaly 

to 

August 

12 

If 

1. 0 


peroent. 

tf 

»• 

f I 

»» 

♦ I 
»» 


♦» 

»» 


The rate of interest payable on loans is not unifonn throughout the year, 
and it also slightly varies from banker to banker. It is sometimes stipu^ 
latcd that the rate of interest should be in excess of the Tiuuevelly bazaar 
rate, by 2 to 4 annas, the rate for a particular month being determined 
by adding 2 to 4 annas to tlie Tinnevelly bazaar rate for that month. The 
average rate of interest generally comes to 12 per cent throughout the year. 
But a few bankers lend at the rate of 9 poV cent from 16th August to 15th 
January, and at 12 i>er cent from 16th January to 15th August. 


5. (?#) The indigenous bankei-s provide themselves with funds both 
from own capital and from boiTowed capital. The borrowed capital 
is raised by taking deposits and by borrowing from other indigenous bankers 
and from joint-stock banks, such as the South India Bank and the Imperial 
Bank. The Iwrrowing from South India Bank and imperial Bank is not 
so common as the borrowing from other indigenous hankers. The proi>or- 
tion of own capital to borrowed capital varies from hank to hank. In the 
case of only four or five hanks the own capital is more than the borrowed 
capital. In the case of all other hanks, the l)orrowed capital is larger than 
the own capital. In some (‘ases tlie borrowed capital is about 6 to 8 times 
the own capital. Excepting deposits from customers, the main source by 
which the borrow’ed capital is raised is by one indigenous banker borrowing 
from another indigenous banker. To facilitate easy dealings between one 
indigenous banker and another, moneys pass from one banker to another 
without much formality in the shape of writing. Each banker maintains a book 
which records only transactions between himself and other bankers. The book 
is called ** «oKL.;gQ>i0Gi/ Li&v9^th (the bazaar signature liook). 

A banker who is in need of money goes to another banker, and takes money 
from him by recording the transaction in the bazaar signature book main- 
tained in that bank. He simply writes the date, the name of the banker 
who borrows, the name of the pei*son to whom money is actually paid, and 
the amount borrowed (in words and figures), but there is no formal signature 
by the hanker Iwrrowing. nor stamp. The rate of interest is not mentioned, 
for the Tinnevelly bazaar rate for the particular month applies. The rtite 
of interest is specifically mentioned, only when the banker borrows at a rate 
lower than the Tinnevelly bazaar rate. 


5. (c) The rates of interost for current and fixed deposits vary from 
banker to banker. But the rates generally prevailing are as follows : — 

Cun'cnt deposits — January to June 4 J per cent. 

July to December 3 „ 

Fixed deimits — 6 to 6J per cent throughout the year. 

6. I have stated in my answer to question 2 above that the 

agricultural community do not generally resoi*t to the indigenous banker, 
and that they borrow money from the rural money-lender. The rate of 
interest that they pay to rural money-lenders is 9 to 12 per cent. They 
also borrow from co-operative societies in villages. Hiere is no doubt that 
the reduction of the rate of interest will confer great benefit on the agpri- 
cultural community. It seems to me that the rates of interest ooitld be 
brought down by establishment of agricultural banks, whicli should get 



1166 


^Hties for borrowing at lower rate« than are prevalent in other banka, 
pie rH*er classes among the ugrieultiiral eonnnunitv Khould lie tieiTiaaded 
ixt ^nd money to such haiiKK at lower rates. I tounc^ some nunulkers of the 
^icultural community having large deposits in indigenous hanks, Batah- 
lament of agricultural banks in rural parts will attnut such deposits. 
The popular demand is that the Government should also leinl money t^ucli 
hanha at lower rates of interest. But public iunds are l>eiug eiuploved iii 
an increasing measure on capital undertakings which have tor thei r "ohiei't 
the improvement of agricultural conditions, and it is doubtful if the very 
large sums that will be requii-ed for fmanoiiig agricultural hanks throughout 
the country can be easily found by the Government. The mtahlishmeut of 
separate hanks for agriculturists and the supervision of theii* opera tious 
by the Government, with a Government guarantee for the deiwuture bonds 
issued by such banka, will lead to flow of large dc*|H)sits to .such hanks, and 
thus tend to the reduction of rates of interest paid by agriculturists. 

7. There is no prejudice against tlu> indigenous hankers. As far 
as I am aware, the dealings of indigenous hankei*s with their clienielo 
are conducted on sound lines. Bankers complain that their customers have 
more recourse to the provisions of the insolvency laws at priv^ont than in tlio 
past. It is possible that in certain ca-sas customers seek the protection of 
insolvency laws with a view to cM>mmit fraud. But the tiader also requires 
protection when his flnancial position is prejudicially affected by ndvorso 
trade conditions. But an undue restriction of the facilities granted to 
debtors for seeking the protection of insolvency co\n*ts is likely to affect the 
general trade. Some of the hankers whom T have consulted suggest a reduc- 
tion of the fees for obtaining encumbrance certificates, and the extension 
to the districts of the system of equitable nmrtgages which are now preva- 
lent only in the Presidency towns. The hankers experieu(‘e some difficulty 
in the matter of the production of their accounts in court. Books filed iii 
court are not generally returneil till the disposal of the suit. The extension 
to indigenous hankers of the facilities granted by th«> Bunk(»rs* Books 
Evidence Act and permitting such hankers to file in court certified lojiic^s 
of ledger accounts or of entries in their hooks would afford them consider a file 
relief. 

8. A provision for the coinpulsorj^ registration of all indigenous 

banks would enable them to be more 8c»rvic*eiihle lo the coinmunitv. Before 
such banks commence busine-ss, they should he requiretl to file a statement 
liefore an officer of Government giving particulars of their capital and of the 
place or places where they propose to carry on their operations. Buch a 
provision is also neces.Hary in the interests of the doi>ositor who seeks to 
deposit his money in the banks. If depositors instead of having a vague 
idea of the stability of a hanker are able to ascertain the capital of a hank 
from the records of a public oflBce, they will he inclinwl to deposit their 
money in banks more readily than at preatmt. Registration of hanks would 
enable the hanks to command more deposits, which they could make available 
for lending to traders at lower raters of interest than are now prevalent. 
I ffnd«that the interest paid by bankers on their horrowetl capital comprising 
both deposits from customers and borrowings from other indigenous liankers 
and ^rom joint-stock banks, is 7 per t?ent on the average. T should think 

that if ^ey are able to get larger deposits, they would not liave to pay 

7 per cent on their borrowed capital, and paying a lower rate on borrowed 
capital should necessarily bring about a reduction in the rate of interest at 
which they lend to their customers. 

9. The question as to the net return to the indigenous hanker 

on his capital can be satisfactorily answered, only by taking into consideration 
the own capital as well as the borrowed capital of the banker. The statistKrs 
gathered by me show that the gross interest rc-ceived by a hanker is 8 per 
cent on his own capital ^nd borrowed capital c^omhinefl. It will be wwn 

that this rate of interest is lower than the average rate of 12 per cent 

mentioned by me above. This seems to he due to the fact that the capital 
of a hanker cannot he employed throughout the year. The interest P^id 
by the hanker on his deposits and other borrowings is 7 per ^nt on the 
borrowed capital. All other expenses such as establishment charg^, rent 
for hnainess premises, travelling expen^ and hod debts come to about Ij 
per cent on the total capital, comprising both own capital and borrowea 
rapital* As regards interest on borrowed capital and expenses, there is a 
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difference between the indigenoun banks in Tinnevehy town and the indi- 
genous banks outside Tinnevelly town, such as those at V^eeravanallur, 
Kallidaikuriehi and Ainbasaiiuidratn. The latter banks have to pay a greater 
rate of interest on their t>or rowed capital, owing to their receiving less 
deposits than the banks in Tinnevelly town. As regards exi>eii8es such as 
establisliment charges, rent, etc., the banks in Tinnevelly town incur a little 
more expenditure than the banks outside Tinnevelly town. This is due to the 
fact that the scale of salaries of clerks and the rent for business premises 
are higher in Tinnevelly town. I shall take the case of a banker with owm 
capital of 1 lakh and borrowed capital of 4 lakhs. The net return has to bo 
determined as follows: — 


R8. RS. 

Gross receApts — 8 i>er cent on total capital, 
viz., ... ... ... ... ... ... „... 40,000 

Deduct — 

Interest on borrowed capital, viz., 

Rs, 4,00, CKX), at 7 per cent 23,000 * 

Expenses on Rs. 5,00,000 at IJ per c^ent ... 7,500 

35,500 


4,500 

This results in a net return of 4i per c-ent pn own capital. If, on the other 
hand, the pio])ortion of own capital to borrowed capital is larger, the net 
return per (tent on ow'n capital, will also be larger. 

10. There are occasions when an indigenous hanker refuses to 
grant loans to a customer whose financial condition is not sound. But money 
is never refused to a customer in a sound financial position. The indigenous 
banker can always meet the demands of approved custoniei>» hy raising 
money from other indigenou.s bankers or from joint-sto(*k banks. 

11. The establishment of a branch of a Central Reserve Bank or 
of a similar institution would enable indigenous banks to borrow at low*er 
rates than at present. It will also enable them to deposit money wuth such 
banks when it is not needed by themselves, re<^eiving nominal rates of inte- 
rest, say 2 or 3 per cent. One of the means for avoiding the competition 
of such an institution with indigenous banks is by its giving on the deposits 
of its customers low^er rates of interast than are given by indigenous bankers. 

12. There are occasions when owing to the slackness in trade 
the indigenous banker is not able to employ his money throughout the year. 
For instance, there will not be a great demand for money from the ICih 
August to 15th January. Ou such occasions money is lent by one banker 
to another at a lower rate of interest, say at a rate of 2 annas less than 
the Tinnevelly bazaar rate. In the case of Nattukottai Chetti bankers, 
they send money to such places as Rangoon. In the dull season, the bankei-s 
do not i^uire the immediate return^ of money lent by them. They. some- 
times stipulate that though the money is lent ostensibly on a promissorj'- 
note, it IS payable only after the lapse of a fixed period. This stipidation 
is recorded in a separate varthamanam letter taken from the customer. I 
do not think that owing to the non-employ inent of money throughout the 
year, there is any large flowing of the money to the pi'ovincial capital, except 
in the case of Nattukottai Chetti bankers mentioned above. There are only 
about half a dozen such bankers in this circle. 
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Written evidence cf Mr. D. M. SABAVAI^A, Income-Tax 0«oer, 
Fourth Circle, Madras. 


I * 

Monograph on a Mar war i hanker. 

As Jews have been in Europe, so have Marwaris Vieen from ancient times 
the money-lenders in the State. They have controlled the finance of the 
country for good and evil. By nature they are tlirifty and are endowed 
with a keen sense of business acumen. They can roughly Iw grouped under 
two chief heads — 

(1) Those who mainly lend money on the security of jewels, old vessels, 
clothes, etc. 

(2) Those who lend to their caste brethren on the roplcdge of sucli 
securities, and who also finance the trade of the country to a liinitiHl extent 
through negotiable instruments. 

Dilating on Class I we find that this type of Marwari w'ts up husmess 
of his own after putting in a period of apprenticeship with the olilor firms. 
He has very little owni capital. He begins by lending money siiy from 
annas four to Bs. ‘2.5 to the poor and needy clnsses likci workshop coolies, low- 
paid Municipal and Railway eniploycjos, clerks, etc. The rulers of interest 
vary from 18 to 150 per cent. If a man lK)rrows Rs. 2 on vessels or old 
clothes the rate charged is annas 4, i.o., 150 per (»ent. If he borrows 
Rs. 3-8-0 (a pagoda) or multiples of pagodas on jewel lc»ry the rate is anna 
one a pagoda or 28? per cent. If he borrf>\vs Rs. 25 or multiples of 
Rs. 25 the rate of interest is 18 per cent. 

He maintains his books on a single entry basis and does not open separate 
accounts for each debtor hut groups them under licitds according to tho 
amounts lent. As and when these debts are liquidated he squares off tho 
accounts by inserting the relative datexs against their names. More adven- 
turous amongst them also start a little business of lending money on personal 
securities. But as the risks attendant on this class of husinc^ are great 
the rates charged are usurious, say, anything between 18 to 50 per cent. 

With the increase in capital he turns his directions to middle classes to 
whom he lends money on the security of ornaments and property. Here tho 
rates are lower, between 9 to 16 per cent. The working capital say anything 
between Rs. 5,000 to Rs. 50,000 comprises a part his own and a part l>or- 
rowed from Sowcar Marwaris at rates from 8 to 12 per cxuit on repleclgo of 
mortgaged ornaments. The working expenses arc meagre, say one or two 
gumastas earning Rs. 200 to Rs. 300 per year with free board and IcKiging, 
roughly about Rs. 600 messing charges, rent Rs. 300 and sundry exponM% 
Rfi.^lOO. The net percentage earned by this cla.ss of Marwari is between 
15 to 25 per cent. 

If the debt is not redeemed for a considerable time the mortgaged 
articles are disposed of in a public auction or transferwd to a separate 
account in the books and sold gradually. On this he is said to make n clear 
profit of to 30 per cent. 

This class of Marwaris has earned a bad reputation in the city both 
on acoount of usurious rates charged by him as also for certain malpra^iccjs 
which often come to light when the case reaches its final stage in a Court 
of law. 

It is customary with him to deduct interest at the time of advance. 
Marwari is a benefactor in his own way. It is alone the 

turn his eyee as a last resource when all avenues of help are shut out. Witn 
the better sort of Marwaris the dealings are usually fair and 
vAm the security is safe the rate charged is cori^pondingly low. Toy 
of money-lenders raise an its capital at Madras^ He has no credit at Jliarwaf • 
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One advant^e of local borrowing is that the banker is able to return the 
aurpt|is capital in times of slack season, and therby reduce his overhead 
interest charges whereas sums borrowed at Marwar are usually for stipu- 
lated periods only* 

With regard to the method of keeping accounts his relations with 
borrowing public are on cash basis whilst with his own castemen, mercantile 
^ system of accounting usually prevails. 

2. This type of Marwaris almost resembles the Multani in his dealing 
with the customers. But he differs in that he does not re-discount his 
hundis with joint-stock banks and generally advances money on pro-notes. 
His idea is investment. It is because of this that in sla^ season when 
the capital is lying idle the Marwar i is tempted to advance further sums 
even on flimsy securities. The outcome is a portfolio of doubtful debts which- 
ultimately has to be written off as bad. Tnis state hd» put a set back to 
the enthusiasm and the rather speculative spirit of this class of bankers 
and there is a growing tendency to migrate to other places in the Presidency 
like Tenali, Bei^rada, etc., where credit still holds good. 

The rate of interest charged to merchants is from 12 to 18 per cent. 

The working capital is about half own and half borrowed mostly in 
Marwar where cheap rates from 4J to 7 per cent prevail, from want of 
sufficient local employment of funds. 

By temperament the Marwari is conservative and forms an exclusive 

gt^oUp. 

His wants are few. 

The paterfamilias spirit is still in existence and disputes amongst the 
class are, generailly referred to the elders whose award is binding. 

As stated previously this class acts as banker to his own castemen who 
do business in pawnbroking. The rates on such repledge of ornaments are 
between 8 to 10 per cent. 

The relations between a Marwari banker and his gumastas are cordial. 
The latter practically control the whole business, the proprietor being in 
most cases an almentee at Marwar. The gumasta truthfully conducts the 
business and always has the interest of his proprietor at heart; very rarely 
do we hear of a case of defalcation by a Marwari employee. The employer 
reciprocates the sentiment, for, after the gumasta has served for a number 
of years he allows him to start a separate business of his own and helps 
him by lending money on moderate rates of interest. This is how Marwari 
bankers multiply. Marwari bankers have very rarely any dealings with 
joint-stock banks. They hardly ever oi>en deposit accounts with them. Their 
method of doing business is rough and ready and so could not appreciate 
nor have patience enough for the elaborate machinery and the legal forma-'" 
lity that are generally observed in a joint-stock bank, before a businfew is 
transacted. 

p 

Their doors are practically open all the 365 days in a year and for a 
btfsiness man access could he had to them at any odd hour. 

A Marwari concentrates his attentions to towns and cities. He rarely 
migrates to villages. Consequently he is not of much help to agriculturists 
at the time the crop is ready to be moved. 

II 

Monograph on Multani hanker, 

Tbo Multahi bahker acte as a middleman between a ^inbstock bank and 
a 'brader. He haik from Sind. Coming from an enterprising class o£ people, 
he has spread about almost all the towns and cities in India. He deals in 
hututi paper and generally lends money on personal security. Whenever a 
trader is in head of mouey to finance his goo^, he approaches a Multani 
banker. If the mail is not already on the lists he will institute otrtside 



enquiries, and if satisfied^ as to the financial stability and integrity of the 
customer he will ask him to draw up the paper. The hundis are geheraliy 
drawn for 30> 60 and 90 days and rarely for 120 days. The Multani charges 
inteiest between 9 and 15 per cent which be deducts in advance. Cl^n hiii 
own side, he has his limit fixed with the bank up to which amount he cau 
transact business at any one time. This limit is fully utilised during the 
busy season. He believes in rolling money and consequently the volume of 
business done by him in a year is about 10 times his own capital. In slack * 
seascm when money is returned, ho does not keep it idle in his coffers but 
loans it out to Nattukottai Chettis at low rates of interest. From time to 
time he repairs to bank and rediscounts hundis for tlio uncxpirod porioil 
at Uie prevailing bank rate. Being cautious and convoi-sant with the haaaar 
conditions he rarely suffers losses by w^ay of bad debts. His expenses ai'c 
limited. He does not need a regular establishment, has about 2 or 3 
gumastas mostly his relatives to do the errand work. On the whole he could 
safely be said to earn about 5 per cent on his total outturn. Theix^ are 
about 10 to 15 Multani Shroffs in Madras and the total capital invested by 
them in business is roughly 15 to 20 lakhs. 
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Written eridenee of Ur. Ju SAVABIZrATHA m«LAZ 
Aeeistant Ckviiuiiieeioner of Inoome-Tu:, Soutlieni Bange. 


MONOaHAFH ON NATTUKOITAI CHETTIS* BANKING BUSINESS. 

Introduction. 

The Nattukottai Chettu form one of the chief indigenous banking castes 
that conduct their hnancial operations in this Presidency. The Marwaris, 
who are an equally important community, do business in the Telugu districts, 
in Madras and in impoi-tant stations in Tamil districts, whereas the Nattu- 
kottai Chettis, whose place of birth is in this Province, do business to a 
limited scale only in the Tamil tract of Southern India and the volume of 
their money-lending business and other transactions is conducted (t) in 
Burma wherein they commenced their business only after the annc^xation 
of that Province in 1852 by the British Government and they have now 
penetrated to the remotest villages, (ii) in Federated Malay States and 
Straits Settlements including imiK)rtant places in the neighbourhood such 
as Delli-Medau in Dutch East Indies, Bankok. Siam, etc., (iii) French 
C^hin China and (iv) Ceylon. They say that they have been trading in 
Singapore and Ceylon from about a hundred years back and that they used 
to sell in Malaya lungi cloths dyed in the East Coast of this Presidency; 
similarly they used to sell in Ceylon rice, coriander and pulses exi>orted from 
Calcutta ana partly from Tanjore. There was till 1910 a large colony of 
Chetti shops established in Calcutta from olden times ; latterly these shops 
used to receive only deposits from Bengalis, but as a result of the severe shock 
to their credit sustained in the period from 1908 to 1912 owing to the collapse 
of seven or eight Chetti shops in Calcutta, they were not able to do further 
business in Bengal. They have now no business of any kind in the Bengal 
Presidency. Besides the Marwaris and Chettiyars there is also one other 
important class of indigenous bankers in this Presidency, who reciuire men- 
tion, viz., the wealthy Kamiims in the delta tracts of Telugu districts as 
well as the Vaisya bankers, who do money-lending busines-s with own and 
borrowed capital, i.e., the Kamiuas of Volaiigi, a rich village near Cocanada, 
and other places in Godavari and Kistna del^s like Tanuku, Tenali, Bapatla, 
etc., Jbhe Mothays of Ellore and other rich Vaisyas in Rajahmuiidiy^ Amalapur 
and Razolo. Jn the Telugu country, however, each money-lender is a class 
by himself; thei'e is no unity of purpose as between the numerous money- 
lenders of the Kamma or Vaisya community and no special or common 
distinguishing feature in them, such as exists in the case of Marwaris and 
Nattukottai Chettis, except perhaps the high rates of interest charged to 
their debtors. Far the best organized of all the indigenous bankers is the 
Nattukottai Chetti class as observed by eminent banking authorities in liooks 
written on the subject. • 

2. The comiHietness of the Nattukottai Chet tin . — A tract called ^the 
* Chettinad ’ is the home of the Chettis where they have to settle down and 
build their permanent houses for their families to reside, whatever may be 
the countries they travel or stay in temporarily for the purpose of their 
business. Geographically this tract is an undefined area; but in the regu- 
lations that bind the caste of the Chetti community, it is mentioned as the 
area Ip^ing south of Vellayar river in the Pudukottah State, north of the 
Vaigai river, east of Piranmalai — a mountain peak that hsa given its name 
to Ime neigbDOuring village in the north-west Gorner of the Ramnad district 
— and west of the sea. A look at the map shows that this tract which, the 
jfChettis say, they Selected for their home from the time of their migratioh 
from fhe Cnqla Kingdom, lies partly in the Pudukottah State and partlv in 
the Bamnad district. They have settled down in 78 village, 20 of which 
are in Pudukottah and 58 in Ramnad* they have adso got residences in other 
villages in the nei^bourhood. The Chettiyars are also called Nagarathars 
from their being allotted for social purposes into 9 * nagarams or townihips, 
and at the head of each is ona temple. Their total population ac^i^ng to 
the census taken in the year 1921 — ^full details of which with special reference 
- , 

•The nine temples are; Bayathakudi, Mattur, yairavankoU, lianiur, 
PUlayarpatti, Nemam, Iluppakudi, Buraikudi and Velangudi. 
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to this oommimity is giTen ia the * Oolian diary o£ the year Duumatiii (Ciovi^ 
poajiiag o£&cial year 1921-22) is 40, 6(^. Of these 12,000 beioug to the rtUages 
ol the Pudukottmh State aad 28,000 to villages situated ia British ladia. 
They are divided into a aamber of gothrams (about 25 in all) for marriage 
aad ad<»ption purposefi ; aad the social uait is desigaated as a pulli, i.e., a 
married couple, llie temples to which these families are allott^ levy what 
is called a l*uUivarif i.e., a tax oa each married couple aad soiiietiates aa 
Asthivarif a cess calculated at a ^roeatage of the business capital when ^ 
larger contributions are required. Turning to the business characteratics of 
the community which, it has to be noted, has made them successful in life as 
bankers aad very wealthy, 1 refer below to the following features coinmba 
to all Chettiyars doing money-lending, banking or other businesses. 

d. Method of accounting , — The system of accounting followed is the double 
entry system of book-keeping and this is well undeistood by Chettis who 
are trained up in it from a very young age, from about 8 geuerally — aoiis 
of rich persons being apprenticed to learn business in bnns iliat do not 
belong to their parents. Nattukottai Chettiyars are not nieie money-lenders, 
but they have alway.s been regarded as bankers by the civil courts in this 
Presidency and in Burma, os they lend not only their own capital but also 
the borioAved capital deposited u'ith them by their customers. There aro 
two classes of deposits which they take from people of their oa'ii community 
and from outsiders. The first is the current account deposit on which a 
Nadappu vaddi or current rate of interest is allowed. 'I’he second is the 
thavanai deposits, i.e., loans repayable after a definite ihavanai or period 
of rest. 'I'hiH period is two months in Rangoon, three months, sometimes six 
months or one year in Federated Malay States and Ceylon and if the thavanai 
deposit is not demanded after the oxi>iry of the rest, interest is add€3d after 
tlie completion of each Ihavanai. As lietween members of their own com- 
munity Nattukottai Chettis follow generally the mercantile svstem of 
acc'ouiiting, while in regaid to dealings witli non-Chottis, i.e., Burtimns, 
Chinese or Tamiliaiis in Madras they adopt the cash basis system, i.e., oi 
recording actual cash reteipts and debiting actual disbursements. Under 
the mercantile system they credit thomselve.H with interest due to them and 
similarly debit intei'est payable by them each yoai*, alter exchanging vaddi 
chittais, i.e., memorandum of intei*est calculations wdiich are first acc^epied 
by the parties mutually affected, l>efore adjustment is made in the bcxiks. 
The accyiracjy attained is very great «.s sinnll fractions are used by them 
in these calculations, viz., 1/16 (voesam or magnr'), 1/20 (ma), 1/320 (mun- 
thiri) including the lowest ‘ iinnu ^ or 1/3200. Apart from this accuracy tho 
high rates of interest charged enable them ordinarily to double their cax^ital 
within less than five years, e.g., at 12 per c‘ent thavanai interest and two 
months’ rests^ the principsd is, 1 am told, doubled in four years and odd. 
Financial position is checked from time to time by their taking through their 
agents abroad Aiyanthogais, i.e., trial balances. The principals, if they 
remain at headquarters. Keep tliemselves informed of their business progress 
abroad by means of weekly or monthly despatches of day book extracts sent 
by their agents and they regulate and control their business by means of 
correspondence. As money-lenders they have not been surpassed by any 
oth^r community. They are particularly noted for their skill in building up, 
maintaining and expanding their credit, the arrangements they make for 
keeping a liquid possession and the careful manner in which they lend out 
their money. Some of them still keep their accounts in the age-old and 
traditional cadjan leaves. Thou^ the implements of this system lie the 
primitive palmyra leaf and a pointed steel, it carries with it an advantage 
in that it serves the purpose of a loose leaf ledger of an up-to-date design ; 
but on the other hand when the cadjan accounts are prcxluc^ beforo income- 
tax authorities there is no guarantee that the ledger book is complete and 
that some leaves have not been removed* 

4. System of doing business in distant places like Federated MaUig 
States^ Burmat Ceylon through Agents , — This is peculiar to Nattukottai 
Oiettis and there are certain features about it which require to be 8x>ecially 
mentioned. It enables the Nattukottai Chetti to bring down his overhead 
charges to a low level udiile it encourages honesty and devotion to wo|*k by 
the system ^ payment by results. Agents are remunerated in the form not 
only of salary but also in addition of a lion us calculated at a percentage of 
net profits. The main features t of the agency system as adopted hf Nattn- 
kottai Chettis are summarised below : — 

* Oolian is a Tamil Wedcly published at Karaikudi in C^etiihad, 
t 28 Indiaii Cases 135, A.I.R., 1927, Madras 478, Indian Cases, Yolumf 
page 768 and 31 Indian Cases 783. . 



(а) People of moderate meatiH usually elect to go to dktaut places ms 
agents, vis., of shops in Burma, Federated Malay States, etc. The pay varies 
according to the clistance of the place, capacity of the man and volume of 
transactions. Only Chettis are appointed as agents. The period of an 
agency is usually three years. Salary is hxed for the entire period and a 
part of it is paid in advance and a salary chit is written up by the agent 
embodying the terms of his employment and handed over by him to his 
principal. Messing charges of agent are defrayed by principal. 

(б) The relation between the agent and the principal is not that of 
trustee and cestui que trust Imt that of debtor and creditor. When the 
act of an agent has l>een effectively ratified by the conduct of the principal, 
the agent is legally relieved of personal responsibility to his principal for 
acting in excess of authority. The agent sends periodical extr^ts of 
accounts to his principal at headquarters and keeps in touch with him and 
is under his general control by means of correspondent. 

(c) The a^ent is given, if he proves himself energetic and industrious, a 
bonus of 10 per cent of net profits, generally on the expii-y of the agency 
term of three years. 

(d) Six montlis before the expiiy of one agency, his successor is appointed 
who works with old agent conjointly and studies the local conditions and 
financial position of his constituents. Debts of business, which have not 
been realised are valued by the new^ agent and if they are not good, they 
are taken over by him from the old agent at a valuation and kept in a 
special ledger called ‘ Methuniluvai ’ or doubtful debts. Civil courts recog- 
niiso the fairness of this procedure and also have ruled that the old agent 
is not liable to the iirincipal for losses in case of such bad debts, provided 
ho is not guilty of misconduct. If the new agent considers some of the 
items bad he can refuse to take them over from the old agent in which case 
the latter continues responsible to his principal till they are recovered. 

(e) On relief the old agent retums directly to his head office to give 
an account of his stewardshiji, delivei*s over his papers, settles his accounts 
and goes to his village for enjoying his rest of three years. After this, he seeks 
re-employment under his old firm or any other employer. If he had taken 
a bonus from his old employer, he is entitled to the first refusal in the 
matter of re-engagement of services. In time such agents amass enough 
wealth to start business on their own account. 

5. Present wealth of the Nattukottai Chetti comvxuiiity and cmuxxirison 
with their assets thirty years back , — The statistics available in the Income-tax 
Department are not sufficient for compiling a statement showing the present 
wealth of the community. In the first place, taking the capital invested 
by Chettis iir foreign places like Ceylon, Federated Malay States, etc., the 
information that they produce before an Income-tax officer at the time of 
yearly assessments is very meagre generally ; the foreign assets are not given 
in most cases and what is produced is merely day book extracts of the 
previous year in order to enable the Income-tax officer to decide whether 
the assessee remitted any money into British India or not. According to 
the Income-tax Act foreign business profits are assessable to inoeme^tax toly 
when received in British India. Therefore the foreign capital of the Nattu- 
kottai Chettis is not, in many cases, ascertainable and can only be estimated. 
The second reason is that a very large number of Nattukottai Chettis are 
assessed in Burma, which has b^n declared to be the principal place of 
business of several Chettis or their partnerships or their sole pLace of busi- 
ness. While the Chettis assessed in the Chettinad are only 2,8^ and in other 
Tamil districts about 300 paying income-tax and super-tax of 15i lalffis, 
there are as many as 1,600 assessees assessed in Burma about whom informa- 
tion is not available here. Thirdly, Chettis do not always produce their 
entire accounts before the inoome-tax authorities here but only some brancffi 
accounts. They deny the existence of other accounts and the headquarters 
accounts in many cases, thoug^h the head<]}uarters accounts if produced would 
show their true nnanoial position. Sometimes they say Uiey have no ^ooounts 
at all and an estimate. 

It will thus be seen that we have to depend on an estimate of their 
approximate wealth in the shape of business capital, houses, jewels, landed 
properties, etc., in order to assess their financial position* correctly. The 
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laoome-^tu Officer of Cheitinad were requested to compile a statement 
diowii^ the asseta of the Nattukottai Chettia. They have made careful 
iuveetiltations ; and the total wealth as reported by them based on estimates 
for each villa^ comes to about 80 crores as per details below : — 

(a) Monty4endinQ (oxen capiUil) emjjioyed in bxtsixxtss— 

RH. 

Karaikudi First Circle OJ crores. 

Karaikudi Second Circle 16 ,, 

Karaikudi Third Circle ... ... ... 44 ,, 

Sivaganga Circle ... 6 ,, 

56 crores. 

(h) Invesiments in houses and jexctJs , — The Nattukottai 
Chetti invests largely in houses and jewels, although 
this is practically dead capital, the reason being 
that his credit is built on a peculiar basis. It is the 
value of his house, the jewellei’y he is master of and 
the lands that he owns that determine his credit in 
the eyes of his ow'n caste-men oa well as by others 
who wish to invest their savings with him. The first 
instinct of a Chetti who has amassed money is to 
construct a house as big as he can. We may see numer- 
ous massive, spacious and fine buildings in the 
Chettinad in architectural style unique in its oAvn 
way. In Devakottai alone there are said to bo .-WK) 
houses costing not less than u lakh each and the 
officer has seen personally not less than l(X) of them. 

The total amount so spent in houses is estimated at 
6 crores and in jewels another amount of 4 crores : 

Total 10 crores ... ... ... 10 crores. 

(r) Monethlf-uding capital of the Chettis in Pndxikottah 
Siaiey many of whom do business in Uritish India, i.c., 
in Burma and also in this Presidency. — There are 
twenty villages with a population of 12,000. Many of 
them are exceedingly ricn and finance husinc^os in 
South India, Burma and other places. Capital esti- 
mated at 14 crores 14 crores. 

Houses 2i crores and jewels 2 crores ... ... 41 crores. 

(d) Investments in agricultural lands, house properties, 
rubber gardens, tea estates, coconut plantafiojis, etc., 
in Fedenifed Malay States, Ceylon, Burma and other 
places. — The ownings in distant places cannot even he 
approximately fixed as there is no information avail- 
able, but it is understood that the Chettis have very 
valuable possessions ahroatl in the shape of rubber 
plantations, tea gardens, coconut gardens in Fed^^- 
ratod Malay States, Saigon, Ceylon and in Burma 
where agricultural lands are also extensively owned. 

In this Presidency the landed properties owTied by 

Chettis and acquired by them mostly in the course 

of money-lending business are scattered about in 

numerous districts. Some of them have largo 

cardamom plantations in Travancore hills. Once upon 

a time there was a cras&e among Chetti yars to invest 

In lands and the sentiment of being landed magnates 

appealed to them and they acquired portions of 

samindari estates, etc. Now, however, they have 

stopped this kind of investment as they do not find 

it profitable. Many Devakottai assessei^s have a large 

portion of their assets locked up in this form and are 

at a disadvantage. The total assets in the shape of 

immovable land^ properties can be taken at Rs. 16 

crores 16 crores. 

Total ... 794 or 80 

crom 
roundly* 
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Aggr^ate amount of own capita! rolling in bnainosa among Katlii^ 
kottai Chettis aa a oommunity thus comes to SO croroe; t hi s Is approaciniately 
equal to the estimate franied by several bosiness men whom I have consulted 
and who hare h^ occasion to make independent enquiries for asoertaining 
the financial position of the community tor iheir purposes. The bon^ww 
capital, which Chettis take as deposits from their customers in British 
India, i.e., Madras and Burma and from their constituents in Federated 
Malay States and abroad may be approximately taken at 50 per cent of 
their own capital or about 25 crores in all. The total capital — own and 
borrowed — employed in business thus comes to about 75 crores. Of this, if 
we deduct 8 crores as being the estimated deposits made by the Chetti men 
and women *by way of investments, the distribution of the b^aUce of 07 crores 
according to locale is fixed by Nattukottai Chettis, who know the volumes 
of business in the foreign places, as follows : — 

BB. 

Madras Presidency ... ... ... ... ... 3 crores. 

Bunna (own capital 15 crores and borrowed *50 • 

V per cent or total) 23 ,, 

In Federated Malay States, Straits Settlements, 

Dutch East Indies. Siam (own and borrowed) ... 20 ,, 

In Saigon in French Cochin China 6 ,, 

In Ceylon (own capital 10 crores and liorrowfd 50 

percent) ... ... ... 15 ,, 


Total ... 66 crores. 


6. The total aesets of the Nattukottai Chetti community 30 yecirs hack, — In 
writing about Chettiyars of this Presidency in the Indian Review ^ a journal 
published at Madras, the late Justice Mr. P. R. Sundara Ayyar, who was a 
legal practitioner with a large Chetti clientele, made the following observations 
in January 1906 regarding their w’^ealth. The Editor says in his foreword 
about the author of the article that there was none, who could speak with 
better knowledge and authority al>out Nattukottai Chettis: — 

** About ten years ago, i.e., in 1896 a prominent member of the Chetti 
community told me that his community numbered 10, (XK) people in all and 
that the aggregate property they possessed was estimated at 10 crores which 
gives an average of Rs. 10, (XX) for each individual. We doubt whether there 
is any community which can show a higher degree of average wealth.” 

The present wealth of the Chetti oommunity according to estimate framed 
above comes to about 80 crores. It may be perhaps a little more or a little 
less, but the estimate is approximate and it shows the enormous increase 
made by the Nattukottai Cnettis to their assets within the space of the 
past 30 years. The causes that have contributed to this accretion are mainly 
the nature of the business that they do, i.e., money-lending coupled with the 
very high rates of interest charged in places like Burma, Federated Malay 
States, etc., w^hich brings in a steady increase of income year after year. 
There were also some windfalls which enabled the Chettis to make Iq^ge 
profits in recent years. These are referred to in financial * journals, I 
mention them below: — 

(/) Oil Companies in Burma. — Some years back, i.e., about 1910, a large 
business man in Burma of the name of Mawer, who was a big speculator 
in rice, had his plans and calculations miscarried and his creditors Bmong 
whom were a large number of Chettiyars had to take payments in the i^ape 
of shares of the Indo-Burma Petroleum Company of which he had a large 
holding. These shares were of small value originally and suddenly appre- 
ciated in the market; and the recipients of the shares gardually Bold away 
the scrips for large profits and realii^ cash. The extent of the profits then 
made can be judged from the fact that oil shares of the value of 3 lakhs 
^rorohased in 1908 are mentioned in a judgment of the Madrid High Court t 
hy Justice Coutts TVotter to have appremated to one crore in 1915. There 
were a good many Chettis who, it is said, benefited by this deeding. 

(if) Rnhher aardens. — ^During the time of the crisis in ruhb# eome 
years back, the Chettiyars were hard hit and they had to take over^ rubber. 
States belonging to their debtors in Burma. Federated Malay States, Btruto 
Settlements and Ceylon, etc. After i^ime time rubber prices improved jpi^ 


* Indian Finance Issue of 17th August 1929. 
t A.I.R., 1927, Madras, 478. 



the estates whtcb were takea over for »acrilice prices be^an to boom, enablin|t 
the new Cbetti proprietors to dear off hanosome profits in many oases* 
Instances of estates in which one aero was taken for less than Rs. 100 value 
and was sold away or is now worth oyer Rs, 1,000 per acre are nientioned 
hy several Naitukottai Chettis. An instaiiec is cited l>y the Third Circle 
Officer, Karaikudi, of a man in Federated Malay StaU's a-hoso assets 14 
years back were a^orth 1*30 lakhs and are now’ 20 lakhs to apnre- 

ciation of rubl>er. Practically the entire Chettiyar ix>iiinunuiy has l>en©fttod 
hy this cause. 

(lit) nice control in ('^et/lon during the War time. — This was another 
windfall which contributed to a larg^ influx of wealth ^ptHjially to Chettjs 
living in Tiruppattur side in the villages of Neikuppai, Kandrainanikkam 
and surroundings. Whether the means adopUnl t4> cmrn this income wei'o 
fair or not, numerous Chetiis in these villages, who were w’orth nothing 
before the War w’ere found to posscHs surplnst^ of 10 lakhs or over after 
the termination of the rice control. 

7. Qiimfion 1. — State what you know’ of the functions of the indigenous 
hank or hanker in your district or provinct' enumernting all 
kinds of business the hank or hanker transacts? 

As already stated, Chetiis have Iveen hitherto regarded es I tankers 
only in a limited sen-se for the reason that iliey lend to others not only 
their own money hut also moneys horrow^ed, i.o., the deposits that they 
receive from tfieir constituents. A survey of tlie numerous kinds of 

business done by them in this Provimsi. Burma and other places shows 
that many still follow closely the time-honoui ed profession ol m.)ne^« 
lending and there are some wdio do other forniu of hanking. 

*4. — Iteceiring of (lepo$its. — C'hettiynrs re<‘eive deposits partly from 
members of their own community and partly from the outside public. 
All Chetti ladie^s have stridhnnams, moneys to their credit made 
up of the sums given hy their parents as dowry at the time of mar- 
riage necording to the rnamnl of their caste and accretions in the slmne 
of marriage presents, etc., which constitute their personal property. Tlieso 
they depasit for interest either in their hiishands’ shops or in those of 
other Chettis know'n to them. A feature of deposits made hy Chettis ig 

that they do not generally place the amount entirely in one shop, hut 

deposit it in a number of shops for piirposog of stability. The ngtires 

furnished by Chettinad officers show that tlie jiersons w’ho derive income 
from interest on deposits alone are 823 and amount so depositiHl 4i crores. 
Including deposits hy others doing husineas, total deposits can he taken 
at not than 8* crores. The deposits conHist of tw’o kinds, (i) current 
deposit in which the nadappu rate of interest is allowed and (ii) the 
thavanai deposit — please see paragraph 3 above. The distinction between 
these two classes lies in respect of the interest paid as out iiilly in my 
reply to question 5 (r). For these deposits, deposit letters are 
sometimes given and sometimes not. The deposits maxle hy non-Chottis are 
also large and on these, rates of iiiter€*st more or less etpial to the current 
rates are allowe<l. In Madras many legal practitioners and others having 
profiSaional dealings with them deposit their mrmevs only in Chetti firms, 
as % higher rat© of interest is given than thev can obtain elsewhere. These 
deposits are made mainlv in towns and not in rural parts. Of late, how- 
ever, the confidence of the investing public in Chetti shops has been shakea 
hy the failure of some of the Chetti firms. In Burma big Marwaris, 
Burmese and Chinese deposit their moneys on a large scale with Cheitiyars 
according to the account given to me hy some witnesses. The same position 
appears to prevail in Fi^ierated Malay Rtates and Ceylon also. One feature 
of these deposits is that they are not fixed-term deposits os is taken hy 
joint-stock hank.s. The Chettis consider it to be opposed to the customs cif 
their caste to fix such periods — a circumstance that has operated to their 
disadvantage in some cases. Hie idea of receiving savings banks deposits is 
unknown. 


Note. — Generdly, in C^ietti shops, sole ^^ncerns, or partnershi;>s run 
through# agente, the^ncipal fixes own capital at only a nominal amonni 
of generally Rs. 21,000, thoui^i business may be done for over 10 U^. 
The batgim of capital is called surplus or mcmibanam and is lenoatied 
fom of thavanai or cuiywt deposit on which mtereet is diarg^ liefore 
eaieulatuig proffts on which agenCs bonus is fixed. This hi . ^ 


as bwiiMu capiul in the etstistics here. 
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Jj^^Lending of money. — As already slated, Ui© money-lending trai^ 
actions conducted by Chettis in this Presidency are on a scal^ 

Taking the cases of 136 indigenous bankers doing business locally ifntn 
businesses abroad about whom the four Chettinad officers have luimialied 
detailed figures, the following shows the distribution of their capital in 
the various places: — 


liocal money-lending 


LAKHS. 

.. 217-54 

Burma 



.. 31364 

Federated Malay States 



.. 265 19 

Ceylon ... ... 



.. 6195 


Total . 

.. 858 32 


Out of the 2,882 Nattukottai Chettis assessed by the Chettinad ofTu-ers, 
1,266 employ capital of 12*70 croros in foreign places such as Ceylon, Fede- 
rated Malay States, etc., because they get more lucrative profits in those 
parts. One hundred and forty-seven others referred to by the Sivaganga 
officer as indigenous bankers doing local business carry on the local business 
on a very smalt scale and have a total capital of 2 01 crores inveslcd iu 
property and partnership concerns and the remaining, via., 1,333 are 
persons who have mere investments or trade or derive income as eiiiployees. 
The least profitable of all these for them is the local money-lending conducted 
in 8outhei*n India. Jn the Chettinad itself the persons who borrow from 
them are mainly their farm-servants or dependants to whom advances are 
made in order to keep them under obligation. Outside Chettinad 
they lun money-lending shops, which in their parlance are called Hail 
kawxint i.e., shops situated in places acce.ssihlo by railw'ay. The Nattu- 
kottai money-lender in the Tamil rural areas, in his dealings with his 
clients, generally lacks steadiness. They have places of business, but 
although their shops are sometimes open till as late as 8 or 9 ji.m., it may 
be said that they have no regular hours of work and they cannot he de- 
pended upon generally to keep an engagement by correspondence. The 
needy men — agriculturists, traders or shop-keepers — take recourse to the 
Chetty in times of 8tros.s and it is ver>^ often not an easy task for them to come 
to business terms with him. The usual process of haggling has to be 
carried in the mufassal before the rates of interest are settled, which are 

ordinarily not less than 12 per cent and run up to 24, 36 or 48 per cent 

according to the risk involved. The ordinary loan is advancetl in these 

parts by what is known as the kandu system, daily or weekly or monthly ^ 

kandu. Under the daily kandu, if Rs. 100 he fixed as a loan the debtor 
gets only Rs, 100 minus the interest determined at 12 per cent or 24 per 
cent, i.e., Rs. 90 or less and he has to repay Re. 1 every day for 100 days. 
Under the monthly kandu similarly for a nominal loan of Rs. 100, 
or loss is paid after deducting interest in advance and the debtor has to 
repay Rs. 10 per month in monthly instalments for 10 months. T'he 
petty traders, bazaar-keepers, soda-water shopowners, etc., take such loans 
froin Chettis, Other kinds of loans are also given on pro-notes called ven- 
nalai documents, mortgages, joint security system, pledges of jewels, etc. 
Many of the Chetti shops in this Presidency are being gradually wound 
up, sometimes even at loss with a view to divert I4ie moneys abroad, which 
is now found to be more profitable. 

Money-lending in Burma . — This Province is the chief centre of the 
Chetti tnoney-lending operations in British India. There are Chetti shops 
in th© interiormost villages of the Province called ELattukadais whore 
cnstomei's are mainly agriculturists. Loans to them are retailed by the 
shops on the spot, in turn fed by headquarter shops which are Chetti 
partnership concerns or sole ccinceims in Rangoon and other chief centres* 
The Chettis claim to be the pioneers of agrioultiiral enterpiis© in Burma: 
they say that they sank their capital in that Province and offered iudoce- 
ments to the Burmans to bring under plough their feitile lauds wkit% 
were long lying neglec^. Lands and properties have steadily riseif in 
value m 8uitn» and the Chettis have not b^en jlow to take advantage 
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of tJlis. IiOAos iu this Province are issued on i>ro-notes eaJled veimalai 
documeuts and mortgage bonds and the rates of interest are refiortod to 
vary from 12 to 15, 18 and 24 |>er cent. In tlie case of well-to-do dobtcia, 
iower rates of interest are said to l>e charged, Money-lemling hUsinesa 
in Burma is Nourishing during the cultivation ficason from Sepiemlicr to 
March; and when prices of paddy and ric^» show an upward tendency they 
easily sei'ure repayment of their Imtnis with interest by sale ol paddy. 
Chettis themselves obtain 50 per cent of the ciop of tlie agriculturists ac- 
cording to the evidence given by some of them, Paddy prices in Burma 
are always watched by Chettis and their awkly journal Ottlmn gives 

S notations of these prices for the inforiuatioii of Imul residents iminagiiig 
brough agents. In llanginm town itself the itumey-lending busing done 
by Chettis which is estimated to amount to over five crort?« is said to l>o 
more varied. They advnnc'e to tradtus, rice-mills, saw-mills, etc., and 
some of them do hundi rediscounting liustness siK'h as that done by 
shroffs and Marwaris. 

Monefh^tntUug huxiness outside British India in Fedemted Matuy 
i:^tateSf Ceylon and other ffahes . — The business in those plac'es done by 
Chettis is the most flourishing. I make a brief refertuice to this, wliich 
appears to be outside the scone of the Committee's enquiries, because they 
form part of the activities of Chettis and tlio rates of profits earned here 
have a reflex action on the volume of business done in British India, i.c,, 
Burma and Madras. In l'e<iorate<l Malay States moneys ai*e advanciHl on 
security of rublH»r gardens, house properties, tin mines, shan» ci^rtifieiitOH 
of companitw and the business i.s not for a portion of the year as in Biiruui 
but is fairly c*ontinuous throughout. Hates of interest range iioin 12 up 
to 36 per c'cnt. in Frem h Cochin China loans are similarly advumed 
to agriculturists, rubber garden owners, exporters and importers of goods 
in sea -port towns, who obtain trade loans from Chettis on a large lu^ale. 
In Colombo Chettis are held to Iw an important (dnss of l»nanciei*s. 
Though they formerly did business in rice and clotJi 1101*0, have 

reduced their trading oimrations and they c*onfine their activities - now 
mainly to money-lending. Loans are advanced on the tiMuigage of t.ociv 
iiut gardoiivs, tea and iubl)er estates, pro-notes, and joint siMMirit ies, et<\ 

C . — Dealing in liundis and transfer of funds from place to n/ace.— Tbo 
Nattukotiai C'hetti rarely deals in cash. He does not ortlinuriiy kcK?p hia 
capital in oasli form. It is mostly looked up in Federated Malay States, 
Ceylon and in Burma and when ho wants money he draws large sums by 
moans of Jiundis in the foreign places and thus meets his dein mds. Tho 
Chettis have hundial shojis in all important plact^s which enable them to 
transfer their money from Penang, Singapore, Uangoon, etc., to Madras or 
to headquarters !)y means of hundis on which discount is charged. 'Uns dis- 
count is called the ‘ vattam \ Chettis doing business in Fedcu nLul Malay 
States have a<lafhi shops in Madras with whom they contract that all hundis 
issued by them from, or to them in, British India should bo paid, or, received 
ou their behalf. 

]} — JHscountinij of hundis or financial hills . — This kind of hnsinesH in 
which Mai*w*aris are cxpovtH is done to a very small extent in Southern 
India by Nattukotiai Chettis, In C^eylon, on thcf other hand, I am in- 
formed that 50 per cent of them do this kind of business and that in 
Ran*goon a number of Chetti shops ^et income by re-disco iin ting financial 
bills, the profit to them being the difference hetwenm the rate of interest 
charged by them actually to the traders and the hank rate of interest. 

E, — Issue of cheques . — Only one or two Chetti Hh(»ps were mentioned 
to me as doing this kind of business and they are unimportant shops. 

8, Qnestion 2. — How and to what extent does an indigenous hank or 
banker in your district or Province assist in financing agriculture, 
trade and industry? 

Tt cannot be said that in Bouthem India the Nattukotiai Chetti claM 
of money-lenders asmikii in any sf>eeific manner the agricultural or irodii 
enterprioe. The needy and the poor go to them for loans and if the l>ol** 
rower Hi^peiw to be an agriculturist, in that sense the Chetti finance* 
or if he he a ti^er or shop-keeper in that sense alone the 
Cmeiti finances trade. There is no system followed by Ch^tig to help agri^ 
culture or trade as a profession in this Pre8iden<*y, although ixi Burme 


Agricultural enterprise is backed up by Cbetti finance, taking ike 
Coimbatore district, where there are about 100 Cfaettui doing buHiueas, 1 
understand that the Chetti financial operations do not touc*n ike cottim 
market of Tiru|mur which is entirely in the hands of Marwaris. In the 
cotton tract of Tinnevelly and Ramnad districts in and around Koilpatti 
there are Chetti operators ; agriculturists take loans from them at his^ 
ra^ and repay the loans with interest after harvest, if harvest fails the 
principal accumulates aith interest and the bankers go to court and deprive 
the borrower of his lands. The agricultural operations cannot lie said to 
be financed by Chetti capital. 

The induHtries which Chettis can claim to have financed in this Province 
in the past are the following: — 

(i) Three electric corporations have lieen formed as joint-etock com- 
panies with the help of Chetti capital for the supply of power in Deva- 
kottai; Kanadukathan and Karaikudi. 

(ii) Two Textile Mills at Madura, one of which is actually working, 
viz., the Meenakshi Mills and the other Mahalakshmi Mills which has not 
yet been started, are joint-stock companies which owe their existence to 
Chetti enterprise. 

{Hi) The Textile Mills at Kallai in the Malabar district at Cointbatoro 
wore formed through the labours and initiative of the late Diwan Bahadur 
Bomasiinduram Chottiyar. 

{iv) The Paper factory at Punalur in the Travancore State. 

(r) Rice mills in the Tanjore district. Many of these were started 
hy Chettiyars who sunk large capital in erection of buildings and machi- 
nery during the days of rice trade with Ceylou ; hut they are not profitable 
at present owing to the entry in the field of Marwaris and Bombay Baits 
and influx of llangoon rice, a cheaxier commodity than Tanjore delui rice. 

(vi) A tile factory near Pondicherry at 1 iiisampalayam — insigni- 
ficant in nature. 

(vH) Brass vessels factories in Sivaganga, Kj^raikudi, etc., places. 
These are small i iidust lies where the workmen are financed by loans from 
Chettis. 

{vlH) The Thnchanallur Sugar Factory and Distillery. This belonged 
to the insolvent finn of AR. AR. SM. It is in the hands of the Official 
Rec^oivor. 

9. Question 3. — Organization of indigenous hanking system among 
Nattukottai Chettiyars with regard to (/) amount of capital in- 
vested and {ii) volume of their r)usine.ss and their expenses? 

The enclosed statement Appendix A furnishes the information m rospet:t 
of the Nattukottai Chettis, who do local hanking. One hundred and thirty- 
six of them are assessed in Chettinad and 107 in other circles in 
Trichinopoly, Madura, Ramnad and Tinnevelly districts. Their total capital 
town) is 637 63 lakhs. Borrowed capital is 459’15 lakhs. Total volume of 
business is 1,096 lakhs. Their expenses come to 4814 lakhs, the constituent 
items being interest on borrowed capital (34-38), bad debts (4-30), expenses 
of management (946 lakhs). « 

llelation between the inditjenous hankers and others — The Imperial 
Bank, the co-operative hanks and joint-stock compafiies . — The Nattukottai 
Chettis as a class have no dealings w^hatever with any co-operative bank. 
Among joint-stock banks there is the Indian Bank (headquarters at Madras) 
a portion of the directorate of w^hich is composed of Nattukottai Chettis. I 
understand that it helps Chettis with loans at a rate of interest 2 per cent 
above its usual rate. The Imperial Bank of India advances loans to many 
Nattukottai Chettis on pi-o-notes in which two men have to give security, 
^hese advances are issu^ in India, Burma and Ceylon. It is understood 
Chat the total aggregate credit so allowed to Chettis is considerable. 
Recently the Imperial Bank is reported to have reduced the total 
amount of credit up to wBich it allows overdrafts to Chettis. 
The rate of interest charged by the Imperial Bank to Chettis on loans is 
said to be by numerous witnesses 2 per cent over and above its usual rate, 
Ihis is felt as a grievance by several Chettis of the middle and lower sti'ata 
in their coimnunity. As between themselves the Nattukottai Chetik 
a dose business affinity, Iliere is an excellent esprit de corps whidi hxiM 



etmbled them as a class to oommaitd in the past considerable credit In the 
eym of financial world. They have formed nuttiei'ous pat*tJ|ei*fihjps hf 
combining themslevea in different wa^s and this net work of covera 

practically the whole of Burma and ^ere is no Tillage of anf importance 
in that Province in which they have not put out soiue outlay 0# other. 
When the Imperial Hank communicates its willingness to advante loanS) 
the prac^tk^e among Chettis is to join in grou|Mi and apply for loans with 
joint security according to the extent of the loan taken and then divide 
the amounts among themselves. This system of mutual signatures for 
Joans obtained from banks, while it incivascs their credit, has had its 
percussion also in unfavourable times, i.e.. when one important firm fails 
It entails disaster to all intimately connected with it. Two other chief 
features of Chetti organisations are 0) the manner in w'hich they fix tlie 
nadappu or current rate of interest, 'i’bis is done oat*h month at IVaaitg, 
B^iigoon, Madras, Coloml>o and other important places in the Nagara* 
viduthi or special buildings t'onstructed for the common xim of the com* 
munity. Each of the persons assemhkHl intiniules sei^retly his ligin*es. Ono 
ol the meml>ers takes note of the figures and the final rate tleterinined m 
an average is then annoiiiu^d. This nadapi)u rate is fixed with reference 
to the supply and demand of capital tvs among Chettis and the hunk rata 
then prevailing. Weekly thavanai rates of interest are similarly fixed at 
Rangoon for thavanai depasits. The second and comnieiulahle feature of 
Chetti union is the panchayat eoiiiinitlee held among them udien a man 
fails. They make an attempt, which is generally sut^t^essful, to fix up the 
failed man’s affairs without the iiiUMveiition of the Court and he is also 
started on his legs once again by appointment as agent of some Chetti 
firm abroad. 

10. Questiini 4. — Various fonm of hiindts and other crtnl it instruiueiits 

used by Nattukottai Chettis and extent of their useP 

There are three kinds of hundis in u.se amongst them : — 

(f) Dai-sanai huiidi payable at sight or on demand ; 

(il) the hundi payalde after a specified period, e.g., 40 days afl^^r 
date of execution or after sight of bill ; and 

(Hi) the hundi hearing nadappu or eiirront rate of interest till date 
of encashment. This is a peculiar form of hundi in use among Nattukottai 
Chettis. IvOgal opinion is divided ns to whether this is strictly speaking 
a negotialde instrument according to law, owing to the siipulatiyn about 
interest. This is, however, largely in use among f’hettis. 

For deposits receivtHl hy Chettis they issue deposit letters. Thavanai 
deposit letters are not stumped. 

Kainple copies of all these kinds of documents are given in Appendix 
F to this note. 

11. Question 5. — Indigenous hankers’ inethmls of granting loans and 

allowing cash credits and the terms ami ualuie of these loans and 
cash credits? 

The Chettis issue loans as already staUnl mcstly on security of lumls, 
houses or jewels, on deposit of title deeds U*<|iiiiahJo mortgag.w) and also 
unaeemred loans on pro-notes and in some they issue hand loans to 

shop-keepers or monoy-Iendei s hy merely making enirios in their acrounts. 
Instanc'es of usufructuary inoi igages taken by Chettis that have come 
before me are not numerous. The terms of ttio loans and their nature 
depend on the extent of risk involved in each case and the stability of 
the debtor. They allow cash credits to non-Chettiyar constituents oeea-> 
sionally and rarely on what is called jninin letters, i.e., with secmrjtj^. 
Cash credit to Tneiiihei*8 of their own conununii^ is iiermitU^d on what is 
called the ' adathi system ’ under which commission is charged on the turn- 
over in the shape of vindaa. This varies from six pies to two annas per 
Rs. 100. 

The means tty which indigencais hankers provide themselves with fwuds 
to meet their denuiifds, — Besides the deposits that Chettis rec'eive Iroiu 
members of their own cxnnmunity and from the public and the loans taken 
from tfte Imperial Bank, also borrow from other hanks — ^ihe Kational 
Bank/ Mercantile Bank, Hongkong and Bhangai Bank, the Chartered 
Bank, the P. it O. Bank, the Netherlands Bank, Y 0 k<diama Bpecie Bank« 
the* Irloyds Bank. The total amounts so borrowed is not knowiv 



extent to which each indiridaal Chetti borrows depends on his personal 
capi^ity, favour he finds in the eyes of the bank authorities. There 
are iniiailpbe in which some Chettb have managed to get a borrowed capital 
ten times as great as their own capital. There are many cases in tmich 
borrowed Capital is up to 2i times of their own capital. Taking tlie 
Chetti nad as a whole the borrowed capital comes to about 50 per cent of 
their own capital with reference to the estimates made by-the ofnooi-s having 
jurisdiction over this area. 

Wayn and meantf. — The Chettiyars, who have a large amount of capital 
and accumulated profits loi;ked up in foreign places^ do not remit tuonevs 
into British India except under necessity, firstly for the reason that the 
detention of the capital in foreign plai^ and its employment there is 
more profitable and secondly for the reason that when remittances are 
made into British India they are liable to lie taxed as business profits up 
to the limit of the profits of four years ending with the previous year. 
There are numerous nundi shops in Madras which have financial transac- 
tions with Chetti firms in Rangoon, Penang, Singapore, etc., and when 
funds are required for local roauirements the Chettis draw upon their 
adathis in Madras, A telegram before 3 o’clock brings them money by the 
next post. 

Hates of intprest allowed on various kinds of dejwsits receired hy 
Chettis . — The nadappii rates of interest on current accounts as it ]»revailed 
each month in the Tamil years Vibhava and Bukla (1928-29 and 1929-30) 
for Madras, Rangoon, Penang, Singapore and Colombo, Madura, ’I'inne- 
velly, Negapatam and Jaffna are sliowh in Appendix B. Xattiikol;tai 
Chettis stipulate as betw’een themselves, that the rate of interest payable 
rhould he sometimes one anna or tw'o annas more than the nRd.\p])u rale. 
In the case of deposits by non-Chettis, more often than not, something less 
than the nadappu rate is given. At the following stations, viz., Madura, 
Negapatam, Tinnevelly and Jaffna the nadappu rates of intere.st applicable 
for each month has been fixed at a constant figure for all years. This is 
due to the fact that Nattukottai Chettis doing money-lending l>iisiness at 
these places are very few. 

Thavanai loans and interest thereon . — This is a special kind of loan 
transaction conducted by Chettis as between themselves and this has already 
been referred to in paragraph 3 above. As to what exjvctly constitutes .a 
thavanai transaction and in what manner it differs from current deposit 
account, the following remarks about Rangoon thavanai loans in a judg- 
ment of the Chief Court, Burma, will lie enlightening: ‘‘The relationship 
between the parties in a thavanai transaction is that of a lender and bor- 
rower, the loan is made for a fixed and certain period of two months at a 
rate of interest which is fixed weekly by members of the Chetti community 
for transactions w'hich may l>e entered into during the ensuing week, the 
lender cannot demand repayment liefore the end of two months for whicli 
he has lent the money ; if he does not demand it at such time, and the 
borrower does not elect to repay it, the loan is deemed to be oxtenjM for 
another full two months at the rate of interest fixed by the weekly mating 
of the community for the then period and so on until the money is repaid.” 

As a matter of fact, although the period is small, thavanai deposits arc 
found in Nattukottai Chettis’ accounts to have remained for a number of 
years. The essential difference between this and current account is that 
m thavanai transactions compound interest is calculated at inteiwals of two 
months, three months or six months while in the case of current account 
interest is added at intervals of six months or one year. The thavanai rates 
of interest at Rangoon, Penang, and Singapore have been tabulated in the 
annexed statement—Appendix C. Rangoon thavanai rates are fixed each 
week. In Federated Malay States the thavanai rate is a matter for settle- 
ment, as I understand, by the parties concerned in each individual case. 

12, Question 6. — ^Rates of interest either in money or in kind which 
the agriculturist has to pay at present to indigenous hankers? 

Information obtained from the income-tax officers is tabulated bi^ow:^ 

Kesraikudi first circle . — ^Rates range mostly from 12 to 15 per cent in 
Madras Presidency and up to 24 per cent, and somettmes even 36 per cent 
in Burma. 
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Kamikudi secand circie, — Aicriculturists in Burmn pny from 18 to 
88 per cent* In the Cbettinad for loans given to farm-servanlp afo ten-* 
ante interest does not go beyond 18 per cent. ^ 

£aratlticfS tkird circle , — ^The usual rate of interest for ugrieiilturist* 
IB about IB per cent. The pro>notes executed bv debtora contain usually 
a stipuiation for per cent, but the private unoerstanding is that, if the 
borrower pays the loan without c^jurt intervention, 18 per cent would bo 
adopted at tiie time of settlement. 

An interesting case that has been brought to notice is a loan of Bupeea 
7,875 advanced in 1886 by a Cbetti to a Zumindar for which be got in 1916 
a decree for Rs, 1,58,773, i.c., in 30 yeai*s the eapitul made itself 20 timeB 
greater. 

Simganga circle , — Eighteen to 24 i>6r cent compound inten«t with 
one year’s rests or 20 kaiams of paddj^ for Rs. 1,000 loan every year. 

yiruifi/iunagar circle , — Agriculturists in Koilpatii side pay 12 to *18 
per cent. One insiautH) of 120 per cent is also mentioned. 

Generally the position is, if the debtors bo substantial firiamMjdly and 
if large Joans l)e taken by them, the interest is low, i.e., it is 12 iHvr cent, 
or a little less or inore j but in the case of risky loans high rattw are dial gtHi 
and 18 per cent is the lowest rate applitnl Irnth here and in ihirnm. 

Besides interest, a niabimai or c*es« for charity is also diiiige<l lind this 
late varies for each individual. In the Ooliaii of 7tli January 3 O.’IO :ui extract 
of a Burmese paper (New Light of Burma) is quoted which refers to 18 
par cent as ordinary rate of interest charged to Burmese in village i»art» 
and it deplores the extent to whkh Burmese are in the tiuUiics of Cbetti* 
yars w'ho are said to bo the only rural firuiiu icrs. 

Jn what manner do you suggest that these rates of interest charged hg 
indigenous hankers could be brought down by better organj::ation.-^- 
B^tablishment of land mortgage banks and spread of the co-ojierativo move- 
ment naturally suggest thcmselvo.s with referenro to the siu'cess mliieved 
liy the Co-operative Department in this direction in re<'€»nt years. The 
Chetti money-lender in Southern India and Burma schmus to ho unatfcKted, 
however, liy cr>-oi>erative orgatiiBatiuns and ho croutinues to charge high 
rates of interest, a fact which indicates that rural linancing re(|uii'es tiiw 
use of accommodation bills and lidelity bonds and that trie person who 
engages in this kind of venture has nemssarily to charge for the risk he 
incurs, rates of interest which to the ordinary individual might fteein un- 
conscionable. f*unctuality in payment whidi is the breatli of the nostril 
to business men in towns is not u feature of the ordinary *igriculturiKi. 
Ho finds it veiy^ convenient go to the professional money-lender; and he 
seems the jiroper person who can fulnl this public function in rural 
financing. 


13. The study of the history of law' of interest in British India reveals 
somo anomalies, w'hich, I submit, have first to bo set right in order to render 
effective any reforms haying for tluur ohjcH't reduction in raUw of interest 
chargtil by rural financiers to agriculturists. The legislation relating to 
intei^t in British India, after the advent of British administration, boB 
moved almost on parallel lines w'ith the legislation in England on this 
bralich of law. Evor>' important enactment relating to intc^rest in England 
has had its counterpart in Indian legislation. In noth countries there haa 
been a conflict tietween two schools of thought— ^no for legislation in tire 
direction of removal of restrictions on the absolute freerlom of contract 
in the matter of money-lending transactions and the other for legislation 
for protection of the weaker members of society from oppression by the 
stronger, even if such legislation should involve, to some extent, interteronce 
with the freedom of the contracting parties. Coming to the en'&cdiuenU 

f Based in both countries, the first stage after the advent of British rule in 
ndia is marked by the Indian Interest Act XXXII of ia39— the counter- 
part of the Englmh Interest Act passed six years earlier— Bection 28 of 
3 A 4 Will IV Chapter 42 of the year 1883. Those contain rettri^toni 
about the maximum limit of interest chargeable in some eases and it ia 
said t3^t It should he tlie current rate. The next stage representa ihm 
iwcdfrlf public opinion agafnat restrictions on freedom of contract witli 
ri^ereiibe to Bentham s famous ea»ay in defence of usury and MtlPs * On 
^ repealed in England hy an Act naiaed 

m 18iW» and m the next yw the Indian Legislatuim passed the ITlradoiia 
I4IW8 Repeals Act of 1855. After some time, tfore was a i^vubion feeti 
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again in favour of the weak inemhers of aociety oppressed by m^nacion^^le 
bargaini of money-lenders and the English Money Lenders Act of IwO 
was the expression of this feeling. Although the corrwppndtng Indian 
Act was passed 18 years later, it is unfortunate that this enactment hw 
turned out to be an imperfect and defective measure. The 
the Indian Usurious Loans Act of 1018 are now found to be two-fol^ Tw 
first is that in the Indian Act the provisions in section 7 et sed m the 
Kngl ish Act relating to registration of money-lenders and other subsidiary 
provisions regarding the place and manner of transacting businew by 
money-lenders were dropped. It was^ thought in India th^ the circum- 
stanc€Js of this country did not ncH'Cssitate the enacting of these ineasuT^. 
The ^yal Commission on Agriculture in paragraph 366 recognises the 
mistake of the above de<?ision and recommends the undertaking at once^ 
of l^islation in British India parallel to the English Money Lenders* Act 
which has been further consolidated in 1927 in the battle against usury so 
as to provide for (t) taking out of licenr^ by money-Iendei's, (ii) prohibi- 
tion of compound interest, (Hi) fixing of limits for interest and (iv) clients 

P etting copies of accounts, documents, eU\ ^ It is al*^ reported that 
unjab has a bill on this subject under consideration in its Legislative 
Council. The second defect in the Usurious Loans Act of 1918 is now 
found to be that it has become practically a dead letter in all Provinces 
of India, as stated by the Royal Commission on Agriculture in paragrai)h 
3^ of its report. It appears anomalous that, in the Bombay Prcsiclency. 
there is in force the Hindu Law of *Damdnpat according to which inter- 
est exceeding principal cannot be recovered at any one time and it gives 
protection to Hindu debtors, but similar protection is denied to debtors 
in other parts of India or of other religions in Bombay itself. In Madras, 
on the other hand, it is said in texts on money-lending that the Madras 
High Court has upheld an agreement to pay interest at JI6 per cent and 
expressed the opinion that a Court could not reduce it to 24 per rent (12 
Indian Cases, 78). In another Madras case a cent per cent interest was 
considered not unreasonable (11 Madras, 294). In a third case interest 
at one pie per ru|>ee per diem or 180 per cent from date of default no 
interest being previously payable, was upheld by the Madras High Court 
and it was pronounced to be not an exorbitant rate of interest (25 
Madras, 343). It appears to be necessary that legislation should be at once 
undertaken to provide for indigenous bankers as well as .money-lenders 

g etting themselves registered os in England and submitting to rules framed 
y the legislature for fixing place, business, hours of business, rate cf inter- 
est, maintenance of account and other rxmnected matters. Query : Should 
they also be required to submit periodical statements once a year or so, 
relating to assets and liabilities, especially when bankers who get advances 
from a central banking institution or money-lender deal with deposits of 
others in order to provide for the safety of the public? This point is 
dealt with later. A legal authority has observed in a law journal so far 
back as 1894 as follows; “India teems with Shylocks still who will not 
only gladly agree to take from you, your pound of flesh but will pretty 
nearly succeed in doing so through the machinery of our courts of fustic^ 
as the law is still the pre-engaged servant of the" long purse.** The condi- 
tions are the same now as in 1894. In the neighbouring colony of Ceylon 
such registration of money-lenders is enforced by law and is working 
smoothly and in Pudukkottai State I was informed that the Hindu Law 
of Damdupat is applied. There appears to be no reason why similar 
measures should not be adopted here. As to the maximum rate of interest 
to be fixed for purposes of intervention by courts, I suggest that we can 
move on the lines of the latest English Act of 1927 that came into force 
on Ist January J928; this pixivides for prohibition of compound interest 
and sa,ys that a rate of interest exceeding 48 per cent per annum is prima 
facie to be trea^d as excessive for purposes of court intervention in the 
interests of equity. Such a limitation of interest will, I am coiiviuced, 
.come as a great boon to the agriculturist community. 

14. Question 7. — ^Local opinion about indigenous bankere— Defects 
existing — ^Amendments. 

'Rie reports of my income-tax officers show that there is no pseiiidice 
against indigenous bankers or Nattukottai Chettis but that there is a 

•jVofc. — The applicability of the rule of Hindu Law to Bombay, when 
parties were Hindus, is specially provided for in a Bomhav Regulation V 
of 1827 and corresponding regulations are not in force in other ^orinces. 
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general prevalence of an impression that the Chcttiyars’ rates ar© eshorbi* 
taut and that they are flint hearted and screw out money 
without a spark of mercy. In Burma appeal's to bo a similar 

retsarding the high rates of interest — please see OoUan pajicr, dat^ ith 
January 1930. Some instances of unsound dealings of NattukoUai Ciiettm 
with their clients that have been brought to my notit'C are the following : 

(t) Cases where some Chettis get blank pro-notes signed by thtnr 
parties — ^a condition of things which shows that dehto»*s do not know the 
terms on wdiiiih they take loans or Uie amounts they stand indebUxI for. 

<ii) Beceipts for deposits issued by Chettis lieing iinstam|>ed in some 

(ifi) Inability of small depositoi-s in Chetti firms to get from the 
bankers i^ular copies of their aecHiunts — ^this will l»e rtune^licnl by cnnciitreut 
of provisions similar to the Knglisli Act. 

(ir> Vagueness of kandu system as to rate of interest—Unrler the 
kandu sj-stein of loans granted by Chettis adiot is the rate of interest that 
IS charged is difEcult to calculate even by [lorsons welUverwd in arithmetic. 
High rates '-of intercut are imposed under cover of these equattsl payments 
of total amounts which are in excess of the sum originally ulvam cd and 
it seems to l>e desirable in any amending law to be intnxluml to prohibit 
such class of transactions. 

In England there is a ruling to the following effect: — 

Whore, in consideration of an advance of £50, a promissory note for 
£70 was taken from n l>orrower the amount being repayable by 2*2 wwkly 
instalments, and upon default in payment of any instalment, the whole 
sum was to liecomc due, the court rtM>|>enfHl the transaction on lh(^ ground 
that !nterc?st might turn out to ho very excessive and that the rat4' wm 
not understood by most people, (Ijovono reruns Titchnor, 23 T.L.B., 50B) 

Kandu transactions wdiich are a common feature of loans by ('lu tti 
hankei*s in tliis Presidency should, in my opinion, he tahootnl. 

15. Ketnedies suggested, — (i) Many of the Chottiyam who apiw'artwl 
before rnc were elo<juent over the easy and summary manneu’ m which 
legal remedy is now' obtained in FederaUxl Malay States against default- 
ing debtors and the quickness of tlie execution pro(‘e<Hiings <if cmuls there 
which enables them to get into possession of forcxrloscxi lands in about a 
month^s time. They further state that in suits there in money-lending 
cases procedure is .simpler. No plea of want i»f consideration or of undue 
influemx) or of valid signature, such as are raised in India by didUors to 
the waste of time of coqrts and the money of the partic^s, it is allcgiHl can 
be raisetl in Fexierated Malay States; and if a man contested liis signature, 
either the borrower or lender is found guilty of forgery and hntidtd over to 
the This appears to be duo to the fact that ennetmenis similar to 

the English Money Xending Act are in forest in that colony. If lastrio 
tions are to bo imposed on money-londors in Hritish India by way of 
registration of money lenders and limitation of rntc« of inler- 
est, Hiquity requires that the creditor should be corrcispondirtgly j)iovidcHl 
with good facilities to recover his dues from his debtors instead of iM^ing 
subfectod to harassment. In the English Act of 1927 a money-lender is 
criminally liable for false statement or false representation made in the 
course of his business and conversely if the debtor he provexi to have made 
a false statement he can be prosecuted. It stains to l>e worth while to 
consider whether similar provisions could not l>e enacted here to enable 
a speedy remedy to he obtained by creditor and debtor alike. 

(if) Delays in execumn moceedings of civil courts,-^Thm subject has 
been dealt with by the Civil Justice Committee a few years I ack. Borne 
Oiettia mentioned, however, that delay in taking jKiwwision of foreclosed 
property in Bnti^ India would l>e minimised by a more extondtxl use 
of ae^ion 69 of the Transfer of Property A<*t. Under this morigaged 
property in Presid ttcy towns and other specified places can bo brought 
to sale ^rough finns of public auctioneers without the intervention of 
the ciml court, wh^ sanotion has otherwise to be obtained by suits for 
fiireciioanre, with reference to section 67 of the same Act. Ttii* antieam 

Section 69 <e) of the Truit*^ 3 
Property Act indtcates that such summary sales could take place oitfy ^ 

154 " 
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the Presidency towns of Calcutta, Bombay, Madr^, Kariw^i 

prior to 1904. In that year the Act was amended and Moulinein, Baamn 
and Akyab were added to the list. By a further amendpaent oj 
at 1916 the Governor-General in Council may by notificati^ m the Qs^tto 
of India bring under the operation of this section any other town, jlimw 
are many important stations in Southern India where, in pew of the 
general advancement in knowledge of law by the people, d^tors 
ext>ected to protect their own interests and to whira section o9 (c) of tne 
Transfer of Property Act can l)e applied. All d^tr^ headquarters and 
selected municipal towns may jierhaps bo included in this category. 

(Hi) DefeciiveneMs of record of rights , — Nattukottai Chetti vritneeses 
brougnt to my notice that according to the “ grant system ** now 
in Federated Malay States every piece of land has a grant numln^r allotiea 
to it by a record of ri^ts officer and that the deed has to be deposited 
with the mortgagee if Joan be taken on the mortgage of land. At the 
time of dischage the fact of the discharge has to be noted by the creditor 
on the back of the deed. In British India it is said that releaso of mort- 
gage is not required to be noted in Sub-Registry Offices and so encum- 
brances on a property cannot be accurately ascertained by a creditor who 
wants to lend money on mortgage. This appeai-s to a hardship). It is 
worthwhile to consider in this connection the advisability of making pro- 
vision in law to enforce registration of a cancellation, rectification or 
modification of encumbrances bj’ mortgage deed and also to provide for 
registration of all documents dealing with immovable property. 

(iv) Stiffening of the insolvency law . — Complaints were made that 
the insolvency law is rather favourable to debtors to a greater extent 
than it ought to he. An instance was cited by an income-tax officer of an 
insolvent debtor, who is understood to have hidden resources ie the extent 
of 10 lakhs ill the shape of jewels ostensibly belonging to the ladies of his 
honso. The long delay that ensues in the declaration of final dividends 
is also said to be a cause of much inconvenience. I mention one sugges- 
tion made to an income-tax officer by a Chettiyar of replacing the pre^sent 
system of administration of insolvents* estates by a committee of non- 
officials and officials instead of by Official Receivers for the conrndoratiem 
of the Banking Enquiry Committee for what it is worth. Officers of the 
Law Department could offer suggestions in this matter. 

(v) Extension to indigenous hankers of the concession of pnnileges 
contained in Bankers Evulence Act . — One witness complained that the 
liotontion by the civil courts of books of account kept by Nattukottai 
Chottis causes groat inconvenience and therefore that Chettiyar bankers 
and money-lenders should lie given the full privileges of the Bankers 
Evidence Act by r^uiring courts to be satisfied with copies of the accounts 
furnished by tne Chetti shops. I think this concession may he allowed 
provided the courts, before taking the copies for use, see also the original 
accounts in order to satisfy themselves that the duplicate prepared is 
correct. 

16. Question 8. — Improvement and consolidation of indigenous bankers. 

So long as money-lending business and other businesses ancillarv thereto 
are found by Chettiyars more lucrative in Federated Malay States, Ceylon, 
Cochin, China, etc., as ^pears to be the case at present — ^the figures in 
the appended statement E containing the rates of profits earned by typi- 
cal ^sessees in these places doing business abroad and locally bf-ar out 
this inference — Chettis will be naturally disinclined to divert funds einploved 
more profitably outside British India into this Presidency. On ti»e other 
hand the experience of the income-tax officers in the Cbettinad 13 that 
the movement of funds is in the other direction from British India to 
foreign places. Instances are seen of Chettis doing business here who are 
closing up their operations. The Income-tax Officer, Third Circle, Karai- 
kudi, mentions about 28 assessees of Devakottai with a capital of 50 lakhs 
who are merely collecting their outstandings here and have put a stop to 
further money-lending transactions in Southern India. Other instances 
of the kind are mentioned elsewhere, e.g., by the Virudhunagar officer 
Apart from the profitableness of, business undertakings in Burma and 
abroad which drives out funds in those directions, there seem also other 
causes at work which contribute to the smallness of the money-lading 
ti'ansactions in South India. As I understand from hints given by Oh^tis 
of the middle c^nd lower strata of that community, althou^ the ‘Imperial 
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Hank iti I’ecoiKUUfeci aa doing a usoful work to tlioiu by advancing 
amounta on credit, they still do not appear to lie approciatiye of ihe^iond^ 
tions under which they have to get theso loans. The rate of interost charg^ 
by the Imperial Bank — for Chettia they say it is 2 per cent above the 
notified bank rate — was one cause of <x>niplaini. It wm alleged that Mar- 
waris are cliarged only the hank ra^ and this discriminalion agautst 
Chettis who nevertheless claim to contribute large income to tbe bank 
complained off by several Chettis. Some stated that the not intemst whnh 
they had to pay to the Imperial Bank, as a result of this oxcessivo inter- 
est rate including incidents charges such as tips, commission, etc.,, came 
to 11 per cent and that the rates of interest chargeable to debtoni in tho 
conditions prevailing in this Presidency wore not such as enabUHl Ihtuu to 
get a sufficient margin of profits, after deducting the interest charges pay- 
able and the over head expenditure on account of suliorditiate staff, bud 
debts and other connected expenditure. Ftirthor, the iniddl^rlass Chetti- 
yars are in dread of tho manner in which the imperial Bank in its dealings 
with them notifies default in respect of repayment of loans on tho duo 
dates. They say that the meth^s applied by the Imperial Bank are 
drastic and sneli disaster to their ciedit, as i mined lately on Iho notificu- 
Ifon by the Imperial Bank of a default a rush is made on iheoi by iiU 
their constituents which they are not able to meet. Although they iicinut 
on the one hand that the bank has shown consideration to big Chetti 
firms, e.g,, the T.S, firm w'as mentionoil os an instance of a businoss 
whose reputation was saved by accommodation lent by tho Imperial Bank, 
they consider that if the Imperial Bank, instead of notifying default in 
the manner it does at present, imposed as an aiternative peiiaUics or gave 
longer notice of its demafids for repayniont of loans cfuc, tlicir credit 
would not run the risk of disaster that it now has to sustain in dealings 
under the Imperial Bank's present methods. Some Chottlyars said that 
if loans were advanced to them on easier torins aiul on lower raU»s ol 
interest, there might he inducement to them to do buHiness in this Presi- 
dency, notwithstanding the allurements of Uie fertile soil in Ceylon and 
Burma which makes husiness attractive in those places and that in sncJi 
a case they won’t mind imposition of conditions that tlie capital so lent 
to them in British India by any new agency to be started, siicli as Central 
bank or lieserve bank, should l>e employed only locally. They tfiat 

penalty conditions should lie imposed in coses of delay in repayment instead of 
the default being notified as now done by the Imperial BaiiL I voiituro to 
think that indigenous bankers, fulfilling us they do an important function at 
present and holding a definite position in the oconoiny of the banking system in 
this country, require encouragement. They stand m intermediaries hetwetm 
the agriculturists on the one hand and the banks on tho other which cannot 
directly reach the masses. Experience has taught the Chettiyar (ommuiiHy 
that trade in pieco goods, rico, etc., is not their lino — some of iho big 
Chettiyar firms that faileil in the past wore wholesale importers of 
piece-goods and others who did trade in unhusinoss-liko manner — and 
that in the money-lending profession they flourish. If rates of intfref>t 
bo brought down, Chettiyars will have to make up for it hy expanding 
their credit and doing rural banking business. It will rerjuiro time amf 
education to indiic^e Chettiyars to make tlieinsc^Ves mom 8ervi(x?able to the 
community by working on the idea of combination on joint-stock princi- 
pies and (looling their resources together and forming thomsolvtss into 
indigenous joint-stock companies. If they did so, J think they could cy.pand 
their credit easily and attract far more capital from tho outside public who 
are now shy of investing them in Chetti busiuosses owing to recent failures 
of big firms. Such Imrrowed capital could also attain a far higher pro- 
portion to their own capital, than tho 50 per cent whicli seems to bo tho 
present average , extent of borrowings of the Chettiyar community viewed as a 
whole. The idea df a reserve hank to be csiabhshed by Governinoit with 
^ntres in Presidency towns and branches at headquarters of districts, or 
Mdected mufassal stations, which will lend moneys to Cffiottis on 
up to definite limits to be fixed on the advice of local imardi with ioeai 
directorates, is welcomed by several of the middleclass Nattukottai Cfficttfs. 
In such a case th y won^t mind supervision twiodically of the individual 
husinesm of indjgeho^ hankers by State audit agencies; such surmwision 
sbonlil, th«r conmder, he restrict to a mere test of their financiiU stability 
and should not be, of a qenaorwm nature; nor would they olnef^t in su^ 
a tme to publication periodically of their financial position. In tin* eeX 
nexum I venture to mgaest the following further reforms, wht^ 1 
will have an effect directly or indirectly, of enabling funds up Otttaid^ 
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liiditt to li© roloaiiod and will coniMJlidato tho fmancial possition of 
tho indigenous banking community operating in South India to a oertam 
extent ; — 

(i) Aniendtnent of section 4 of the Income-tax Act, At pre^ntj ^ 
already stated, foreign profits earned abroad by Nattukottai Chettifi in 
their businesses are not assessable to income-tax as they a^rue y^r, 

out only when profits are actuaUy remitted into British India, ^is has 
the effect of locking up funds abroad, as the Nattukottai Chettis are 
afraid of being taxed by the income-tax authorities when remittances are 
made. If the law !k) amended so as to make the yearly income accruing 
abroad assessable to income-tax, irrespective of whether remittances are 
received in British India or not, the inducement to keep capital abroad 
will be taken away and a free flow of funds in either direction with refer- 
ence to dictation of business requirements might be secured. 

(fi) Fluctuations in exchange rates are one of the causes that con- 
tribute to flow of funds either side. If the dollai^ depreciates in value 
money rushes from British India to Saigon — there is such a rush now into 
French Cochin China — Federated Malay Stat^, etc. When it aiiprociatos 
there is a flow of funds in the other direction. At tho pre^nt moment 
the dollar in Saigon has fallen in value. It stands at 110 against 140 t>vo 
years back. Similar conditions prevail in Federated Malay Slates, the 
dollar being 140 against 175 a few years back. The Question of preventing 
such fluctuations is a matter relating to Currency Kefonn. 

(Hi) Htamlardization of forms of hundials in various vernaculars, and 
also of the form of deposit letters issued, — Some of these are of doubtful 
legality, c.g., tho hundi with nadappu rates of interest. It has been sug- 
gested that the link in the machinery of banking agencies operating in 
India would be strengthened, if vernacular hundials be made to eonioim 
to a definite standard. 

(iij) One Nattukottai Chettiyar suggested that the Reserve bank if 
established should take powers to receive deposits from local and municipiiJ 
bodies and quasi public institutions and trust funds and that the Indian 
Trusts Act which requires such funds to he deposited only in sume foini 
ol securities should l>e suitably amended. I place this suggestion for the 
consideration of tho Committee. 

(r) Abolition of Stamp Duty on hundis and Bills of Exchange. — One 
gentleman said that the stamp duty now- charged was one cause that im- 
peded free use of bills of exchange and hundis in this country, whereas 
in England and America such a stamp duty was not charged." Abolition 
of this duty was suggested as a means of increasing velocity of credit in 
transactions relating to internal trade and developing banking. The 
suggestion may perhaps be considered when fmancial conditions of the 
Government permit. 

17 . Question 9. — After making allow’ance for legal expenses management 
. chargoSj losses through default and through foreclosure, net return 

to indigenous bankers on their capital. 

*• ‘ 

Reference is requested to tho statement in Appendix D which shows 
the position as regards tlie Chettiyar indigenous bankei*s in each ciilBle 
of the southern range. The percentage varies for each circle and on tho 
whole tho net result is a jirofit of 30*44 lakhs for a capital of 637 lakhs or 
about 6 per cent for operations in this Presidency, The Chettinad oiBcors' 
ostiiuat© of average net profits in South India is fixed at 8 to 9 per cent 
in South India, lU to 12 per cent in Ceylon, 12 to 15 per cent in Burma, 
and 15 to 18 per cent in Federated Malay States. 

18. Question 10. — Ability of Nattukottai Chettiyar bankers to meet 

demands in South India? * 

• So far as dealings of Nattukottai Chettis in this Presidency arc con- 
cerned, if they do not advance more moneys to agriculturists and traders, 
it is not for want of working capital nor on account of the unacceptable 
nature of the securities offered. As already stated, there are other "causes 
at work. 

19. Question 11. — Linking of indigenous bankers with cjentral and 

district institutions. 



hanking sveteni in ludia^ if it is to be roorganiiied, should t 
‘onture to think, be built from the lH>ttom by providing a firmer and more 
«videspre£^ foundation, by offering advice and training to the ♦iidigenous 
dankers in up-to-date methods so tliat they may realise the advantages of 
modem system and adopt them, and by combining with that rome form 
^ g^eral superrision. The adoption in India of measures similar to ^tho 
£ni^ish Money Lenders’ Act of 1927 on lines suitable to this ixiuntry will 
enable the Grovemment to exercise a kind of supervision over money lending 
operations conducted by indiip^noua Imnkeiw which was not hitheru) possi- 
ble. The best way to fink indigenous liankers with a wntral money-market 
IS through the organ iaation of a Centra! Reserve bank with branches for 
^ach district or group of districts as the importance of the place may 
demand, the constituents of the branch being indigenous bankej's of ap- 
f'roved credit. Whether such constituents should be given tlie status of 
snareholders in a joint-stock company or any higher position is a matter 
et detail to l>e decided later on. A provincial head offii*e may l>c organised 
u* control and direr*! the branches. The local branches of the i*eseivc bunk 
a ill lie able to command the oonfidem*e of the public by haring on its 
oiroctorate persons of approved character ami financial capacity from 
among indigenous hankers and other prominent businessmen of the loca- 
lly. Since ^nstituenta of the local branch will l>e indigenous bankers, 
there would, it is honed, lie no room lor competition lH>twiMJ»n them and the 
local branch. It will lie one of the main functions of the local directorate 
ot each branch to see that the (xmci'ssions allou'ed are not misused and 
provision will have to bo made lor preventing the iiinds of each local 
branch , lacing diverted by its coiiHiituonis for pi*ofilcering in foreign plai*OM 
like Federated Malay States, Ceylon, cti?,, and for ensuring their IikuI 
employment. 


20, Question 12.- Prevention of idleness of indigenous bankoiV capital. 

Tho close organization among Nattukottni Chottis onalildk them to 
kwp their money employed throughout the year and no portion of it is 
idle at any time as they find several investments in dilfcrent iiI.uhn of 
business which earn for them interest at least on tlie cuiTont rato fixed by 
their own eoinmunity. There is no flow of monev to the Provincial capital 
for long or short periods: but rather the flow is from India to Federated 
iV- ^ or Saigon which is s|>ecually marked in times of low oxchaiige. 

Withnrawals into British India from foreign plac'cs arc made only Tor 
specific expenses such as house building, murriage, pudutnui, eUr. Very 
rarely Cliettiyurs' capital is invested in their yillages. 



Appendix A* 

The entire capital (own and borrowed) employed locally and in other 
places by the Nattukottai Ohettiyar agencies who do local 
banking business. 

Que$Uon 3. 


(Figures iu lakba to two plaoee of decimals.) 


Name of circles. 

Number 

of 

bankers 

doing 

business 

locally. 

Amount 

of 

capital 

invested. 

Borrowed 
capital . 

Volume of 
business. 

Expenses. 

Oheitivad. 


RS. 

RB. 

R8. 

RS. 

Karaikudi I . . 

88 

238 82 

108*72 

347*64 


Do. II 

14 

6»0:} 

123 89 

182-92 


Do. Ill 

74 

101*76 

63-43 

166-18 


BiTaganga 

16 

118*78 

68-90 

172*68 

mSm 

Total 

136 

613 38 

8tt 94 

868*32* 

33*04 

Triobinopoly I , , . . | 

21 

43*86 

22-46 

66*30 

2-59 

Do. II 

12 

12*44 

2*21 

14*66 

0-79 

Dindigul 

19 

11*97 

25*23 

37*20 

1*99 

Madura, North 

4 

0 66 

2*30 

2*95 

0*22 

Madura, South 

8 

18*98 

17*63 

36 46 

4*52 

Virudh unagar 

10 

1 6*17 

5*61 

11*68 

0*78 

Tutioorin 

22 

17*82 

10*76 

28*58 

1*62 

Tinnevelly 

11 

12 42 

28 22 

40*64 

2 69 

Total . . 

107 

i2i2e 

114*21 

238*46 

16*10 

Grand total 

2i3 

637-63 

469-16 

1,096-78 

48*14 


• Di$trihut%on — 


• Di$trihut%on — 

218 . 

Local money-lending . 217*54 

Burma .. .. . 313*64 

Federated Malay Biaies, etc. 265 19 

Ceylon . 61*96 


Notb.-^ -T otal of own and borrowed capital of the Nattukottai Chettis assesseJ bv 
the four Chettinad officers employed in busineaa all placet^ i.e., locally, Burma an4 
foreign places is estimated as unaer : • - 


Name of oirole. 

1 

Number of 
assessees. 

Own 

capital. 

Borrowed 

oapitul. 

1. Karaikudi I 

I 

1 

934 

AS. 

823 47 

RS. 

618*26 

2. Do. 11 

885 

661-48 

635*89 

8, Do, III 

648 

461-76 

208*48 

4. Sivaganga 

415 

<66-64 

V404 

Total . . 

2,882 

2,483*19 

1,481*62 


Approximately l>ormwed capital is hall of own capital. 




































Ck^mparatiTe statement showing Nattakottai Chettis* current rate of interest (jBUuq in the 

* ^ various places and Imperial Bcmk’s rates. 

QueBiitm 5 . 
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Afpibux B — eoni. 

Comparative statement ahowiag the constant rates of monthly interest of 
Nattukottai Ohettis in the four plaoes mentioned and Imperial 
Bank rates. 



Madara. 

Tinnevelly. 

Negapaiam. 

Jaffna. 

Imperial 

Bank. 







•*» 

g, 

o 

s. 



- -g 


^ . 


1 

Month. 

1 

M 

& 

5 

§ 

a 

I a 

u 

ia 

ki 8 

S.I 

u 

S 

a 

o 

a 

8 1 
li 

8 | 

8.3 


Si 

li 

«} 

fi 

■5 

•*» 

Q 

>4 

o 

{» 


C8 

S. 

0 ) ki 

0 ) 

IS 

*1 

s. 

II 

X 

S 

<e 

u 

S. 

-8 K 

£ a 


^ ii 

a*- 

M 

1 


B 

■ 


A. 

p. 


Ji, 

P. 


A. 

p. 




Chitrai • . • . 

H 


12*00 

16 

0 

1200 

18 

0 

9-76 

16 

a 

12 00 

7 

9 

Vaikaai .. 

■s 


11-06 

14 

0 

10-60 

12 

0 

Klilfl 

14 

6 

10-88 

7 

9 

Ani 

13 

0 

»'76 

13 

0 

9-76 

11 

0 

8*26 

14 

6 

10-88 

6 

8 

Adi • « < • 

11 

0 

8-25 

12 

6 

9 38 

10 

0 

7-50 

14 

6 

10*88 

5 

7 

Aran! 

9 

9 

7-31 

12 

0 

9*00 

9 

0 

6-76 

14 

6 

10*88 

5 

7 

Poraftasi 

H 

0 

6-00 

10 

0 

7-60 

8 

0 

6-00 

11 

6 

8*63 

6 

7 

Arpiw 

Karthifj^i 

Margali . , 

'Phai 

8 

0 

6-00 

8 

o 

6-00 

8 

0 

6*00 

11 

6 

8*63 

6 

7 

7 

0 

6*26 

8 

0 

600 

8 

0 

6-00 

11 

6 

8*63 

6 

8 

9 

9 

7-31 

9 

6 

7*13 

9 

0 

6-76 

11 

6 

8*63 


9 

10 

3 

7*69 

13 

0 

9*76 

10 

0 

7-60 

16 

0 

12*00 


9 

Mosi 

13 

3 

0 9 i 

1 16 

0 


12 

0 

9 00 

16 

0 

12-00 i 


10 

Panguni 

IG 

0 

12-00 

16 

H 

12*00 

13 

0 1 

9 - 7 o 

16 

0 

12*00 


9 


Appsindix C. 

Question 5. 

Thavanai rate? of interest — Bangoon, Penang and Singapore, for 
Vibhava and Sukla. 


— 

Rangoon (thavanai period 
of r? 8 t, two months). 

Penang 
thavanai 
(a matter of 
settlement 
between 
parlies) 
three 
months' 
rest. 

Singapore 
(th ree 
months' 
rest). 


V ibhava. 

Sukla. 

Vibhava. 

Sukla.„ 


AS. 

AS. 

AS. P. 

AS. P. 

Chitrai 

18 and 12 

12 and lOf 


10 3 

Vaikasi 

111 and 11 

m and lOi 


10 3 

Ani • • 

loj 

10 and 


10 3 

Adi 

10, 9 and H 

9J, 9 and si 

, . 

10 3 

Ayani 

8 and 7 ^ 

8 ^ and 9 

• • 

10 3 

Porattaei 

8 and 8 | 

9, 8 J and 94 

10 3 

10 3 

Arpisi 

Karthigai 

9 

9i and 10 

9, 11 and ll| 


10 3 

10 3 

Margali •• .. 

10 ^, 11, 14 

and 12 

• * 

• • 

« a 

Xl 

Thai 

12 and 124 

• • 

10 3 


Masi 

121 

• • 

* * 

• • 

Pangtml 

12J«|dl3 

e • 


• • 



























Affbkdix D. 


Net retarn to the Nattakottai Chettijan, who do locally mdigenona 
hanktng bosiaera, on their capital. 


Question 9. 


(Figoret in lakhi to 2 piftoot of decimals.) 



. 

r| 

iei 

55 


jS 


Kxperiaea. 



tit. 

Naaoe of oirolee. 

Capital. 

a* 

1 

1 

O 

Interest. 

Bad debts. 

Other 

* 

Total. 

i 

1 

55 

fl 

CRxmirAD. 


as. 

as. 

aa. 

as. 

as. 

m 

as. 


Karaikudi I 

38 

23e-8> 

18 88 

8*39 

•88 

1*88 


ISl 

2*00 

Do. II . . 

14 


18*97 

10-40 

*74 

2*17 

IRCTI 

util 

9 88 

Do III .. 

74 

101*78 

12 81 

8-32 

*63 

116 

HAII 

Hi n 


BiTaganga 

18 


8*97 


*20 

•68 

3 88 

8*12 


Triohinopoly I . . 

21 

43 88 

4*27 

1*82 

•23 

Dl 

2*89 

168 


I>o. II . . 

12 

12*44 

147 

*80 

•03 

lii 

*79 

•68 


Dindigul 

1» 

' 11*97 

2*97 

1 81 

•12 

Ri 

1 99 

1 98 


Madara North 

4 

•68 

*48 

14 

*01 

■ I 

*22 

•28 


Do. Soath . . 

6 

18-98 

8*35 

208 

1 14 


4*82 

*83 

HMc !■ 

ViradhmiAgar 

10 

0 17 

*77 

'48 

*14 

•19 

•78 

— 01 
(loss) 

a 

Tatioorin , , 

22 

17 82 

2*33 

1*10 

*08 

*37 

1*82 

•81 

4*84 

TinncTolly 

11 

12*42 

3*67 

2*17 

•16 

•86 

2*69 

•98 

7 89 

Total . . 

248 

037-08 

78-68 

84*38 

4*80 

9*46 

48-14 

30 48 

— 01 

30*44 

101-68 
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Apfxniiu £. 


Statement showing in detail rates of profits derived in selected 
tjrpioal oases by : — 

A. Ten persons doing looal money lending business • 

B. Beten persons doing money lending basiness in Barma. 

C. Seiren persons doing money lending basiness in Federated Malay States and Ceylon. 




Capital. 



Profit. 


1 

Typical oases. 

i 

o 

Borrowed. 



Total capital 

Proportion of own 
to borrowed 

capital. 

Gross profit. 

i 

3 

1 

Net profit. 

s . 

smI 

o S, 

Is 

(h 

(«) Looal money 
lending. 

1 

LAX HI. 

3-80 

LAKHS. 

*30 

LAKHS. 

8*80 

U:1 

KS. 

19,010 

R8. 

1,116 

as. 

18,794 

5*70 

2 

1*32 


3*34 

2:3 

18,636 

11,944 

6,592 

5*01 

3. {-I? Ukh 

2-91 


6 81 

1:1 

74,809 

87,810 • 

30,999 

12*7 

in P.M.8J 






4. (-36 in Oey- 

1*69 

•68 

2*87 

3:1 

40,0H 

14,922 

25,182 

14-87 

Jon and 
FJd.S.) 







6 

1*56 

•24 

1*79 

6:1 

18,207 

206 

18,001 

11*6 

6 

•«0 

2*12 

2-72 

2:7 

89,336 

22,745 

16,591 

26 00 

7 

•69 


•69 


3,796 

790 

8,005 

4*35 

8. (I'Sa lakhs 

1-60 

*7*99 

9-49 

3:18 

60,764 

49,202 

11,562 

7-7 

in F.M.S.) 






» 

6-81 

2*68 

7-93 

2:1 

76,187 

26,881 

48,606 

9*13 

10 

1-44 

2*24 

3 68 

2:3 

81,726 

22,297 

9,429 

6*5 

(d) Burma 









business. 









11 

2-40 

4 60 

700 

1:2 

1,10,500 

67,779 

61,898 

48,602 

« 20*25 

12 

1 00 

5*40 

6*40 

2:13 

46,338 

22,671 

21,441 

21*44 

13 

110 

1*00 

2*10 

1:1 

88,847 

16,176 

14*65 

11 

4*98 

12-20 

17-18 

5:12 

2,04,402 

1,68,698 

94,678 

1,09,724 


15 

10*69 

8*11 

18-80 

7:2 

89,294 

66,492 

1,14,294 

■QSI 

16 

2-49 

6*61 

8*10 

Ha 

1,06,740 

39.248 

15-8 

17 

6*40 

17-70 

24*10 

mm 


16*6 

Foreign 









business. 









xt ..(F.M.H.) 

^57 

•37 

•94 

5:8 

14,901 

8,806 

6,595 

11-62 

19. •, (F.M.8.) 

8*00 


4*30 

8:1 

1,76,880 

54,515 

l,22,m 


20. .. (F.M.B.) 

1-40 




51,828 

12,641 

88,682 

27*63 

21. CeyW .. 

•65 

1*18 

17» 

■SI 

21,164 


7,127 

11-P.C. 

22. . . 

*94 


1-8S 


16,200 

e,UB 

9,752 

10*37 

28. .. 

*13 

*14 

*27 

Bil 

5,265 

2,133 

3,182 

24*1 

24 

6*00 

1*53 

TUB 

H 

84,735 

22,166 

62,U9 

10 4 
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Appendix F. 

SampU /mrnu, 

TABLK or CONTBNTB. 


I. HandU- 

(1) Parttuiii or figb^ hatidi — with translfttion memo, ueed when 

n^otuiing iti Iinperibil Bank 

(2) Hanoi boaring niidsppu iniereei from h fixed date— one copy 

(3) Hand! bearing nadappa interest from date of issue to date of 

eneasbment-- three copies «. 

(i) Hondi not bearing interest after u ftxed dato- one copy , . 

II. Deposit receipts — 

(1) Tharanai lettcis—ihree copies 

(2) Copy of Vaddi ehittai 

(3) Deposit isUer (ourient aooount). Interest adjustable every six 

months or one year— -one oopy 

111* Adathi letters— two copies . , . . 


FAOKS 


im 

1197-1201 

1202-03 


1204-03 

l20<t-00 

1210 

1211 


IV, Miacellancous-- 

(1) Salary chit executed by agent tmd settlement of aocount between 

prmoijml and agent on close of sgenoy .. .. .. I212-li 

(2) Printed form of promiesory note taken when loans are issued a 

sample 1216 

(3) An English translation of Uules and Hegolaiions binding the euste 

of the Kattukottai Chetti oommunity as published in Kagurathars’ 
oharitrtim . . • . . . 1210 

(4) Co|gr of agreement executed on oocoaions of marriage among 

hettiyars •• .• •• 1217 



APPENDIX (1). 

Daritanai Hundi, 

Two thouiand two hundred and sixteen and annas mine only. 

Mo. 1621. Bs. 2,216*9-a 


dr, sS« ^«r* 0e//rsnrsuu>y/r. 
E. Y. AL. Ewalalumpnr. 


1227-1X1^^0 u^^LDutrtjF lau ^ fti/rsu^suiiiyi/^d» #, 

A/S’Sy s. sS. Jyerr. astoi. 0. (Q-^SL.wu>4kg}uj), ^r^Ufriu g/jrdbrutr 

(iSiT/S^ glQfjfjr/h/Suufi^jrmjrdiu sS#<i>ixiLLfiLb Qa/rsar 

Qa/0W/D di>s’. ^L/^msbav ^liiusudb ^t.0dr0 Os/r&arQmji^/rd mt^ih u>^ 
a. fiff. ^ar, Q^mtfijnreiiijajmmnit uanriD QmirQ/i^ jDj£sL O^m^'^dsr 
uSt^uLD u^Qfi^^iQsirmSp^. 


Cash paid. 
K. V. AL. 


S}jipuuu^d(g , 

a. €$• J^ar, (WAiptuturr Qaili^. 
K. V. AL. Muthiah Chetty. 


lVitucv^O 

Sfrfr/tfSst>6sdF^ 

asftra.. 


80 


F. M. S. 
Stamp. 


Tramlatiou. 

llupeos * Two thousand two hundred and sixteen and annas nine only.’ 

‘ No. 1521.’ ‘ Rs. 2,216-94).’ 

’ K.V.AL., Kwalalumpur.’ 

Ist December 1927. 

Cr. — S. A. Abdul Qadir of Kwalalumpur. * 

Dr.— K. V. AL. Firm, Rs. 2,216-9-0. 

K. V. AL. Sowriraja Ayyangar to pay at sight the bearer 
Madras the sum of rupees two thousand two hundred and sixteen 
and annas nine only mentioned above to the order of K. Iburamalli 
Ambalam who brings this and debit the same in our accounts with an 
endorsement of the payment hereon. 


* Cash paid 
K.Y.A^ 


16th Kartigai of Prabara year. 


• 8C. F.M.8. 
Stamp.' 


‘ KY.A.L. Muthiah caittty/ 



IIM 


Eiu hrm mm i ^ om baek HmUi. 

J^LOLiAHjb. 

8. N. Ma. Usa. 

No. 501. 

#. >0T. #«iL.i9« Q#j|ir^ii«y4o. 

#. «^|p< ^fiuujfr, 

iSwut^i^O s/rtr^0mm(jF 28*. 2,216 -9 -*0 l2> QupS^ 

Omrr^QL^. 

ji/r. A, 8 RatDABWami Ajryar. 


TruiLsiatioii. 

K. Iburaiuaiit Auibulam. 

‘ S.N.Ma.Uaa. 

No. 501.* 

Pay to the 8. N. N. Finn of that place. 

S. N. Ka81 Ayitab. 

28th Kartigai of Prabava year. 

Received Bs. 2,216-9-0 iiieniiotied hei^iii. 

* A. 8. Hakabwaic] Aytab.’ 

/or S.N.N. 


TKANHLATION MKMO. 

No., iU. 

Daawe r 


Acceptor 



Dated at^ 
Carrency 
Due at^„ 


Date of aaeeplano e _ 

Ibpbbial Ban oy Ibdia, 1 
198 . j 


2VHMM*r. 
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APPENDIX 

Bmdi Uarmg Badappu inUrmt /ram a fk^id duU. 

No. 67« Bo. 0Oa 


NibtoojLo. 

^m^^iaoiLuriT ^Sonr. 

0(0/rilcDL.^/f, dr. eS. 

Kottaijor, K. V. AL. 

iSjrumj^Hv i5ijr\Li^w9iF mr€»jrd(ga^ 

(ltfrcldB>L-|^/r «. off ^dvr. ss^LOjjbjpt 0u/r<u ^«»n‘«94ni>uLl 

Qio QifLUjrrnr QsTcsvrQ^Jk^0’/r m/iru> pwm^ 

jBuuL^m/tli^u^'U&fT LD^/r/rffA Qujwmt Qif^mAjr/r^^^A^irT uaKTihQmfriSdg^ 
(tyua, (^. smmdiiiA u/tjpi €r(iffidQmfrmS/D^. 


Cttoh paid. 
K. V. AL. 


®^;Ouue^dr®, 
r. eS. ^ofT. 


<0, 6?. .^or. 
Seal 
1 anna 
Blamp. 


Translation. 


‘ Kottaomr K.V.AL.’ 

^ No. 87 .’ ' Rs. 900 .* 

8th Purattasi of Prabavu year. 

Cr. — AT. A. SV^ of Karuikudi. 

Dr. — Kottaiyur K. V. AL, Finn, lls. 900. 

Our Sowriraja Ayyaiigar to pay the l>ear©r at Madras the sum of 
rupees nine hundred only meutioued above together with interest at Hhe 
curi-ent rate from the 9th Avaiii of the. current year to the oi’der of the 
al>ove-mentioned i>er8on and debit the same in the accounts of RM.M. with 
an endorsement of the payment hereon. 


1927^ 

Oetvuu,iiiUfrL/^^ 

24«u. 


* Cash paid 
K.V.AL;* 


K. V. AL. EAlUNATfiAN CsiTTt. 


K.r.AL. 

^sesl. 
0ns anna 
stamp.’ 


24th September 1927. 



llfT 

Emhr9mi^0iU w fmk. 


^0. 01. 9m. Q^Cu^tutir. 

No. 585. 

0tr . 0 . Qm . 


dr0« A#. 
8~8— M* 

mtua ^ 0. 9-8*8l 


tSiruw^O LiirCJLjr9ijF 24a. 0#a. 0. (<«4r)u> Qupj^m 

Qm ^ r ^ Quuk . 

9S. A/T. .otcAAnriuifa 

0mw0m£ 0fUJiui‘. 


Translation. 

V.KR.C.T., 9th August 1928. 
AT. A. Annaniftlai Chettiyar. Interest Rs. 9-8-8. 

* No. 685 \ 

N.8.V. 

Pay nieiit * on the 24th Purattasi of Prabava year. 

Kec^nviyl Us. 9()() tf>getlier with interest. 

V. KR. OT. Namahivatah. 
Interest, K. DowArHW'Asn A\^ar. 
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APPENDIX F-I-8^ 

SjtntU fHUtting Nadaft/m inUreii from date of iuu* to dat§ 
of etuathmmtU. 


ftaiUMULD. 

JT®. 

Rb* 

Old, »/r. Qua. Q^ujQs^tkr^ 

M. N. M. SAIGON. 

J9ft— 

— - — €jjr^ 

Old. jgfr* Oii>. (^u/ruj 

^unrtu 


SlmiLiuih, 

No. 

Rs 

OiD. mir.Xa^tD, QmisQsrm. 

M. N. M. SAIGON. 

193— '—•u 

«/ir«y 

OU). Qm. ^4^ ^UfTtLI 

g)A>r ff^U/TLU 



Translation. 


‘Ka V 

« M. N. M. SAIGON.* 

Dated 19 . 

Or.- 

Dr.— M. N. M E» 

pay the bearer 
hereof at Madras the sum' of fie — 

mentioiied aboye together with interest, at 
*^the rate of current at that place, to the order 

of i 

and debit the eioie in our aooounU with an 
endoreement of the payment hereon. 

Dated. M.H.M. 


« No. 208.* 

‘ Ri. 1,600/ 

‘ M. N. M. SAIGON.’ 
loth January 1929. * 

Or— M.L. ' ^ 

Dr.— M.NJI. Ba, 1,600. 

* AL. KE. ffaruppan Ohettiyar ' to 
p pay the bearer hereof at Madras the 
•g sum of Rupees One thousani Are hap- 
w di^ only mentioned aboye toge1$to 
^ with inmrest, at the rate current gt 
^ that place, to the order of the afoi^ 
^ said Itaja Pillai and debit ;the same in 
^ our accounts with am. endorsement of 
^ the payment hereon. 


January 

1929,'^ 


' One anna 
stamp.* 


'Signed. 





im 


APPWDIZ F-I-8(b). 

MwmN hwr mt ini t r etit ftttm dai* »/ »Mie dM« of *nc«tkmvtif^ «r 
Nik e7; !<•. 5,000. 

HaNMMO. 

j||dkrfg»(£&utir/f ^Anr. 
u> 0 igfm «. flf . ^mr. 

MitdrM K. V. AL. 

lOM-ia^O fltuiMjrri£r SOa.. 

€> 0 uiujrth mdk. fk^tga^ u rnmniB 0 fdmj& lar/rA) urtHajirm 
^fUiLairm mi 9 ^ if. m>l. ujivjpi ®;lr. fSutttu ^tuiufriil jrih 

S)#- Q«r«^rQa/0fi^ C^tifr;f jBL^uLf 

ueSi mCi^ u0m ptrOm usmut Q«r^j^c.«r Qu/i>jpi4Q«^m 

Qp^. 

r*'"' - '■ ■ ' "'N 

Caah paid. 

K. V. AL. 

^ 

m, id. 

^mr^uu 

jrs/gar^ 

Ur, 


Translation . 

* Hundi bearing interest from date of iMuite to date of encashment.* 

‘ No. 67.* * Rs. 6,000.* 


* Madras K.V.A.L. * 


25th November 192i. 

Cr. — Meenatcfai Animal thrcragh her hnsband Chidamboram N. Krtalma- 

swamt Ayyar. 

Dr.— K. V. AL. Firm. Rs. 6,000. 

Ourselves to pay the above-mentioned person who brings this the sum 
of rupees five thousand only mentioncxi above together with intereat at the 
rate t>f one anna less than the rate current in Madras and take this back 
with an endoi*sement of the payment hereon. 



K. V. AL. Alaoappa Chrtw. 


156 
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4 One anto «laiilp 0 . 

uO^iS jBfTwr^ L^jrCi^ir^ijr 30au mt0S>jr gj^. («.ffr«©^^<riL.) (j/i# 

Simffdmtr^th ^bdjt 

^piSett^r laL. (tfiA^ ^ ufiku - 

23«- Qs^m 0 G^/r^«r@O ^/dlSBUP^ la. qaa^ 30a. m/mjr 

mC^dMfrm^ (187-9-8) jaa^Qojwua^Qiu^ ^9 mu rntL 

Qih. 

Ai^haarm. 

^utS^iBr (Dsuau 0#tb^ W;4^a>ir4ir^ aa. (yi>v 

Af opaiff of' /Bwd)a.aa)ir acl(^d^^tla»c.iJu<9L aLLti^nSa (/’T^aiDaiBV.iad^aL.) 

jfjTA (ipAsirQsi) eS^th ^mjr eS^ty^ih a.t9a 

gi^. (c-^®/»T-) QirekrL^/r§9jrA^ gW.* 

(fiL^a/rr/a.iDatf®u«9^a-) S)jres!frL^fru9irA^ ^ir^AfiQfiuu^QAfr^*-*^A QP^ 

«/rC^a cff^ijb Aimsr eS^th), 

LSffutki^^O mekJmtr^i£P^ iD^a. Q^&y> 

QP^ @0 ^ul 9 &uF ««l. qpa^ usj(^ixpLff' .'BLiDa- a«Dir 
aDL^uui^. ^ljj^iSA) g^. j^A^^QmrQpA&frQao Aimifd^srr 

^LD ^mjT 

Rp. 103-14-0. 

1—6—27, 


Received Rs, 2,608-0>4 balanc*^ of principal and interest up to date 
settled. 


(Signed) ^LbLo/rsir. 


1'. R. Veiikatesa Ayyar, 
fl. C. Vakil, 
Triplicane, Madras. 


Translation. 


* 4 one-anna stamps. * 

Payment on the 24th Kaitij^ai of Krothana year. 

Tntoi-est from the 10th Kurtigai of Rakthatchi year to the 30th Purattasi 
of the current year — Rs. (394-2-6) three hand red and ninety-four, annas two 
and pies six. 

Interest to he charged at two annas less fix>m the 1st Aippasi. 

Pa.yment on the 23rd Chittrai of Atchaya year. 

Towards iiitei'est from tlie 1st Arpisi of Krothana year to the 30th 
Panguni — Rs. (187-9-8) one hundred and eighty-seven, annas nine and^ pies 
eight. 

Meexatchi Ammal. , 

Payment on the 13th Aipisi of Atchaya year. 

Toa'ards interest fmm the 1st Chittrai of the current j’^ear to the 30th 
of the previous month as per interest account — Rs. (139-13-6) one hundred 
and thirty-nine, annas thirteen and pies six. Payment, on the same date 
towards the principal — Rs. (2,500) two thousand and five hundred. Total 
Rs. (2,639-13-6) two thousand six hundred and thirty-nine, annas thirteen 
and pies six. 

Payment on the 19th Vaigasi of Prahava year. 

Towards interest from the 1st Aipisi of the previous year to the 30th 
Panguni as per interest account — Rs. (103-14-6) one hundred and three, 
annas fourteen and pies six. 

* Rs. 103-14-6. 

1st June 1927. * 

sett^^*^^ ^ 2,608-0-4 balance of principal and interest up to J44te 


(Signed)^ 


*T. R, Venkatesa Avyar, = - -r' -v* 

High Court Vikil, Triplicane, 
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APPENDIX F-l-O(c). * 

Mundial bearing mdappu interest from date of mm to date of eneaskment, 

Simtimjih, 

a>eu ekaj^G^ff4t^freir A, B* C. ^wasdr 

ispjOi X. Y. Z. u/pjp/ Sy^jipfresr mmu,ii9d> (Sinmw^ 

d(g eStgfiSpQmremQ Qmtieu Q^tu^eu/i^Jdd} aie^iaw^smtrm Qjrfrmsih mQ^ 
^dQmtrmr(tl mjijfffieo /sjrQeuearu^tu^ i^ . ( s.(^) ^jb 0 
OjriCtme’ar jsuuq enHu^siL^ek ^mmmr QmnemQm^/epifr^im 

QmiL^ihQufr^ QirmQmrr&r B. S. T» uma Sif^de Q^di 

erm mmdSd} upjft eT(y^fldQmirmmrQeueifru^aj^. 


Igfjs^uut^ 


1 anna. 


1 ttiiua. 

(Signed). 


X. 


1 unnu. 


1 aiitiu. 

Ya 

1 

j 


, " 1 


(Signed) A. B, C 

Truimlation. 

lOtb Aippani ot KaktUutolu year. 

Cr. — * A.H.C. ’ Avargal of Knnailukattan. 

Dr , — ‘X.Y.Z.’ of Kilachivalpaiti. 

The amount whicjh is due from me in the cours<' ol my drawing money 
towards my sliare in the profits w'hile 1 was working as the agent in Kima- 
iiathan firm is Rs. a,000. ‘ R.S.T. ' Avargal of Rangewm will pay the lioiirer 

on demand to your order the sum of ru}>oe» three thousand mentioned above 
together with interest at the rate eiirront in Rangoon and debit the same 
in iny accounts with an endorsement of the payment hereon. 

‘ 1 amiA ‘ 1 Huna 

(Signed)’ ' X.’ 


1 uiinu 

v; 


1 itntiu 
Z.’ 


"1 


Etidorsenient on the reverse. 

^esmta.ujj^d(^drm th euCj^ 

QffmjQanm R. S. T. 

meB> ^ in/fxr/rem WLessn^iud) 1-^0 a^^^nruyidfr^^-ib Qrtrm 

Mijk* ®(rrekui).^jDi^ih Qu/bji^dOsfTedfr(SL..fru:>. ^edffQsfreAffQ Qas^eJd 

sm’d(mu urnr/i^ erMevQfiih ^frjB^eSuL^ui^e.rrd) eFihumdSLLQih 
ibifm O<vl1i-0u> QiKfr9^^iTiut£lC.L.iP. 

(Signed) A. B. O. 

(Signed) ‘A.B.C.’ 
let Adi of At<-hay* year. 

Translation . 

E0. A. p. 

Prinetpai of this hundi 3,000 0 0 

Interest .*• 451 10 0 


Total »,451 10 0 

We have received Be. 2,883-8-0 through Madras hundi No,.,. of 

* R.S.T. * firm, Rangoon, and Rs. 508-2-0 in cash. As ererj-^thing has been 
seltM after an examination of the agency account#, the salary ehit and the 
kiter of agreement have been handed over. 

(Signed) *A»BA’ 




APPENDIX 

Uuttdi not bearing iainreat tfflnr aJUted date. 



\jg ^UHir^mAnB 4fiamr. 

urn. Onu, (gfio. Qm. 

armrd^i^ , 

Vh. V. BM. V., 

Kuaikkadi, 

Bamiiad diitriot. 
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No. 10. 

Ajmj^O LijnLu.^6luF 19«u. 

mfrmird^i^ O#. #. ^/Bjf^jnrmiuiummfr/r migeij um. Qm, 

dfLo, Qw, «bucSA gfmtmerfiL^ui Ssriuih mfrmfBd9m4B/9 tuasn-Q/sfrilLi 

2-m/^ mg/rQ 505-to Qir»J/B 

urrdS QmnQ^mQmtmts^tu^ ft^ugdj crmr^tSjr^ 

jBfrmr^ «l. (z^#^ injgjrgm jslj^ «/Ll£fi^L.«r ^4f.tvfrtr ^L.0d^0 

QmnmrBm^/s(riT a/#lo QALLm^tif^uir'si gfmr, dr0. €Sg(^de 

Qg^Cts^iufrir umrih QmfrQ/sgi S)fi^ QgimgMU&r Qea, lS. mmrdQA u/g 

O/Ky^fidQmtrarmrQwMa^uu^. Ayi. 

19«l. aiLln^tt^^SBu. 


(Signed) uerr. Qmt. ^lo. I Qw. QmjmS Ljrsm0 

4 — 10 — IMS. 


Traii;»lution. 


* Pi. V. KM. V., Karaikkudi, Kaiuuad diatriot.* 

AL. KH., Madroa. 

‘No. 10.’ 

19th Purattasi of Vibhava year. 

(7r.— S. K. S. Sundarai'aia Ayyangar of j^araikkudi. 

j9r. — PL. V. KM. V. of the aforesaid place. 

The amount due towards the purchase money of house No. 506 in 
2nd waid . of Magarnombu Ramaswami Agraharam Union, which I bare 
purchased from you on this date, is Rs. 8,000. AL. KR. Viraraghavan 
Chettiyar will pay the bearer hereof on demand at MadraSi tbe auxa of 
rupees eight thousand mentioned above together with intei^est at the rate 
current in Madras from this date to tiie order of the abovementioned person 
and debit the same in l^o accounts of L.P. with an endoi*8ement of the pay** 
ment hereon. This hnndi will not bear interest fixim tbe I9tb Aippasi of tbe 
ourrent year. 

1 (Signed) PL. V. RM. V. Venkatachalam Chetti. 

4th October 1889« 


, Stamp 

PL. Y.BM. Vm 


1 


Bamnad district.’ j 



Stamp — 

um. Qi. <yu). Om., 

mrmrS^. 

PL.V. RM.V, 

Kawufcknjii, 

Bamnad dntriot. 

Endorsement. 

®#>BQ«rar ut^mr 4^. 

4^L.0d|5 u«aru) (gfSmSfi^. 

(t) (Signed) O#. «. c. mJisJririrmiijiLKisrir. 

(2) (Signed) 0. jy. a. & 0«r., Bmeentjir fitrueir. 

(3) S. K. 8. S. Madura, sfo. 2703 jh jjiWe ^r. 

tSm Qa^j^^/geifLo. 

(Signed) tf’* jB^To <F. eF. (yui^/TuS ^lutuir, 

(4) Bbl. g^. 8,000, «?«r0|4rtiruitl 

(Bti), Ou/b4pk«Q4r4f«wC^U6a^. 

(Signed) ,0^. dFuiSFii^iwijiu ^ujiid. 


Translation. 

Paj the principal and interest in respect of this to tlie order of 
Messrs. A. K. A. A. A. & Co., Madura. 

1. (Signed) 8. K. S. Sundararaju Ayyangar. 

2. ( ,, ) Messrs. A, K. A. A. A. A Co., Cliiniiayya Nadar. 

3. ( „ ) ‘S. N. S. S., Madura, No. 2793. » 

Pay to S.N.N. firm of that place. 

(^gned) 8. N. B. B. Ramaswami Ayyar. 

4. Payment on the 8th Aippasi of Vibhava year, Rs. 8,000. Received 
(rupees eight thousand) only. 


(Signed) S. N. N. Bubraxnaxiia Ayyar. 



APPENDIX P-n— (i). 
Depotit 

ThaYanA) letter. — (J ). 


jfit, Qm. 9 /b., jpi, Qw, (g^w, 

(ThuYanai letter — Penang 3 months^ thavanai.) 


fta/lAJDiO. 

a9uay(@U LijrL.L^ff'i^ijSr' 314^.. 

Qm/fSiBL^t^eou) ta m,uS^ 
mirmQuj^fi lfiOO-(y>i^ lSjtu^QO 4«l.uV^ mjfrmOiu^ 

0. 1,200'ih^ l9q)id0 {iL.tJ3r ^a/Ssvcr 

4sm (imui^thQuir^ OeoiLi^mir mtfrmBdQa/rBr^fu^mei^di : — 

®A. (7^. Qa/. OdFili|.aj/r/f (eror j;^)- 


Truuftlatioii. 


T. UM. V. CT., Penang, 

31st Purattasi of Vibhava year. 


T. RM. V. RM., Penang. 


I, Veukatec^halam, shall paj' 3'ou on demand the sum of f 1,000, a^hich 
I have received from j^ou on this date, as a^ell os the sum of $1,200, which 1 
received on the 4th Margashi of Prabhava j'ear^ together with interest at the 
rate prevailing for three months* fixed deposit in Penang, and take bal^; 
this letter. 

(Signed) T. RM. V. CT. Venkatachalum Chettiyar. 


sjiCtjg/r ^uQu/r 

0. B/e, Qin. 0«r. 

Thavanai letter (2). 

(Saigon — Thavanai — Interest at one anna in excess of Saigon 
nadappQ Yaddi.) 


&0ULDUJlh, 

iSjrutu(^0 &^0mjrLS^ 29c&.» 

dSjruuek €r(t^fidQsir^u^uueii^LD fidimBr €5tsafds/riu Q^diQmtrw 

3 . (f, 0. u)67€^ uSm) euirmiBiU^ ^ (® 9)*Lb ^ujil/jt 

ir(^u» Qs^BjQmtrBr Qind) g3uj^ t^ua^ eS^ih &.L. 

jBtrm ^m/^&sifr (S) j^) aiLL^ A/irey meu/B^dQm/r^aL^ffih, 
jaFm^fiairsff4@di s^Bnr (i/s fiseffleSq^dB/D ^ila^dBQLDd) laOiuesr 

imLiSjLuj ejilu^iL^da Qp^^ih Q^eo^^iH^dfr 

Qu^jpidOs/rmQmi^seinh ^ 

CgaygypiLOp 

©a/. 0. Bjg, QpQgsuu Qs^uu^aj/rQjr(if^4f, 


Transliftion. 

V. K. CT., Kantho. M. 8., £apo. 

* 29th Chittii-ai of Prabhava year. 

Written by Virappan. The amount received on the 17th instant from 
A. EM. of Saigon on your account is $5,000. We have credited this sum 
of (five thousand dollars) and it will bear interest at one anna in excess of 
the rate (11 annas) current in Saigon for 90 days’ fixed deposit. F shall pay 
the principal together with interest at one anna in excess of the rate current 
on tne due dates even fdr subsequent fixed deposits and take back this letter 
with an endorsmnent of the payment hereon. 

(Signature of) Y. R. CT. Murugappa Chettiyar. 



Q^iuQMfrm* 

X. Y, Z. 
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letlor— (S). 


Q^tuQmirm^ 

A. B. 


(Saigon thavanai.) 

m(rirmifiiF X.Y. Z. Q^iLt^ Qiu^fnu Q^fi 

tt9uu^to Q^fduSm /gpjg^ fn$ fifkB 

^^/(gfvSir/ifd ^eiru/tfi <%cD jBtrmr ^m/dm (i^««/r«u m/iL 

eomi^^dQsrrtdBQt^frth, iSesrjgmifimrmmm(gih mLt^uua^ 

A^t^uj Aitlc^c/tb Qfi^poth jgfS!Mm/ru(r^^ ^ct'C^9L.>r^A> Qauuu 

QufijpidQ^iTmQ 

(Signed) X. Y, Z 


Translation. 


‘X.Y.^!^.^ Saigon. 

26tli Margazhi of Krothnna year. 


‘A.B.\ Saigon. 


The letter written by ‘X.Y.Z.* Chetti. We have credited the sum of 
six thousand four hundred and fifty-five dollars, which you have advnnHHi 
this day, and it will bear interest at 13 annas which is the rate current 
J^or 00 days’ fixed deposit. We shall pay to your order at this place the 
'^llf^cipal together with interest at the above rate even for sulMecpient fixed 
deposits and take hark this letter with an endorsement of the payment 
• hereon. 

’ (Signed) ‘X.Y.Z. * Clmttf. 


(Oopy of Personal Accoant.) 

^weofluuilt^ A* B* 0. messrd^ 

uv^asP^ Qfijsd) Q^<serp uS”' 

n!LU>mm^ eutB>ir Qsr. jsuuqd^ Quod/Gmesr 
jy/ <fc.L- euiLuf^d^CeiiiLui^ euilu^dQ 
dailiy. db-L. Ooj^ €kiCj^ 

m^t^esr euCa^OLu 

Sgnrd0 > • • • • • >i/s-flr/a.^^^ 

^ Osrr oLtd^^rjsynr^iDaO^^imQ^. 
n5-a)«r^^rrr^(D«^L_ei». 

Traaslntio)!. 

Copy of acvo\tnt of *A.B,(\' 6f Arinijxitti. 

Credit. 

R». A. p. 

By interest due from the 11th Panguni 
to the 31st ultimo at 2 annas in excess 
of the rate current in Rangoon, after 
including compound interest as per 
interest account and deducting counter ^ 

interest : ... 430 10 6 

To principal and interest up to this date 
^ per new account 

Total Cr. ... 36,861 16 9 


Debit, 
ns. A. p. 


1,.338 2 0 


Total Dr. . . 36,861 15 9 
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Translation. 

K. V. AL. AL.j Penang. 

Interest account relating to the transactions of Muvar, N. ST. 






Credit 


Year and 
month. 

Date. 

Credit 

or 

Debit 

Amount 

balance 
or j 
Debit 
balance. 

Balsjice. 


I 

H 


Total 
amoont 
with 
reference 
to dayii. 


% CEHT8. $ CEKTB. 

Prabava — 

Adi .. .. 31 Credit. 7,200 00 Credit. 7,200 00 63 4,53.600 

(Adi, 32 

■ ’ -i*. i 

* Avani, 31 . ^ 

fcqrBaiid ; 

Purattasi, 

30 days.) I 

0-10-6 (^0 66 6/8) interest at Rc 0-10-6 on credit total amount of Re 4,63,600 — 

499—22^. 

Aipp/Ai .. 1 Credit. 7,200 00 Credit. 7,200 00 30 2,16,000 

(Aippaai, 30 
days.) 

„ 0-10-9. Interest at Re. 0-10-9 on credit total riiaount of Rs 2,16,000 — JiS — 37 J. 

Karfigai ..I 1 I Credit. I 7,200 00 I Credit. I 7,200 00 I 19 I 1,36,800 


1 

Credit. 

20 

Credit. 

Up to 

• • 

the 


29th. 


0-1 l-O, 

Interest s 


^ » 
3^55,(5«#. 


Margazhi, 29 / $303-32J. ^ 

and Tliai , 30 ) ( 

Credit by iiiterest for the above 3 items— J 160-92, J. 

Credit by principal J17,20(). 

Total credit by principal and interest up to the 30th Thai of Prabava year — 

$17,660-92J. 

Prabava — • 

Thai .. 30 Credit. 17,650 92^ Credit. 17,660 92.\ 19 3,36,367 

(Thai, 30 
days). 

Maai.e .. 19 Debit. 17,200 00 Do. 460 92J 3 1,363 

(Masi, 29 22 Credit. 7,700 00 Do 8,160 92| 98 7,98,790 

days ; Pan- 

f ttiii, 31 
ays ; and 

Ohittiai, 81 : 

days.) , ^ 

Vibara — ' 

Vaigasi .. 29 Debit. 7,700 00 Do. 460 92J ,666 

(Vaigasi, 31 
days.) 

Ani , . . . Up to Ci’edit by interest at Re. 0-11-0 on credit total amount of ' 

the Ks. 11,43,176— $261-98. • 

14th. 









i209 


$ c. 

Counter interest ut Ke. 0-11-0 for 47 days whiob have yet 

io expire . . , . . . 2— 

Credit by interest after deduoting lhi« 2(>P — 16 

^ Credit by principal . . , . , . . . . . 450->92| 

* I-WH 

Total credit by principal and interest on the 16th Aniof 

Vibava year OH^ 

Commission at Ke 0-1-6 per cent on debit and credit 

transactions amounting io ||266 — 10 .. .. .. 24-01 

Temple donation at Re. 0-13-0 (?) per 1,000 . . 20— 80J 



Jolal .. 44-.81J 

Credit balance aft ei deducting $44- -81 J 666—27 

f C. 

Vattam (premium in exchange) on $655—27 . . 0- 83 

'’^interest at Ke 0-11-0 for two days .. .. 0--31 

Total .. 1-14 

Credit bdlanoe on the 15th \ni of V^ba^.t yeai 

after deducting $1—14 .. .. .. 664 -13 

This Hum of $664—13 has been paid to Muvar N.S.V 
— correc'’. 



1210 


APPENDIX F-II (8) 

Deposit Letter Current Account 

*?» ffurtinagala. 

semis^jruifressBssijbe 

A. B. C. 

1P2 -L£)(^) 20a- £sessnii.(rLDre5sf^^s>l A. B. C. erdsrBp ^0 

jBrrefT^L^ u)ql.6l. ^6S ^ut (S)^-ld uSjs^ 0U/ruj ^tu 

ujiTuSir Q^tr^dbi^ ljjp /ul^uli Gu^w QeunjGsr j6fl^Lb5i.L- 

eriia^ ets)eu^^^Qmne^Qi^mh. Q6SLp4(^LhQufr^ 

tS^A OcuLlL^e^jT ^/rjF'B4QAf:frmQaj(^<s<SijLh. 

asei^ j ^j 6U)L. luthineGT ^desBT. 

(Signed) Q^Luj^, 


TraiLsIation. 

2 Kurunakkal ♦****< Kuniiiagala ’ (?). 

‘ A.B.C. ’ Kandiramanikkam. 


22nd July 102 

Cr. — ‘A.B.C. ’ of Kandiramanikkam. 

* of Kurunakkal. 

Us. 5,000 on the 22nd instant,,- 

We have credited this sum of rupees five thousand and it will bear 
interest at one anna in excess of the now rate current in Colombo, f ahall 
pay this amount on demand and take back this letter. 

(^Signed) 


Chetti.^ 
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APPENDIX F-lII 

Xietter written by principal to agent at Rangoon. 

Adathi Ijotter (1) 

A. 

Quj^esarQ , ^uu^iiLh ji^a. esSi^Lb ^^cL^raserr 

^^Ljqa/^^/riqcb /j^ihuisir LD/rjreSt^v €vm^m 

C^ey^gpO'-DwrjDJ Qtf^fr^^eu^rreo ^eu/r^^ ^-^uLiLh ^JS>dB^^uj 

(Surr'K’c^Lh ^y.ltf. ©i;0te^ ^m>sdS 0U/r 

^ss)paj(n^ e^i^iTi^Lb LD^eciin ^urr&y £i'ipd£bLbiJ'U/rev Qu<rL,Q4QsfTm 

meijih, 

^jSdj pthiD^ua ^f^/T<x^iD cTt'ffiQ'XJ(^,,?'^ ^ ^2^! LJL^u9(^dB 

Qpesr, 


Traiihlation. 


PJaco : Rangoon. 

To ^ A ’, Agent. 

As * B ’ of tlii.s iilaco says that ho will remit ( t rlain sums of money to 
that place and that Iiis transactions should he cari itRl on through us, jileaso 
carry on transactions as per liis written instructions in i(‘S))(‘ct of tlie money 
remitted by him and furnisli him with a statement oi accounts. 

A commission of half anna on every rn|)ee of tin* int(‘ro.st eanuul hy tlio 
amount involved in such transactions as well as I he temple donation and 
postal expenses should, as usual, he charged. 

Both, the above gentleman and myself have signed this letter. 


Adathi Letter (2) 

' ei_ 

X ^cijsSi^LD 

mi^uj ««DL_«0 murr (^(^) ^^uqihuji^ Q^dj^^jrQeuessrQ 

Qll^ ^ GculIl-^ i^eniram crfieiWdrG (Y) 

Q^LLit^ujrrr Q aj (i^ j^uuls^ ^u/r, ^^uLftbui^ Qd 

^ytjLi<9- Q^uj^euQ^LD u^^ciijreii ^djsiJL^u) ^L^uLf fieu^sssr ei/iLt/^d(^ 

Qinii) Qeuujesr ^esyfDsssrr^ <5i_L_ lcs&S)ld ^urrev ^eusi/ eu eir d <ss llQ u (T ^lo 
QurrilQ 6uS^ sumpdQ^'r(i^pinh deu&mis^\u^. 

/6/rLD^Lb ^eUfTS^LD ^^UlSuSlQT^d&p^ , 


J^l.. TraiLslatioii. 

Place; Rangoon. 

ToV' X ^ Agent. 

Ab^ of this place wants an adathi letter authorizing credit 

Up to*;te. 10,000 to his tinii, please make arrangements for remitting. 
Bs. liSfOpO aa |>er the written instructions of his agent ‘ Y ^ Chettiyar. An 
ibaterest ^ in excess of the current or fixed deposit rate ptCTail-. 

ihgan that pla^ as well as the temple donation and postal expenses should^ 
as usual, be charged and accounts closed and furnished once in six 

Both i£e above gentleman and myself have signed thia letter, 
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APPENDIX F-IV (1) 

fhlary Chit of Agent. 


^aJLDUJLb. 

ir^rrda^@0 .^ea&stP idsa. ^/rjrd^(^is^ js/r.jpt^Qub. Q^Cu^ujrrdr 

s/rird{^u^u9eSl0d(^ui O^Fuaf^ Qtu^^^QesfrQA^ 

jBtrmsr Qes/ramQ Qeiff^.Qi^ujiLjQufrLue^q^'^^flx^ Q; 0 €^Lb 
d^ihui^th (SuffsQatr^i^L^^ ig^e^iriTd^i^ (^urriu /s_g^®/m5_g) uS/b/s ^^utriij 
^euirtiSir fs^ ^s55r6e)iru9eo (o)L.^sfre8rg^€srif>uiriu 

f^u/riu tijLr^®frrasL^, ^GStsris^iu^eB^ U 0 #/lj 

uU^A^ ^errmr Qe^ eunfk&^Q^irmid pr^. ufr^Q ^u/ruj 00r iSSridsr 

ft/LD- eit(^ei^ih Q^teoQ^dj^ 

jBf^JTLh (»/^q ji <'^ei)^juL5l^iLjjB^&s>^ sessreK^db <ff/r<^L/«55uu^Lb 
emQ^eBi^QesfrcmQen/b^ fifEnserr €^^ih^ULSie(s>®j;3>^ eu.rrijSdQ^BTenQtij^ee 
ojih. 

(Stl.) ^,jg^.Qu^. QtSFUis^ Qiue^^. 

eyi^rf. ^ fBojfr .ssr jBiGeo ^.^.Old. 


(i>h)u^(^^ Ha- ^tf/TiJi^^L-iuLh ^euftj/r esrr (rm(^ii^vSeSlQ^m 

0ii) W<5rLi9_iL"r0^0 Qnp. 9arrflei9(77.6B(^ih jBrr^jgi.Qib. Q^utsf.. 

tu/r/r QiijQ^j^<%Q<s,TQ^^ ^pji^ jt^^. /sfrih Qaj/?i.«»^ Q’^^eesrresr^&ir 

^eueesBi^^ ile^Qpjg^ cSliruiSijt^O 

3161- €kJ€S)ir Qsfr&krQ Qvl^sk'Q^uj^ (OJjh^ ^assar^^^So/r ^ls^uS^ 6B:esQuj/TLJ 
uLhes>ext^fi(T^&Q/D u^<r/riu^;*.T/f«;Br.7T eow^^ umreoeuiSlLKd fS^ireaj^w 

CDiBim drfiJa^ujmij ^rrih fiifQeDemis^uj^frdj (Btu/huLu.^ (S) . lOOD’H 

(0Lj/r 1,640) uSIjB^ ^ ^ijufT ;BiT,xu9s>fi\L\ih /srr^ 

/FMD«@i ^plSl^^L^ 263i-.iiS^ QuJi^^fi; ^ J5^(V^^&P iSjTfrtJJ^^S 

(tjB{TLL(bles(^ 136L- €ij«Djr €LL.Ls^Quiril.Gl ^'9-eoeuiLis^ 6im^tsf.aj^ ^n^urr 

14pt29H«^9 s&LfT^esessrsdsrraj jEL^uiS^^trih Q^^6}j6S)pu9eo Uji^ 

ldl0#6/r ^«D«<a0€a;d^5iLL- ^utr 3/220 — 2 — 6 jSdS ^urr 10,909-3-3 
^BfTerr^ Q^j^aS-^) jErrdfr ^irQeijeiaru^ajfimu (ar/buLt^Qi^dSp 

9,369— H — 3 jBtr&T^ (E^^uSed erQ^)^^ ^fiJ^Q^sQp ^essJUf^ 

D#r ufr^^^triu ^utr 9,060 (y^ih Qjrrres6B uireuppadj ^un 369-3-3 ^ 
QeerrQ^js seeereteBiS Qjeit Q^iju^ QstT(5s^Qi ^ihum^ i^Lleot-. 
tj^eSiLULJU^iurrcv 6^ ^essrj^QLcedr aemd&s:>s/B^sSljr CE&jQjt Qajdj*sS^ 
Wfrwf0 iSltiirQpfrufr^&uS6))^QajdTupp^ jr^/srrsA 

|P&fri|Pl9L(L/^. ^2 ewl ^€5tiru^QiM^d(^ih jBrr&rr^ ^ssr^uorrMU^ 

pm^btBrd(^iiir uasrpetD^ ^(pCsra^QuiBser eurru<^ QupjgiAQ^tr^ 


(Sd.) JBft, Qlo, Q-trilio^. 


u^^fToj^ p/T/ra^ 
jIJSd.) prr, 4fr. iSm^dsfr, 


tSd.) cay. g^/f 0«j. cyi. 



<fifltuireiir jbsA)) 


9. J?/. tSiii, '0#tll|L 
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Translation. 

The ffUjCf obit executixl on tho 11th Avani of Ilakthatchi year by 
O. Rm. M. jOT^irahinanvan Clietti residing in Knraikkudi m favour of N. Km. 

M. PmBtpmM eyyappa Cliotiiyar ol Karaikkudi is as follows: — 

The for three years which 1 have accepted ior servico as Uie 

agent of your N. Rin. M. Is'iriu at Ttdukanson is 1,001 pagodas or Kimeos 
3,50^1-8-0. Ot thi.s .sum of rupees thi*ee thousand five hundred an4 ImisiO 
and annas eight, 1 .should receive Rs. 2,335-12-0, in a month after W Arri- 
val at Telukaiisen, in the shape of dollars according to the exchange rate 
current on that date. 1 shall receivt) the haiunco of Us. 1,(307-12-4 after 
working as the agent ior three years as per your writ^n instruction% Bend- 
ing a copy ot the day-h<Kik eveiw inontii and delivering to you tho Igial 
balance-sheet and the cash on hand on my return home. ^ 

‘ (Signed) ’ O. Rm. M. vSubramanyan Chetti, 

(A true co}>y of the original.) 

* (Signed) ’ O. Rm. M. Suhramanj’an Chetti. 

^ • 

Tho debit receipt issued on tho 14th Adi of Vihava year by N. Rm. M. 
Poisolla Moyyappa Chettiyar residing in Karaikkudi, Ramnad district, in 
favour of O. Rm. ^1. Suhrainnnyan (Mietti residing in tho samo place, m IM 
follows : — 

Tho accounts relating to your sorvici^ as the agent of our Teluknnson 
Finn from the 11 th Avani of Rakthatchi year to tlio 31st Adi of Prabava 
year wore exanuiu*d liy tlio undei*sigiied panchayatdars, and it was found 
that tho amount due by 3011 tree trom any encumbrance is |>1,()00 (Rs. 1,540). 
Tho princijial in r(*spe(‘i of the ])romis,sory note ext'cuied by me 111 your favour 
on tho 26th Aifipasi of Atchaya year and the interest thereon up to the 
13th instant amount to Rs. 14,129-5-0. The amount whi(*h you have dratvn in 
tho curr<‘nt account in my firm here up to the above dat(‘ togetlior with 
interest thereon comes to Rs. 3,220-2-(i, Dedmting this sum of Rupees 
3,220-2-() from the abovi' amount due by me, tin* net amount due by mo is 
Rs. 10,900-3-3. Deducting ironi ibis the sum ot rupees one iboii.sand live 
hundred and lorty due liy you as afon‘sjud, th(‘ amount dii(‘ by nu^ on this 
date isi Rs, 0,369-3-3, A.s tin* {wcounls have* Ikhui set tb^l by payment to 
you of Rs. 9, (too by means of a promissory note (‘Xecutc'd in your favour on 
this date and of Rs, 369-:i-3 in cash and tho .salary clut has boon handed 
over along witli this, this itself .should be produced as a receipt to show 
that, except tin* above promissory not<* a^'count, tbeie is no oth(‘r futuJ^ 
liability, f shall pay tin* amount in respect of the above promifwoi^ ^ 

also within a jicriod ot tlircn* monlbs troin this dati‘ and take back^ "tb#* 
piomissory note. 

(Signed) \. Rm, Al. Poisolla Miwyajipa Chotii. 


Panchayatdars — 

• (Signed) N. S, Narayana Pillai. 

( ,, ) L. M. Miitturamanambaliun ot the aforesaid place. 

« 

Written and attested by — 

(Signed) Vira. Muttayya Nayakan ol K. Muttnpaitanam. 

(A tru(‘ cojiy ot the original.) 

(Signed) 0. Rm. M. Suhranianyan Chetti. 
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S^Ulement of aceount ai hftween principal and agent cn chce of agencg, 

0L. 

^^ojLuajLb, 

tiQuiSu a/0Q^Lb LLfr^tMT^sua 20-^ umsfr^^anr ABO, OjBtu^umu 

X*Y,Z. j»/7CBr /sr&izm sesiuuSeo QeBfressrQ Gai&u 

Q^uj^ <^LhumdiS€SBrd^ ^rris^n-dst ^escrek(;^ ^osdQfiih u/r/rji 

^diOesneisri^ eusmsuS^ ^rreu ^L^’S^tafruj L9esrQ^frL^dffti^€ifr(sof}u9ci> jB/TBor 
/gtm6Big^d(^ 0jrQ6ii€6ifru^ujjD (^urr 6,260. ©iF^ 0'-7r ^^uSjt/b^ ^QS^/b^ 
^djihu^'^(^ih jBfT&r^ QsriSi3L.<d^ ^ULJL\ei/iLtj^\nL^€d Qog. lurr/r 

<s«r (3 Qsrressr'^€LijB/Brr'r eurS^il. 0S)^tusQsfr^ 67/i»«err «6ini- ^iESBsarQ 
D. B. F. uecorih Qd/rQ/i^ Q<Feo^’^esr ssmi ^jg/auiS 

QssfreSirefrQ(ciucstrruf^uj^ . 

X. Y.Z. ereerjn^. 


euilu^ ^unuj €tu)gl.^, 

a/LL-'j^LiL/LD ^ayL_aj. eifi'eseh seis>uw^Lh QarrQs 

dumiih. 

A. B. C. erdtr^. 

iSrdQsv 42/0Q^(ij &jd^^^iri£i(TS‘Lh 3-/5 aeisru. ^eF^ub 

u^ih Qup^dQcsfrescr^i^fTih. 

A. B, C. bjGc^, 


Translation. 

ifo 

20Th Masi of V'ibava year. 

Cr. ‘ A.B.C. ’, Pallattiir. 

Dr. 'X.Y.Z. ^ Ncikuppai. 

The total amount which I owo you in the course of my service as the 
agent of your Finn at Yevundam on an examination of the salary account, 
the profit and loss account, etc., is Rs. 6,250 without any future liahility 
‘D.E.F. * the agent of our Firm at Thaiyakkono, should pay the Ijearer the 
sum of rupees six thousand two hundred and fifty mentioned above to the 
order of the nbovementioned Firm togetlier with interest at the rate current 
in Rangoon from this date and debit the sajue in the accounts of our 
Firm hcrc^ with an endorsement of the payment hereon. 

‘X.Y.Z ^ 


Interest Rs. 72-10-6. 


Par the principal and interest mentioned herein to our Firm at that 
place. 

'A.B.C. * 


Wo have received the principal and interest mentioned herein on the 
3rd Chittrai of Sukkila year. 


* A.B.C. » 
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APPENDIX P~IV-2. 
(Pom of Pronote) 




r 

No._ _ 


Rs. 

' 

L... 

J I 






198 ttf*' €L.d(^ '^V 

dS(>sp£_Qpa/;ff^06E0to 

(?^6wC?tf/rLl«D£_ Oeu, Q^L^L^tufrd 


^&r(y^ ^sQsnQ^jB iS(»^il^tB9^fTU 


/giiism eusa^a 


iflu.Lh JBfT 


.dTL-®# tLLLv^4B ^rrmj 


8uj^ Qjr(r4^ih ^ ^urruj «0a) 

jEirm^ QfifsQp^ev Lanr^ih l-dj^ lOO-<»0 erh,u'^uj df^FLo 

«L£^ttJaiL.(%iqLD ^rrmiSetr (BeueSsri^ih^iun^ 0ti/m 

^w€v^ ^/&<S6/r ^/rL^QF^sfr^sti^ Qjrfr4sLD j^^cuudu 




€r(ip^iu^u:i/resr ^ fTtas^iquurcBr 


^ Translation. 

‘No. ’ ’ 

(Tamil) date corresponding to (English), 

date . . .19 . . 

The promissory note executed in favour of Devekottai V. At. N. Natosan 
Chettiyar Avai'gal, who baa got a firm in Dindigul, by 


is as^follews: — 

The amount received by in cash as loan lasaring interest from 

of your firm is Rs, • On 

demand^ •— * promise to pay to you or to your order in cash the principal 

tol^th^P with interest from this date on this sum of Rupees at 

per cent per mensem. 


Witnesses— 

Written and attested by — 


168 
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APPENDIX FJV-3. 

C(ntie nde$ an<l rtgulatiom of Notfnkoiim Chettiyar$. 

1. Respect mother, father, guru, God, Brahmam, and caste deities. 

2. The Nagarsthars to keep under their trusteeship and management 
the villages, etc., assigned for the inainteiiance of temples and matams for 
gurus. The revenue to he utiliTsed only for the charity for which they are 
ear-marked. 

3. Not to deviate from caste rules and regulations. To do good deeds. 

4. (a) Husbands and wii^es should pay customary homage and worship 
only in the temples tf) which they are allotted. 

(b) They should not get religious instructions from other matams and 

temples. . . . ^ 

(c) To remain adherents of Saivite religion and not to become con- 
verted to other religions. 

5. Marriages should not be made in the same gothram. Gothram means 
temples and their divisions. Adoption should be nmde in the same gothram. 

6. At time of marriage, the bridegroom should touch the thali which will 
be ticxl to the ))ride by .some elderly man. 

7. To trade in gems, stones and grocery ai-ticles. Trading in business 
tliat involves slaughter of animals and other living creatures prohibited. 
Money-lending to be transacted only with honest people and dharma vaddi to 
fie charged. Trading in horses, betel leaves ana perishable articles, prohi- 
bited. Kudivaram tenure of lands, agricultural business such as plouf^ing, 
etc., and doing of .service 8U(*h as that of villagi^^ .son ants prohibited. vShould 
not trade in stolen articles. Not to covet neighbour’s wife. Money-lending 
with dancing girls juohibited. 

8. Chettis who violate the rules of the caste or who have undergone 
imprisonment and those who commit theft have to be o.stracized. 

9. Chettis to have their hoiru»s permanently only within the following 
limits: — 

West of sea, oast of Piranmali, north of Vaigai and .south of Vellar. 

Chettis should not establish j^erinanent residences in other places. 

10. Women may go wtih their husbands when they make i-eligious pilgri- 
mages. For oUier purposes Chetti women sJioiild not go to foreign lands. 

11. Old mamuls to regulate all other matters relating to caste. 

12. Arbitrations relating to caste to take place in special meetings nf 
Nagarathars or in temples or matams. 

13. Nagarathars of the nine temples should conduct marriages only after 
receipt of garlands, i)rasathuins from the respective temples to which they 
are allotted. Temples should be given notice of propo.sed marriages by 
presentation of betels, etc., therein. 

14. Iraniyur temple and Pillaiarpatti temple Nagarathars should not 
inter-inarj*y as they are consangnineou.s by reason of descent from ‘two 
brothers. They may inter^inarry with Nagarathars of other temples. 



APPENDIX F-IV-4. 

Standardised form of marriago agreement 

(«6wur«Mr ®«D#0i^txi^«ru> €T(y^^Bp$S,Ath.) 

@0 uS^ 

S}i&rajiippd^u^ujff«r g?44a 0«)L.ui/r«5r ^ 0 g 5 #«)@ 

Q^ljs^ jrtTLDpfrpQfffr^ Q6sireir^>s:Aajefr ptn^rSiLj Liijnh^tr to/r/pjpir 

sr/resr eS^urrcBSfts^,tuLjfffifi€k} ^(mihuir^B^Q^muuj/riir A^mmuu Q^lLu^ 
pifjriTUj€sarQirfr j^tsuir LLSbsr suLSjru.csi^uj^S(Q 

^tuu u/rmfld&jrdsesBTUi uesormfimOsfftisrL^^LDma^ ^A^/f uLQih 

Outr^ ^eifTujfi Qu/rsir u^m(y^s ^ g^mir vperrui 

QafTQs(^Lti Quiresr ^^JbiLtr joi Qufr^ QiktmttS 

Qtaj€SuriS€op^F(Tu u€uth ^MHU/fOptr^isr Qeiiwetrirtlts^d^u 
uM’th Qfiuu^^ ^jririLQd ^ssjrth dr ^fiL€a/AD<suui^ Q<fiti 

Qmifnh, ^eu/r p6siQsiT€S>L^ 0«/rQ«@tii Qu/resr ^lou^, Qunr^inb eBffrrm 
Qeifr&su ifipesrj^^ ^enir iusjBj^es)L^ €s>llu.i^ujs Q«/rQ 40 ub Qufrmr 
«i/8eifrtt9 er(!^«tp 0 <sF {g)«i/«i/«D«uu£ 9 - Q<FiLj(Seu/nh, j^wifldiiiiQuirdi 

g)A'.T O^fT/hua^ QpfH^isdr L/^fi5r(yi6Btf^0<», ^«siy4ai«)<f uuii^ Qi^ujQeuril), 
(j^ii^iLfresr ih «^Qj/reF ppd(Qii^ 

tufrm (^ffoQ^siTLjtr/^JSeo ^ssk^Q^mL^uj/rafr 

. ,,, ,.QsLLu^es>6sQaj(^p^, 


I'ruuhlation. 

Form ot written document executed by the bride^^room’s father in marri- 
ages among Nattukkottai Chettiyars. 

On account of tlie inairiage performt'd on (date) between 

Subramanyan, son of Okkoorudaiyan Arunachalam Clietti Itarnunathar of 
Jhiiyatrakkudi sect residing in Kulusekarupuium, Kalvasanadu, and Valli- 
ammai, daughter of Ariimbakkoorudaiyan Kannapj>a Chetti Narayanar of 
Alatrur sect residing in V'irapandipuram, Keralasingavnlnnadu known as 
Peramburnudu, Arunachalam Chetti llanninathar will give nine gold pieces, 
gold* for making jewels and fifty gold pieces and ring weighing 

three pagodas as a i)reseut. Kannappu Chetti Narayanar will give 
gold, *’ gold *, silver 

sixty one thirty panams for maid servant and si^tty 

one as dowry and will also give with pleasure gold bangle 

and *, as jewels ^ 

I have written this marriage agreement, 

Signature of Okkurudaiyan (?-hcUi ot 

* llaiyatrakkudi sect residing in Kulasekarapurum, 

^ Knlrasanadii. 


Unintelligible. 
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Memorandum by Mr. A. K. MBKOK, B.A., ¥.CJB^ Superintendent, 
Kerala Soap Inetitute, Caliout, on urban trade intereete of 

Calicut Town. 


(1) The population oi Caticut municipal ai-es, according to the last 
censua report waa about 82,000 but it may now bo put down at about a 
lakh. The area is about 11 square miles. 

(2) The chief articles of exi>ort from Calicut are P«PP<2J’j 

coconut, copra, coconut oil, fish oil, hid^ timber, tiles and aomm. 

The import^ articles consist of paddy, rice, flour, sugar, textile goods, 
cutJeiy, soaps, cement, grocery, chemicals, motor cars and accessories, 
machinery and almost every other kind of European manufactured goods. 

(3) The following are the important banks in the town : — 

The Imperial Bank of India. 

The P. & O. Banking Corporation, Ltd. 

The Nedungadi Bank, Ltd., 

The Calicut Bank, Ltd., 

The Malabar District Co-operative Bank, Ltd., 

The Calicut Urban Bank Ltd., 

The Cbalapurani Bank, Ltd., 

The A.L.A.R. Bank. 

The Bharata Bank, Ltd., 

The Radha Bank (started very rceeiitly by Mes-si-s. U. B. Dutt & Co.). 

A statement of the capital invested, deposits, etc., culled from the 
newspapers is given below: — 

The Nedungadi Ikinh^ Ltd,j 

(Established 1899 — Incorporated 1913). 

Head office: — Calicut. 


Madras office: — 17/18, Broadway. 

Branches : — Palghat, Badagaru, Cochin, Trichur, Alleppey, Mangalore, 
Tellicherry, Trivandrum, Cannaiiore, Coimbatore, Pollachi and Quilon. 


Capital ; — 


Authorized and iasued 
Subscribed (31) — 9 — 1929) 
Paid-up ( Do. ) 

Reser^^e Fund ( Do. ) 


JBS. 

50,00,000 

22,49400 

14,32,995 

4,09,721 


Current and savings bank accounts opened and interest allowed. 
Fixod deposits for one or two years and shorter periods received. 

Loans and overdrafts granted on approved securities and all kinds 
of banking business undertaKen. For rates and terms apply to the head 
office or the Madras office. 


The Calicut lianh. Lid., 

Head office: — Calicut. 

Branches : Mullaslierry, Tellicherry, Cochin, Palghat, Karupadanua 
(Cochin State), Badagara, Chalapuram, Chowghat, Guinivayoor, Ooty, Madras, 
Uranganore and Colombo. 

Authorized capital — ' 

ms. 

60,000 shares at B«. 10 per share ... 6,00,000 

Paid-up capital up to 30--O — 1929 — ^21,975 shares ... 249,750 
llesei*v« fund 80,217 



1219 


De$fo$iU , — Curreat deposite are received at 4 per cent i>er aatium and 
fixed deposits at Re. 4| per cent per annum for three months, 6 per cent 
for 6 months and 71 per cent for one year. 

Loans granted on gold, etc. 

The Bharaia Bank, Ltd,, Calicut , — 


Hegiaiered capital (divided into 5,0 

each) 

Subscribed capital 

Paid-up capital (31 — 8 — 1929) 

Deposists ( do. ) ... 


BS. 

shares of Its. 10 

50,fK» 0 0 

26,920 0 0 

21,266 0 0 

24 , 6 ( K ) 8 3 


Shares are available. Deposits are received on goiKl terms. fntoraat 
at the rate of 9 per cent i>er annum is given to fixed deposits for one 
jmr. 


The P. A O. Bank is an exchange bank. The other bunks do not do 
any exchange business. 

None of the banks gives loans on landetl stHuiity or on house property. 
They lend money, however, on gold and on pro-notes on tlie joint signature 
of two good parties — single signature not aeoej>ted. One of the indigenous 
hanks used to give loans up to Rs. .*10, (HK) on the security of plant and 
machinery, the interest charged being about 71 per cent, 8 per cent and 
9 per c^nt. But it is undei'stood that this l>ank Invs discontinued this 
practice of lute and is asking its constituents to close any outstanding 
accounts under this liead. No bank in Calicut as fai* us 1 know now gives 
any loan on the security of plant and machinery. All haiiks give loan on 
gold and Government bonds and such gilt edged securities. Most of these 
banks give loan on goods iii) to 90 per cent of their value. 1’hero are 
two kinds of loan — key loan and open loan. When the goods are kept either 
in the bank or in the constituents’ gmlowns but the key is kept in the custody 
of the hank such a loan is known as the key loan. Goods aiv let out as 
and when money is paid. The loan is given on almost all kinds of goods 
of a non-perishable character such as coir yarn, (opra, ginger, pe]»per, soup, 
cigarettes, paddy, rice and other grains, dry chillies, pie(;e-goods etc., 
An agreement in stamped ])apcr has to be executed by the party who wants 
the loan. Should the price drop of any commodity which is pledged the 
bank will give notice U) the i)arty to clear the goods by paying the value 
thereof, otherwise the goods will be sold l)y auction and the Imlance due 
to the bank will be retxjvercd from the Hale-proceeds: if this does not cover 
the amount the party will have to make good tlie amount. Should, how- 
ever, the price' of any commodity pledged witli the bank go up, the loan 
may be closed and a new loan of higher value may be negotiated. On 
coir, 50 per cent to 75 per cent of the value r advauml and on other 
commodities about 85 per cent according to the quality and nature of the 
articles. Loose coir is not accej)ted by the bank, l>ut it must be well dried 
and baled ready for export to foreign iwrts. 

The other kind of loan is the open loan, that is the goods are kept in 
the godowns or yards of firms not under the control of the l>a!ik, but the 
party who takes the loan executes a proper agreement and the firm in 
whose godowns the goods are kept gives also a letter of guarantee regarding 
the safety of these goods. In such cases advances are given up to 60 per 
cent of the value. Copra, ginger, coir yarn, etc., are dried in the yards 
of the exporting houses. The balance to be paid to the parties will be 
settled after the goods are ;§^ipped and weight or measurement account 
is rt^ived. lu all these cases interest is deducted on any advance that 
might have b€>©n made. Deductions are also made for any bad stuff W'hich 
may be reiec^. The interest charg^ by the Imperial Bank ranges 
from to 7i per cent and by the F. <fe O. Bank 6 to 7J per cent and 
tlm iodigenoiis banks charge 74 to 9 per cent on such loans. The loan is 
granted for Bhori periods, in any case not extending b^ond one year, but 
tim praotioe is for the parties to renew such loans and in that way they 
fom more or lees continuous loans. 
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l>epo<$ito are iieceived by the batik on the fuiiowuig terms 
Statement of interest allowed by the different banks in Calicut 
on fixed deposits. 


Name. 


Three monibe. Six njouthe. 


One year. 


Two yeare. 


The Imperial Bank of 
India. 

The P. ft 0. Banking 
Corporation, Limited. 

The JSedongadi Bank, 
Xomtted. 

The Oalioni Bank, 
Limited. 

The Malabar Dietriot 
Co-operative Bank, 
Limited. 

The Chalupuram Bank, 
Limited. 

The Bharata Bank, 
Limited. 


3 per cent 
per annum. 

4f per cent 
per annum. 

1 ) 0 . 

per cent 
per annum. 

i per cent 
per annum. 


per cent 
per annum. 

4 per cent 
per annum. 

per cent 
per annnui. 

6 per cent 
per unnum. 

4^ per cent 
per annum. 

5 per cent 
per annum. 


3| per cent 
per annum. 

4 per oent 
per annum. 

per oent 
per annum. 

7i per oent 
per annum. 

per oent 
pei annum. 




6J per oent 
per annum. 


per oent 
per unnum. 


7 per cent 
per annum. 

9 per cent 
per annum. 


* the Bank is not receiving depoAiti lor three months. 

One o) the Indian banking concerns in Calicut is said to be financing 
u commercial enterprise started by an Indian goitleiuan in C'alicutj it is 
not known under what terms. 

As stated above most of tlieso bunks giv<‘ Joans on produce and the rate 
of interest is fairly low. Besides these Jninks. tlicre arc a numl>er of 
sow'cars, Multan is and also small nioney-louders whose rate of interest varies 
according to the nature of tlie transactions and the solvency of the parties 
who require such ucoominodation. The Imperial Bank, it is said used 
to give consideralilo iinaiicial helji by way of ovei-drait. etc., to some of the 
indigenous banks but owdng to the failure of some of the banks and to 
certain other rea.sons the imperial Bank is cautious in lending money or 
affording other financial help to such bunks. As a result the money is not 
freidy available in the town, Tlie Imiierial Bank and exchange banks 
apttil from merely doing some oixlinary transactions with the Indian banks 
have no other relutionship as I understand that tiiere is slight disinclina- 
tion on their part to do extensive business witli Indian banks. This is 
only a repoi'i and I cannot hold myself responsible for the accuracy of 
this statement. The linancing agencio.s find .some difficulty in recovering 
advauws a.s there have been of lute many failures in the bazaar. Unsecured 
loans have more or less provetl losses, hence the Imperial Bank and other 
banks are now insisting on substantial security Ixjfore any loan is granted, 

4. As above stated, most of the finns who do manufacturing or export 
business have to borrow money some time or othei- from some of the batiks 
on the production of .svifhcieut security. Suppase for instance an oil miller 
wants to buy one thousand tons of copra for his mill, he pledges this 
quantity with any local hank and gets ulmut 75 to 80 per cent of the 
value thereof to imy the suppliers. When he crushes some copra and sells 
the oil produced he remits the amount to the hank and gets a further 
quantity of copra I'eleased from the godoivu of the bank. In this manner the 
maiiufacturei*s are assisted by the bank to their mutual advantage. Similarly 
exporters of ginger, coir, pepper, etc., receive Joans from the banks on 
airing the goods as security, the balance due fmm the bank is settled wBen 
th© transaction is closed. * The existing fai»Hties appear to be sufficient 
foi* helping the trade but if the interest on the loan could be reduced to 
4 to 5 per cent as against the existing rate of 7 to 9 per cent there will 
be some margin of profit for the manufacturers as well as the mefchaats 
who deal in such pix>ducts. At present practically very little profit is 
derived from doing business in produce for expoit and it is seen that 
firms who are engaged in this busing are not very prosperous bnt go 
insolvent once in 16 or 20 years. That is to say they have * no resale 
strength to fall back upon iu times of keen distress by trade reverses. On 
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the other hand if money is made arailahle at lower rates of interest the 
business can be kept on continuously without any such inislmp, m some 
saving could be made and a reserve fund created for enieigencies. Loans 
should l>e given on landed and house property, Wsides gootls at dmap rates 
of interest. At present owing to the dimcnilty in getting money from the 
banks without the production of pm|>er set'urity such as gold or goods many 
of the indigenous trades and traders are passing thmugli u crisis. I’he 
Imperial Bank gives loans to merchants only on substantial security. It 
is understood that the Indian merchants hav*e ease and frt'edom in trans- 
acting liusiness with the agents of Indian hanks hut in tho ease of the 
Imperial Bank and European banks, the cash-keeper forms u»i intenmniiary 
between the agent and the merchant. In this case the merchants ait» not 
able to get into direct touch witli the agent. In the case of Indian hanks 
the dealers have aeces.s to the agents and can convoke in Indian languages 
and consequently feel more at ease and transact business quicker and inoj'e 
satisfactorily. • 

5. The following practice is ioiloweil in tho case of imported goods. 
Supposing a <‘onsignment is shippeil from England, the hill of lading is 
sent tlii-ough the Imperial Bank or tho P. d-, O. Hank or any other Kuiopean 
bank in Cochin or Madras. The hill of lading is made out in the name of 
the impoi*ter who pays the amount on the due date to the hank and gets 
the bill of lading. He gives intimation to the wholesale merchant who 
placed the order and the amount of the invoice is paid to tlie importer 
by the wholesale dealer. Tho imiiorter gives delivery of the goods from 
the customs or the shipping agents’ godowns to tluj wholesale merchant 
and is lonteiii to get only a small Imiuis or commission in this transaction. 
The wholesaler distributes the goods among the nmnorous retail dealers 
in different parts of tho town at a price whicli leaves him a small margin 
of profit. The bank does not worry to enquire how the importer (ollects 
the money from the wholesaler or at what rate the latter distributes the 
goods among retailers. The Imperial Bank and other banks do not render 
any further help. Indian hanks get money fmm ine Imperial Bank 
at 6 or 7 per cent interest and lends it to tins merchants at 
1(1 — 12 and 15 per cent. In the case of sowcars and Multan is tho rate of 
interest goes up to 24 per cent per annum and in some cases it may ho 
even more. As already stated the city trade in timber, coir, copra, ginger, 
etc., is financed by the Indian bankers and also bv Multan is and sowcars 
who charge interest actHuding to the solveno}^ of tlie party, the period of 
the loan, etc. As a rule the help of tho Multaui banker is invariably sought 
after by alino.st all tiadesmon in the town owing to the ease in getting 
money without {)ix)ducing adecjuate .secuiity insisted by ordinary hanks. 
Owing to some rocjent failures among .some, loading merchants in Calicut, 
the Multani money-lenders are report^ to have lost heavily and consequently 
have stopped advancing money to the merchants and the relationship he- 
tw’een the financiers and the financed remains strained. Due to this, tho 
market keeps stagnant, the dealers being unable to meet the necuniary 
demands of their customers, who supply various kinds of local proauce, etc. 

* 

8, II and is . — There are two kinds of hundis — ordinary and box. Ordinary 
hundis are generally discounted by the local banks when the j)arty or maker 
of tho himdi is not particular where it is discounted. In the cuise of some 
merchants and private individuals who are anxious to keep the transactions 
private, an arrangement known as box linndi ” is in vogue. Tn this case 
the maker pays the amount to the hundi merchant and not to the hank 
which discounts the ordinary liundi. The hundi ineiehant keeps all smsli 
hundis in a group and when they accumulate to a large amount, sends 
the whole lot to either Madras, Calcutta, Bombay or Karachi where the 
hundi merchant has branches and there an advance is received from 
any of the banks either European or Indian to cover 80 — 00 per cent of the 
value of the hundis. Before the time of payment arrives, say, within 8<?ven 
or ten days of the due date, the agent of the hundi merchant pays the dis- 
count bank the amount due and sends back the hundis to the placse of 
makiug three or four days before the hundis are due. The maker at Cali- 
cut is informed by the hundi merchant and payment is made on the due 
date by t^ maker, thereby avoiding publicit 5 % at slight extra cost. This 
system is in vogue amongst many merchants in this town as in other |>arta 
c^ the country. Tn the ease of oidinary hundis the amount is paid to 
fte makers by the hundi merchant and the discounting banks infopi the 



makerfi the date on which the linndii fall doc. If the hondk are not {laid 
pr<mipt] 5 r, the bank protesta and the maker loses his reputation in ^ 
market. The hundia nave a legal superiority over pro-notes. If the hnndi 
is protested and is so eertihed hy an actuary , the bank oan proceed 
the maker and attach his pro{)erties by a peremniory order of the court. 
In the case of pro-notes, this facility is not araiiable. 

A stam|>ed pai)er is to be attached to the hundi at a rate of Re. 
for Rs. 1,000. 

Brokers or middlemen are employed by Multani money-lenders to canvass 
business for them. Some of them go to small merchants and offer them 
loan on hundis for which service a small commission is paid to the broker. 
Without the brokers’ recommendation the Multan is will not consider any 
loan. Jn most cases tho security offered may be next to nothing, 'rhe loan 
is given more on trust and on specfulation . In such cases the rate of inter- 
est will lio very high. The brokers also fuifction in another direction, diat 
is, they inquire in the markets if any dealer has to remit money for goods 
purchased to Bombay, Calcutta or Karachi or any other town. They get a 
statement of the sums to he so remitted. The Multanis or hundi mer- 
chants may lie wanting to get some remittance from their offices in Bombay 
or Calcutta, As a sort of convenience moie to themselves and to save 
the cost of money order or commission on bank draft, and interest for a 
few days, the Multanis through the brokers receive the sums from the 
merchants who have to remit money to fwins in Bombay or Calcutta and 
give them a sight draft in return and also allow a commission of half an 
anna in the rupee. 

9. Hundi is not only discounted in the town where it is made but also 
as above explained in other towns where it is possible to got money at a 
cheaper rate of interest, liesides enabling the transactions to be made in 
confident'c. Tn Boiribay some Indian banks are reimrted to l>e competing 
with Imperial Bank and giving money on lower rates of interest. 

10. In many cases rail receipts showing the quantity of goods sent by tail 
from any particular station are entrusted with banks for collection of 
amounts due from ooirsignces. After paying the amount of invoices, the 
rail receipts tive handed to the pai*ties wiio take deliveiy of the goods. The 
importers have to pay the bank commission and other incidental cliarges 
w’hich will be about 4 annas per (^ent. 

Goods ore also jdedged with the bank as stated in paragraph 4 above. 
At present no difficulty is experienced by the merchants in transacting busi- 
ness through some of the banks ; if, however, the rate of interest is r^uced, 
it will induce more business. Government should finance manufacturing 
industries and trade in general by opening banks owned or subsidised by 
Government and offering cheap rates of interest and by other means. The 
development of industries is impossible without such assistance from Gov- 
ernment. 
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XemorandiiJii on Ooir Iiidastrj famished by Mr. A. K. XSOTOMt 
BJL, F.CUSL, 8aperiateadent« Kerala Soap Institute^ Calicut* 


The coir indust^ forms an important branch of the main coconut industry 
in Malabar. It gives occupation to a large nuinl>er of poor pooplia — parti- 
cularly women and girls. Although the manufacture of coir is done on a 
cottago industry basis, the total output is large and the volume of trade is 
enormous. It is re^rted that at least 10 to 15 thousand women are engaged 
in coir work in Calicut, Of this about 2 to 3 thousand are employed in the 
yards of exporting firms like Messrs. Peirce Leslie, Goodacres, Aspinwalla, 
Bombay Company, Volkart Brothers, and othei*s. The conditions of work 
cannot be said to be ideal nor the remuneration paid to the workers adequate. 
In fact lalxmr is undei'paid, the wages ranging from two to six annas i>er 
day of about 10 hours. In the* case of women who cany on tlio w^ork in 
their homes during the day at spare times and during night, the adages 
earned represent practically nothing. Although one might say that labour 
is sweatecl, in the al>sence of any other occupatioii to eiigagt* the women 
honourably and in their own homos, there is no other alternative but to 
take to this kind of work, wliich gives them at least a few annas per day. 

Cost of row mntf rials and worlinn methods , — The coir is made from 
the husk or the mesocarp of the coconut. It is estimated that 
3,000 to 3,500 husks of whole (coconut will yield about a candy of 
700 lb. of fibre. Both the soakcnl (retted) and unsoaked husks are 
made into fibre, but the qualities of yarn will l>e different as will be seen 
below. The cost of 1,000 fresh coconut husks varies from 11s. 6-4-0 to Rs, 7-8-0 
The same when soaked for perio<ls ranging from three to six months fetch 
about Rs. 10 to Rs. 12-8-0. Out of one candy of soaked i bre about 18 
nmiinds (25 lb, a maund) of coir are usiinlly obiaintMl. Fibre pjopared by 
beating green bask is called unsoaked fibre. 'J'l)e purpost* (j 1 soaking the 
husk is to make the fibre .softer and stronger by removing the particles 
of pithy matte!* contained in the htisk. Fibre prepared from unsoaked 
husks retains n good portion of the pith and its colour is slightly reddii*h 
and the yarn made from this is thicker and weakei’ than the yarn obtained 
from soaked fi))re. 

The poorer classes of women in Calicut belonging chiefly to the Tiya 
and Mappilla communities depend primarily on coir for their livelihoful. 
Such of them as are not able to go out for work do the retting, fibre making 
and the yarn twisting at home. They take the husk or fibre from the 
neighbouring bazaar men who pay them in kind and very seldom in eaah 
for twisting them into yarn. In some cases the w^oimni buy the hunk 
themselves and pi*epare the fibre as woll as the yarn. Hu.sks of two cocotmts 
are sold retail for three pies; from this yarn wortli about one anna nine 
pies ^8 obtained. Small .skeins of about 10 yards long are sedd for ulmut 
two pies; about 10-11 such skeins are made from three jiies worth of 
bust. The cost of yarn is inclusive of labour. Where the fibre is given 
to the women by the »ho|>-kee|>ei*, he pay.s generally in kind for twisting 
at the rate of 1 — 14 anna for almut 3| 11). of yarn. The yarn should bo 
.4ry and if wet the weight is calculated after drying it. A woman can 
Iwdst about 6i lb. a day when working at her home and about 8 to 10 Ib. 
when working outside. The maximum %vttge earned is about six annas |>er 
day. The bazaar men in different parts of Calicut collect in this manner a 
large C 4 uantity of bundles of yarn of different cjualitic*H frt>m soaked ami 
unsoaked husks and when they get a cartload they take it to the nearoat 
w*holesa]e produce merchant Jo r disposal. The Mappilla merchants who deal 
in such goods, buy the yarns paying a price according to the quality. In 
some cases the prodrzee merchants buy the yarn on commission that is 
they get commission of Rc. 1 to Rs. 2 per candy on the sales effected through 
them to exporting firms. Amounts ranging from Ils. 100 to Its. 500 are 
advanced to suppliers of yam by these merchants and on such advances 
besides interest of 12 to 15 per cent, commission of Rs. 2 f>er candy is 
charg^ when the account is settled, alter making due provision for dryage, 
rejection, etc. Where no advance is made, the rate of commission is only 
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Re. 1 per cftttdy, the other conditions being the same. There are seyerml 
private establishments where a number of women and girls are engaged in 
twisting the yarn in the shed of the owner who supervises the work. Bome 
of these are financed by the owners but several get monetary help from tto 
produce merchants in the form of advances and work on a contract basis. 

It may be asked why the middlemen are necessar>’ for the disposal of 
the yarn. The answer is that the petty dealers are generally poor and 
ignorant; their individual turnover may be small to warrant direct deal- 
ing with exporting houses wlumo requirements are large; they are bard 
up for money and cannot afford to wait till their claims after deducting for 
shortages, defective supplies, etc*., are settled. Moreover according to some 
established practice, certain European houses favour particular brokoi’s and 
purchase goods only through or from them. Further the well e.stablisbed 
produce firms have a staff experienced in the business who go to the export- 
ing liouses and supervise the sorting, drying, etc., and weighing the ocoods. 
These firms can supply goods as per specification and in quantities con- 
tracted for within the stipulated time and hold themselves responsible for 
shortages, etc., whereas the small dealer is unable to meet such demands 
and conse(iuentIy cannot get a good price or even an offer from the European 
firms. They find it more convenient to go through the brokers and get 
advances of money for their immediate needs on the goods delivered. By 
this means, it is said, they can get a reasonable price. 

In the yards of these Ma])pilla firm.s are employed a large number of 
women who.se work it is to .sort out the dj ffeient qualities of yarn and also 
to lengthen the yarn by connecting short lengths, to suit the particular 
requirements of the export trade. For instance, the skein.s .sold by the hazaar- 
men to the dealers vary in length from 8 to K) yards whereas for export they 
should be about 40 yards long. Tlio women are experienced in this craft 
and can sort out a fairly good quantity per day. The coir yarn is sold by 
the Mappilla firms to the export houses in loose bundles and immediately 
the consignment is delivered an advance up to 90 per cent of the value 
of the goods is received, the balance being settled after the yarn is dried, 
sorted, baled and weighed for export, four annas per candy is charged for 
sorting the yarn. A large numlier of women are em])loyed in the yards of 
European houses, for the j)urposi' of doing this sorting, making the threads 
longer and also for winding them into suitable sizes for baling. Most of 
the Euroi)ean Iious<»s in Calicut get their supplies from the middlemen, 
l)Ut one or two firms are reported to have establislied out-agencios for 
collecting the yarn from petty dealers in the interior of villages and also 
for <'ngaging workers to twist yarn from fibre. But tliis practice is found 
uni'emiinerative and is fast dropping out. 

Viir'iettvfi oj yarn . — The coir yarn is of different qualities and known 
under different distinguishing names. In every quality there are two or 
three grades and the prices also vary considerably. The best soaked quality 
is Quilandy and Badugara. 7'here are two or three grades in the.so quali- 
ties according to the colour of the yarn, the tlnckne.s.s and freedom from 
pith, etc. The unsoaked varieties are known as F.IL (fine unsoaked), Kada- 
iundy and Parappanangady. These qualities are inferior to the Quilandj!^ and 
Bndagara qualities as they are thicker and coarser and of a reddish colour 
and not very clo.sely twisted and less strong. The names of yarn represent 
the villages where they were originally made but such names are now' freely 
applied to the yanrs made in Calicut and its neighbourhood. For instance, 
Quilandy yarn need not necessarily be made in Qiiilandy although a cei'tain 
quantity of yarn is even now brought into Calient market from plac^ as far 
distant os Quilandy and Kadalundy. 

Prices of yarn . — The Quilandy yarn is the be.st and prices of different 
grades are Rs. 70, Rs. 7o, Rs. 80, R«. 85 and Rs. 90 per candy of 700 lb. 
i^dagara is slightly inferior at Rs. 62J, Rs. 674 and Rs. 80 p^r candy. Fine 
unsoaked quality yarn fetches from Rs. 54 to R«. 64. This is now made at 
Calicut and at Chaliyam. Parappanangady quality varies in price from 
Rs. 20 to Rs. 30 per candy. The rejections from this are available at Rs. 20 
to Rs. 224 P®** candy. It is understood that the cost of making one candy of 
yarn from soaked fibre is Rs. 22 to Rs. 23 according to the quality of the 
fibre, the cost of making cheap kinds being much less. The unsoaked quality 
is naturally inferior to the soaked quality as it contains as already stated 
some pith and the fibre is not smooth and soft, and the yarn itself is not of 
uniform size. 
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The Kndnni yarn iiiaik^ originally at Caunaaoie is abp ^ 

Calicut lor sale. This yarn is supoosed to bo very superior in quality and 
sells at Rs. 115 to Rs. 120 per candy , It is very seldom exported to Europe 
but whatever quantity is sent out might bo used for making coir belting 
for pulleys. Bujierior mats and imitation rugs are also made fi'oin the Ka- 
dani and Quilandy yarns. Kadani yarn is now being made in Calicut also. 

A lot of cheap yarn comes into the Calicut market from Ponnuiii side and 
sells at Rs. 45 to Rs. 47-8-0 per candy. Some of these are moist and >vluui 
dried will lose much w'eight. 

Alleppey yarn is sometimes imported to Calicut for the purpose of mak- 
ing into mats of superior quality. 

For export purposes only dr>' yam is used as the presence of moisture 
acts deleteriously on the yarn during the voyage. 

Some of the Euro[>eau houses bleach the yarn by the sulphur process to 
improve the colour and get a better value for it. Inferior quality yarn of 
dark or reddish colour when bleached will fetch Rs. 10 extra |»er candy. The 
bleaching does not inqirove the quality, if anything it reduces the tensile 
strength of tlie yarn although externally it may look alright. The host 
quality is never bleached, only inferim* grade is so treated for niixing with 
the best quality. 

Yarns of inferior quality are ordinarily slii[)ptHl by native craft to Indian 
ports by Gujaratis and other Indian merchants in Calicut. Some of the 
Cakutta Jute Mills, however, take lietier quality of yarn. Africa is import- 
ing much coir yarn from Malabar. The yam whicli is exportval to Europi' 
is said to l>e madc^ into mattings, ropes and also as trellis for vine creepera 
in Franco and Spain. The best ({iialities are converted into l)rushcs, ])ulley 
belts and also rugs. A certain amount of fibre is ex]>ori(Kl to Germany and 
Franco most probably for filling motor car cushion.s, iKnUling, etc. The trade 
in fibre is, however, small. 

Statisti(\i (tf export . — The qiiantitv and value of coir yarn exported to Euro- 
pean countries for tlie yinirs 1926-27, 11127-28 and 1928-29 are ap[)emled. The 
yarn is prc.ssod into bales each bale weighing .‘1 cwts. The QjiiluTuly and the 
Badagara yarns liavo a measurement of about 9 — 10 cubit feet, whereas hales 
of unsoaked yarn measure 8 — 9 < ubic feet. Roughly six buU'.s go to a ton and 
tho freight to European ports is 50.s. per ton. 

Finance . — As regards iljis industry we might say tbai the linancting is dojic 
by the middle men. They buy the yam fr«»m the l)a/,;mr men who gtd most 
of the supplies from women workers at ridiculously cheap rates. It is not 
possible to indicate m what manner the condition of the workrus could be 
improved without affecting the trade. If wages of liit* wonritu workers arc 
increased it is likely that the cost of the yarn will increased with the 
result that the cxjHUtiiig firms may not care t( humllo this prodtiei to the 
extent they do at present. In fact the export of yarn to Eurof)e fell by almut 
2,400 toiLS in the year 1928-29 compared with the j)revious ycMir probably 
owing to heavy sttnks lying undisposecl in the European markets. It is also 
understood tJiat yarn is exported to Europe from Oylon, Phillipines and some 
othe^ countries in competition with Indian yarn. In order that a regular 
an(]^ steady trade l>e maintained in the Malabar yarn, it is imperative that 
the prices should be kept as low as possible and new inarkels discovered in 
Europe and America. The i>etty dealers are given advances of money by the 
produce brokers at rates of interest varying from 12 to 15 per cent besides 
charging a eoinmission on the .sales. If the rate of interest is reduced on 
such advancCvS, the wages of women may he improved but it is doubtful 
w'hetlier the enqiloyers will extend the benefit tp the women w'orkers. 

Some produce merchants get a loan from the Itxjal banks on coir yarn of 
good quality free from moisture packed in bales for export— 50 — 75 i>er cent 
of the value being advanced and the balance settleil after shipment is 
effected. 

The rates at whuh different grades of coir yarn are sold to European 
buyers are given below' : — 

• £. H. tl, 

Quilandy (3 qaalitie«) . . ,2^ 10 0 per ton c.i.f, liOmlon und other 

European porta* 

Badagaiaand Baypore(3 qoalUiea). 25 c o do. 

Fine untoakod .. 23 0 0 do. 
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The y^rns; etc., current in the Engiibh inarkete (in January 

1929) are appended. 

The expoiieni make a net profit of at leai»t £2 to £4 per ton on sucli ahip- 
inentit. Perhaiia the only a'ay by which the condition of the actual workers 
in thU held can be improved is by organizing mauufactui'e and aaleb on a 
co-operative ba-sh*. A lieginning in this direction has been made in Calicut 
under the auspices of the District Co-operative Bank. The following parti- 
culars have been furnished by the Secretary, Kao Sahib V. K. Menon, 

Markctitig of goods through the io-o/jeraiive society. — The object under- 
lying this activity i.s to do some benefit to the actual workei’s whose labour is 
now not properly requited. There are nine primary societies for coir twist- 
ing and wonien workers form tlie niembei*s. A few men are also admitted to 
these societies to help the women in the management, writing up accounts, 
etc. The value of a share is Ue. 1 and is collected out of wages paid to the 
workei*s in driblets of quai*ter anna each at a time. Some of the well-wishers 
also contribute to the share capital. Fifteen to iK) members form a society 
and nine such societies with about 150 inondiers are working in Calicut with 
a total share capital of over Ks. 6(M). A central society was formed with the 
primary societies as members with a share value of Ks. 10 each. In order to 
get more cajiital some private individuals and well-wishers were admitted 
as members of the central soc iety of which the share capital now amounts to 
lls. 810. There are .14 meniliers in the tentral society. The District Co- 
operative Bank advancers the (Haitrul sobriety for the purchiv.se of husk and law 
materials, cliiefly fibre. These materials are supplied to ])rimury societies 
and in return tw'isfced yarn is supplied to the centra! society. For some time 
the central society was ju tiiig merely us agents of the primary societies but 
it ivas found tlmt working as agents there was some difficulty in the manage- 
ment of the affairs. In order to inspire a better sense of responsibility on 
the central society, it was entru.sted with the sales and held liable for the 
cori'ect account ketq)ing, etc. The profits are shared by meml)ers of the coutral 
society. War l)efore last Hs. 260 w'as distributed as bonus among eight pri- 
mary societies. Jn the beginning there was difficulty in getting suitable men 
for managing the central society but the Government is now contributing 
lls. 0 to each of the j)riniary societies to meet the clerical charges and has also 
placed at the disposal of the central society one Co-operative Inspector mainly 
to look after the interests of this industry. Since this arrangement v/as 
introduced considerable improvement has been noticed in the w^orking of the 
central society and i^riiuary societies. It is the object of the co-operative 
movement to enlarge the number of the central societies or to open Ijraiiches 
of the central society in different parts of the town and also in the various 
districts and villages. It is also under contemplation to have a w’holesale 
central society in a seaport town for handling all the finished products of 
these societies. As the volume of business increases, facilities for getting into 
business relationship with wholesale merchants wdli develop. At present the 
quantity of matoriats turned out by tliese co-o[>erative societies is not suffi- 
ciently large to w^arrant direct sales to exporting houses but it is understood 
that one of the recently established export houses in Calicut is buying on trial 
the entire output of coir yarn produced by the co-operative societies. liOst 
year coir jam worth about lls. 26,000 w^as sold at rates varying from llaC 62 
to Rs, 75 per candy of 700 lb. It is hoped that when more societies ar^ es- 
tablished and when more jieople come to realise the benefits of working under 
a co-operative basis, larger output will be available for shipment to Europe. 

Suggestions for improving the business. — The European houses follow a 
mamul and purchase yarn only from a few approved produce merchants in 
the towui. The crux of the problem lies iu the sorting of different quali- 
ties and if it is iiossible to grade them properly much better profits can be 
secured. The practice at pi'esent follow^ by the bazaar^men in purchasing 
the yarn from the women at ridiculously low rates and paying for it in kind, 
e.g., oils and sundry articles of food, etc., is vicious liecause they make double 
profit — one on the sale of sundry articles to tlie women and the other on the 
resale of coir yarn to produce merchants. The women have no other go but 
to sell their yarn at any price they can get, as they live a hand toanouth 
existence and are at the mercy of the bazaar men. If the Government through 
the co-operative societies can help such w-orkers by paying a better value or 
arranging for cheap purchase of ]*aw materials, it is possible to eliminate 
Jhe middlemen i-epresented by the bazaar men, petty manufacturers, produce 
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brokers and nierdiants. fiat the scbenie one of great iai|p|||^iudo roquir- 
iag consideraide financial backing and aUo the eo-o|>eration of honest and 
liar<l\vorkiiig men. The question of protecting the interests of the workers 
is not everything; there is the broiider and more difficult prohloin of finding 
a ready market for the products at favourable rates. If direct contact with 
the foreign pui'chasei's could l>e set up, it may |>erhaps l>e possible io rcaliae 
a l>etter value for yarn at least Ks. 10 to Us. 20 more per candy. But the 
question is whether it is |K)ssiblo to divert to these societies tlie trade which 
has l>een earrietl on for ever .so long l>y the Kuropeaii export houst's with 
foreign merchants. We haiKlicapped by the ignorance of the conditions 
prevailing in the foreign markets, uKsonet^ <»f ixdiahlc information rcgnrding 
the financial pasitioii ot the importer in Europe, hesides wc liavo no dear idea 
of the conditions of shipping, rehatc allowed on freight, etc. Witlmut 
licing postetl up with the necessary details, it will he huKardous UV undertake 
direct export l>usiiiess with foix'ign buyeis. * Uni this difficulty can gradually 
Ik) overconio by experience and if the Ooverninent will croine to the aid. Indian 
Trade CJommis.sioners should Ik^ appointed in various parts of the Kmpirt* ;uul 
also in foreign countries to link up the foreign purduisers with the 
operative selting societies in thi.s country; trade (‘ommissioners can .s#t the 
ball rolling — in the l)eginning by acting as accredited agents of the society 
for roctMviiig goods and making payments. But a sound organization is 
necessary to make this sclieme a thorough suctte.ss. 


Coir inanujactured articles. 

These may lie classed under 

1. Coir matting, 

2. Coir ropes, 

if. Brush, belting, etc. 

(1) This is made generally Irom inioriiu' (|Ualities ol yarn and iroin rojei- 
tions of Paruppanaiigady and uiisoaked fibre yarn, riie yarn is woven in 
the ordinary way into matting, the width of the matting being one yard and 
length from 18 to 20 yards. Coarse matting costs from Its. 2-12-0 to R«. 0 
per roll of about 18 yards. Superior matting made from Kadalundy and 
Kadaiii yarns fetch as much us Hs. 20 to lis. 25 per roll of 20 yards. Aliepliey 
yarn i.s imported to Calicut to make superior matting. Inferior ciuulity of 
matting is made from yarns of original colour brownish red. But superior 
matting is made from yarns, which are dyed with red, green or any other 
colour to suit the buyer’s fancy. (IckhI matting is also made from iindyed 
yarns; coloured ^'arns are used chiefly for making door-mats, cheap rugs auci 
imitation carpets. Inferior matting is supplied to planters lor use in Estates, 
as a cheap covering for etc*., of godowiis and sheds. Better c{iiality is 

used as spreud.s on verandas and rooms ol bangalow.s. Matting is not gene- 
rally exported to Europe — a good quantity is exported to Arabia and Persian 
Gulf ports. Most of the produc*e merchuiits and some exporting houses have 
a few haiid-louins for making coir matting. 

<2) Cords and ropes are made from coir yui c and some little imsincss is 
done in this line in Calicut. There are three or four small rope works (hand 
wd&ked) owned by Mappillas in the town. Only good soaked yarn is used for 
ropes as inferior yarn will not r>tuiid hard twisting, liopc-mukiiig is only u 
minor industry carried on for a few months in the year especially between 
October to March when Arab merchants carry on a big business of import and 
export by native craft between Calicut and Arabian ports. Hopes from 
i inch to 10 inches thick and even 15 inches are made in Calicut. Each 
establishment can make in a day about 10 to 15 candies of ropes of 3 inches, 
4 inches and 5 inches size and an average of about 2i to 3 candies of smaller 
size. The Arabs sppply the yarn to the rope-makers. The cjost of making 
ropes is Hs. 10 per candy. On an average the quantity of rope inanufacjtureif 
per day by the various establishments may 1>c put down at 25 candies. The 
labour employed is mostly Mappilla men who are paid from As. 10 to As. 14 
a day working from 6 a.in. to 6 p.m. with an interval of 1 to 1| hours during 
the d^y. Large size rope.s have a length of GOO feet, and ordinaiy sizes are 
about 300 feet. The roi>e8 are generally sent to Arabian and Persian Gulf 

*Note , — One Indian firm in Calicut is said to have lost heavily by tradin|p 
direct with foreign firms. 
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ports, rope^ are more expensive than the bigger ones as the^latmur 

involved is the same for both sia^. Only the finest Qnilandy or Elathur yarn 
is used for the purpose. Rope is seldom exported to Europe. 

(3) Brush and belting of eoir is not m^e in Calicut. In some parts of 
Cocniti and Travancore this industry is carried on by some people. 

PARTICULARS OF THE PRICES OF COIR YARNS, ETC., 
CURRENT IN THE ENGLISH MARKETS IN 
JANUARY 1929. 

Per ton. 


Coir goods — 

£. s 

£ 8. 

Fibre (West Coast) 

25 10 

30 10 

Rope 



... 

Yarn (West Coast, superior) 

35 15 

40 0 

,, (good to fine weaving) 

20 10 

34 15 

,, (medium to good indium) 

28 5 

28 15 

Mat and roping ... 

18 0 

22 0 

Ceylon, fine and superior 

28 10 

40 10 



Figures of export of coir fibre, yarn, matting and rope (sea-borne trade). 



Calicut to a few stations in Anthem India. 











Written evidence of M JLBy. V. SWAMIITATHA AYYAB 
Avargaly B.A., Deputy Begietrar of Co-operative SoeietieSy 

Cofmbatore. 


7 . — Agricultural credit and credit facilities for small industries. 

The Qgrirultiirists in this district obtain finance by resorting^ 

for purposes mentioned in class (a) to the money-lender, itinerating 
middlemen traders, co-operative societies; 

for purposes mentioned in class (h) to the money-lender, nidhis, co- 
operative soc;ieties. Government; 

for purposes mentioned in class (c) mostly to money-lenders and nidhis. 

The rate of intcr^^st varies according to the nature of the security and 
the period of the loan. The shorter the period, the higher the rate and the 
interest on the security of the immovable property is generally lower than 
the interest on the loan covered by the security. The rate varies from 
9 to 24, sometimes oven to 36 per cent. 

The part played by Government in agricultural finance is restricted 
mostly to issue of loans on the Land Improvements Act and the Agricultural 
Loans Act. 

The system of administration of the two Acts has not enabled the ordi- 
nary ryot to take advantage of this kind of rasourco. The system is hedged 
in with restrictions, causes inordinate delay and subjects to a good deal 
of corruption on the part of sulK>rdinate officials who necessarily play a 
large part in the administration of this kind. 

Further the provision of vigorous recovery irrespective of the conditions 
of the borrower have also to some extent l>een the cause of unpo])ularity 
to this system. 

The Imperial Hank of India does not play any pai-t directly in financing 
the agriculturist, as its powers to lend on the security of inimovahle pro- 
p<*rty is restricted under the Act of its incorporation. 

It helps agricultural finance ordinarily by placing finance at the disposal 
of the middlemen who act as bankers or nidhis and by such dealers ci 
middlemen exporters of marketable agricultural produce like cotton, ground- 
nut, by the grant of cash credit accommodation. 

In one sense the Imperial Bank of India may be said to help those 
middlemen vrho fatten themselves at the expense of the agricultural popu- 
lation of the country by the reason of the credit facilities afforded to them 
hv the Imperial Bank of India. ^ 

Similarly joint-stock banks also finance commerce and industry in a large 
scale and are generally unwilling to deal with agriculturists who require 
only small sums of money. It is in fact the co-operative hanks that can 
deal more directly with the agriculturist through co-operative societies. 
But the total numl>er of agricultural population touched by the co-o|>erative 
hanks is only a small proportion and in my view there is scope for large 
increase in co-operative organisation so that the ideal to be loiiched is each 
village should have a co-operative society which can look up for a co-operative 
hank for financial help and supply the agricultural need of the agriculturist 
of the village. 

The indigenous banker, professional money-lenders, mei'chants and dealers 
and other organizations that deal in cr^it to agriculturist mostly ^ so 
with the object of securing their own gain and not with the idea of improving 
the ryot and the methods and systems adopted by these agencies are to 
ensure the safety of their moneys and their interest even at the sacrifice 
of their clients. In their system of finance there is no safety for the bori-ower; 



the credit eupplicd ienditig to throfr aiider burden on him and 
aomettmee being the cause of the depriYatimr of the landed property of the 
borrower, the system lacks the usefulness of t^ne co-operative credit. 

In the present system there is no safety and facility for the agriculturist 
requiring financial aoeemtnodation. The facilities provided In it degenerate 
into licentious credit — credit facile and safe slmuld provided by it — . 
sliould be credit controlled at every stage of the application of the credit 
and it is only the sj^stem of co-operative ciodit tnat can provide thf^e 
elements. At nresent there is no connexion between the Government and 
other agency that deal in supplying credit. Tliere is nothing preventing 
nn agriculturist from borrowing from all or such of the agency for one and 
the same purpose. It is in fact the necessity, that the agriculturist is put 
to, to look up to ereiy agency to supply his credit needs that lias been tlu‘ 
catise of his large indebtedness. At least iu such village W’here thoi'c arc 
co-o|>erative societies the Government cottid not lend directly to the ryot 
hut may be made to help kucIi co-o|ierative hanks as have jurisdiction oven* 
such villages by raising ne(*essar>' fiintis under the Land Improvements 
Tjoans Act and the Agricultural Loans Act at the diH|>osat of the district 
centml hank as is done in nomhay. 


II. — Indiqennns hnnhinfh 

The two principal marketable produce in this disiiict are cotton and 
groundnut. 

Marketing these products is mostly in the hands of middlemen dealers 
who obtain the necessary finance from the Imperial Hank of India or other 
joint-stock concerns for advancing on the produce. Those middlemen dealei*s 
w’itli the help of cash credit facilities thus obtained employ a nuinlH»r of 
agents to cover the district with the advances either at the time of culti- 
vation or just before the crop is ready for harvest. Thus the finance filters 
through a series of iniddlomen ultimately to the ryot who practically enters 
into c*ontracts to sell their harvest at rates very much disadvantageous to 
them and another form of contract in weight and measnreineni. etc*., are 

their disadvantage. Further these prcxlncts are also finam*eil by owners 
of factorioB established for the purpose of making these prodnc'ts fit For 
export. 

Thus in the case of cotton, cotton-ginning factory ownei^ for the purpose 
of turning work in tiuur facd-ory also ftnanco these iniddhnncn. 

Himilarly in the case of groundniit facrtoiy CHtahiishecl for decorticating 
groundnuts, money is advanced to attract jieoplc* to give work for their 
facto ric*s. 

J'heae owners of factories almost get theii* resources from the Imperial 
Bank of India or other joint^tock concerns. 

# < 

Thus the Imperial Bank of India will have th« advantage of utilising 
the State halanc^es in helping industrial commerc*e and not agriculture* in 
that it amounts to and givc»« help to a client who depends upon exploiting 
the agriculturist. 

There is great scope for forming co-operative organisations to market 
these two produces. An attempt has been made as far as cotton is conccmc^t 
in the eatabliahment of the Tiruppur Co-a})orattvo Trading Society but that 
orgauiaaikm is only doing what an ordinaiyr villi^e credit society will do, 
and if It is to be a real trading society, fieeessarily it will have to own a 
ginning factory*, p**oYide the necessary facilities to the producer to make 
the pi*oducc marketable — vis., ginning and crushing, godowns for storing 
the pritdnee^, and educate its memhers on the value of trading his prtiduce 
and ielling his produce in bulk with the produce of his eo-inernbers. Bteps are 
at preaetii being taken in this direetton to expand the aettvities of the 
traoitig society; 

In ivwpect of givmndnnt also a aiintlar attempt is worth the attem|)t, 

160 
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The credit facilities of the ryot for these nnderiakiiigs are such tWat the 
co-operative central banks are not fit to undertake by reason of their limited 
resources and on account of the risk involved and the magnitude of the 
financial help required. 

These co-operative marketing organ iaatiotig should be conceived bn" a 
larger Male even from Uie outset and if they are to work sttcee8«fuH.V, the 
necessary finance for providing credit to mein!>er8, machinery and building 
necessary for marketing the pi-oduce fit for ex|)ortation, should be provided 
by the Imperial Bank of India directly or by the State by enabling these 
organisations to come under the State. Aid Industries’ Act and whose provi» 
aions have to he li}>eraHKe<l very much fuKhor. I would prefer these organi- 
sations directly financed by the projjosed reserve bank and it should have 
a rural credit branch forming a part of its activities and the financing of 
such co-o]>erative marketiitg associations should lie tbo chief if not the 
entire work of the rural credit department of the reserve hunk. Further 
ail those organisations .should l>e directly conne<*ted with the oxpoi-ting firms 
in other countries through the help of Trade Commissioners and the High 
Commissioner for India in England. 

While in the case of foreign trade ordinarily there is scope for hills for 
the producte marketed, there are no such facilities in the case of internal 
tade on a large scale as the operation hv the small amount involved is not 
attnictive enough for joint-stock companies to deal in. 
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Written eridenee of M. S. VARADARAJULU KAlTUOt^ 

▲▼srgal, Honorary Trustee, Sri KsllAlmgsr DersetMiAia, 

HiMiuriu 


1- <«'), (^) For expouctet during cultivation ih© agriculturist, if ho 

is tt ryot under a landholder, applies to Im landholder for money kmns and 
he succeeds rarely. The intitnluction of the co-oi>©rativ© system lielps the 
agriculturist to some extent wherever it is possible for him to get acce^. 
The Goveriiiueiit advances loans for cultivation purpoenjs to the agriculturiat 
to improve his lands such as digging of wolls. For Mieeiul needs, e.g., 
failure of monsoon, land revenue, etc., ho feels much dimculty. He nas to 
de{K;nd in majority of cases upon the sale of the gtuins only. The rate, of 
interest charged by the co-oi>erutive banks is about 9 per ixMit and by tho 
Government almut 6 per tent. Professional money-lenders charge 9 to 18 
Tier cent usually. 1 do not know many ciises where the !lin[^rial Bank of 
India or any ot the joint-stot^k Imnks nelp the agriculturist by loans. The 
merchants and dealers having an eye upon their business advanre loans to 
canva.Hs business at 12 to 18 per cent interest. The agriculturist, ospocially 
the iniddio class, experiences great difficulty to improve his lands during 
the failure of monsoon. An agriculturist who owns an acTo of dry land 
would I'ocjuire not less than Hs. 25 for the manuring of his land and land 
levcnuc. Wlien lie applies for a loan to tho revenue authorities, tho 
Tahsildar, the Revenue Inspet^tor and village officers should have to help 
him. For small loans private parties retpnre security of jewels in most 
cases, for large amount the lands are murtgageii. In cases where the 
Government and the (yO-oiKM*ative Department are ready to help the ryot 
or agriculturist, they should l>e easily acrcessible to the parties. 1 understand 
the itiipcriai Bank or joint-8to<*k companies and tho incligcnous liankors are 
merely business people who care for their pjx)fiis and tliey advance loans 
generally to jnercliaiits and dealers. 

2. The stockists of grains g<» to the several places and purchase them 
and keep them in store and sell in retail wlieii the market is favourable 
to them. So also tlie agriculturist takes his produce to tho dealer in tho 
market who stocks also. Sometimes he i)ays cash to the agriculturist whole- 
sale or in parts as the crops are sold, cimrgiiig his commission then and 
there. 

The co-operative effort may l>e possible when there is some «eal and 
sincerity to help people, on the part of the authoritit^s. The depai*tmentui 
[Hjople should not have us their aim only the solution of unemployment pro- 
Iddn. 1 am of opinion that persons seek employment only for the sake of 
omployineiit, but this idea may not l>e conducive for tho advanceiiieut of the 
txl4>i>eiativ€ system esj>ecially. The <x>-operative moveiiiont should work on 
wide and financial basjs, helping the ryot during cultivation and harvesting, 
working irith the Agricultural Department during tho first part and dealing 
in produce in the latter part. A major portion of the ryots or agriculturists 
* are uneducated and not aware of the marketable facilities except meeting 
the urgent demands for paying the land revenue and discharge of loans 
under pressure. They never think of any advancement in tho agricultural 
line or trade or business line. They do not know” how the internal or foreign 
trmle works and how difficulties can eh met with. Sufficient education in 
this line should l>e imparted to the villagers. 

3. Paddy ‘tingle crop lh». 500 to 1,2(X) an acre. 

Paddy double crop ,, 700 to 2,500 an acre. 

The above arc market rates in purchase by private negotiatkins. When 
there Is a sale by Government auc^iton or by court decree, it depends Upon 
the number c»f arsons who are preset and bid in auction, as idso upon the 
nature ^ the decree and the strength and influence of the debtor* 



4. i am iKji aware of auj land mortgage lianUti oh such in our distriei. 
The }egal iin{>ediriiefit to inoilgage land depends upon the title and enjoy- 
ment of tho land by the owner or other persons. As regards the other points 
a thorough knowledge of facts is requir^. Some details have to be learned. 

5. As aJreadv tiieutioned the agriculturists may require Rs. 25 an acre 
every year which he may Ikj allowetl to clear in instalments. The agricultu- 
rist may Imj advanced a loan for agricultuial purpose® only. As 

his other domestic expenses, the loans advanced may be fixed on his social 
status, the purpose for which such loans ai-e reejuirea, his pix^wrty qualifi^- 
tions and such things. The Government advance loans and omlect them with 
simnie interest in annual instalments. The banks force the parties to repay 
ill fixed time; private moncy-lciiders sotnetimes charge compound interest, 
even deducting interest for a fixed time fi*om the amount advanced. 

These* arc the main i>oints upon which the financial cxinditioii stands as 
regards the agriculturist. 



Written tfrideniot of the Board of BeTonue (Land Beirenue and 
Settlement^ Madras. 


The quei!»tioiiuaire itjceiveti with the Chiiirmuu'H letUn' was^ ret'erre<l to 
c'ertaih t^lecied CollecUmi for reiiiark». Tlioir i*eplie.s are oiiek>MHl. Asi 
ohserretl by .some of tboii»e C/ollectoi-n most of the poiots deatt with in the 
questionnaire fall outside the sco|>e of the ortliiiary unties of an odicer of the 
Revenue Department. The Board also is not in i!uiej>ondent possession of 
any useful infoniiation on most of the subjeits referred to in the question- 
naire. It would however offer the following remarks, referring to previous 
pai>ers where available on a few- of the questions or portoins thereof which 
it had occasion to consider recently or adiich bear some I'olatioii to ordinary 
laud revenue admiiiistratioii. 


ivnltund vrtulit umf n etlit fuciUtiv^i /or mnall indutif i itm. 

1. Loiuu . — The Board would refer tile C’onmiittcH* to section 1.3 of tJio 

N'iifugo Officers’ and Ryots' Manual which abstracts the provisions of the 

Madras Takavi Manual and to Rule XI of ibt» Revised Loans Rules at 

page 62 ei seq of the Takavi Manual which contains provisions for a careful 
scrutiny of the security offered which Is a net'essary preliminary to the 
grant of loans. 

2. Markeiiny. — The Board lias no up-to-date information on the subject. 

It would however invite the attention of the Coininittec to the answer — 
Knelosure I — given about three years ago to a (piestion from tlm Royal 
C’oinniission on Agrieulture in India. This answer tnintains a brief tieserip- 
lion of the market facilities, points out <‘tMtain apparent defects in the 
system of marketing by which the middleman appropriates much of the 

profit and contain.s suggestions for improving the hystein. 

d «& 5. Valufi of land and mdchti'dnvssi, — I'lie value of laud depends on 
various factors which differ in different localities. Bimilarly as leijards 

indeAftiidn€*it the various factors involved are not always suflicieiitly distiu- 
guislied. The Boai*d can do little more than to refer the Coininittee to the 
statistics telaiiiig to .sale and lease values of land and to the extent and 
causes of indebtedness contained in recent resettlement scheme reports 
(copies of which were already furnished to the C’ommittee). I’liose statistiirH 
relate to limited areas or are confined to an e.\amination of a limited 

number of transactions, but the enquiries conducted by Settloineut 
in this direction are systematic and thorough amt the statistics furnished 
by Uiein can lie taken to be fairly accurate within the limited sphere to 
which the enquiries relate, 

• 

4. Hecord of riyhi §. — There is ao eoactuient in this Presnleucy ptx>vidiug 
for tim oompuisory registration of ownership and of mortgages and otiier 
transactions. Proposals for the preparation of a collect reiord of rights 

have beea formulated from tiino to time but on oiu^h occasion the question 

has been dropped mainly for the following reasons: — 

(i) The expense involved in preparing and maintaining a correct and 
complete record, 

(ii) the legislation required for the purpose would be resented by the 
people aa it would r^trict tbeir freedcun m the matter of land traubaetions 
and lead to iuquisiUnial proceedings, aiid 

(if® even if sudr a record were prepared it would uot correctly repre- 
sent the nattive of the interest poesessed by the person in whose name a 
piece of land is re|[istered in view of the fact that under the Hindu Law 
miei^fp is often limited to a iuctuating share in the family property and 
teat m some cases (e.g., widows), the oaners pofNiess only a limitea interest. 



1*110 attention of the Committee iti invited to paragraph 5 of G.O. No. 11^, 
Itevonue, dated Isi June 1916, and to paragraph 1 of CIJ). NV. 53, Revenue, 
dated 7ib January 1919. 

In thia connexion the Board afito denir^He refer the C^nmiitiee to the 
oiicloHod copy (Encloburo 2) of the preliiiHiiary lueiuoranduin on the frag* 
nieiitation and c^onnolidation of agricultural holdings foi-aarded by the Board 
to the Royal CotnmiNHimi on Agriculture in India in 1926. It will lie aeen 
from this memorandum how in the j>eeuHar conditions of this country with 
its special laws of inheritance and the particular glamour of being called 
a landowner whicli pervades the country, fragmentation of holdings is in- 
evitable and how any attempt to prevent it will tend seriously to upset the 
social and economic eijuilibrium of the massea at large. 


///. — Investment habit aful aitradiun (/f capital, 

2. Pont office cash certificates and investment habit . — A copy of B.P. 
liouitiie No. 7226, dated 2l8t Octol>er 1929 (Enclosure 3), which contains 
the reiimrks submitted to Government in connexion with the recent confer- 
ence 0 (fe^finaneial rej) resen tat ives is enclased for the information of the 
Comiuitleo. 


Enclosube 1. 

I’iie infoiuiation given ^elow has been compiled from district rejjorts. 

(a) Existing market facilities cannot be consitlered to be satisfactory, 
it is only in the case of a few commodities generally those which are e.xjmrtt^d 
to foreign countries that there are markets in the sense of the term as 

used by e<s>noinists. Extx5i)t perhaps in the case of cotton, there is no 

real market in this Presidency. The buyers and sellers of the several com- 
modities are not in direct contact with one anotlier, hut are scattered and 
have to travel about too much or use too many intermediaries. 

in the case of commodities intended for internal consumption markets 
are still less defined. The rural markets which are held every week at various 
centres in most district of the Presidency play an important part in the 
collection and distribution of local produce. A description of these markets 
and of the methods of doing business thei'e is given in paragraphs 28 to 3(1 

of Chapter XII of Mr. Boag’s report on the census of 1921 (Volume Xlll, 

Part 1). Even the biggest of the.se markets serve only a small loc’al area and 
ai-e really very small. They are shops rather than markets and only take 
the place of a number of specialized shops in towuis. 

There are no* defined market places for particular kinds of produce and 
the same merchant generally deals in various commodities with tlie result 
that he has no adeCjuate knowledge of the quality of the various ai*ticles 
dealt with, the fluctuations in their pric‘es or the markets where they are 
most in demand. Cknniiiercial development is thus hampered. * 

Tile present system may improve witli more differentiation and niore 
s{>ecializatiou hut this cannot he achieved until sampling and grading 
lieconie more popular and coiiimoii. At present the ryots have to borrow 
from money-lenders at exorbitant rates of interest or they are obliged to 
sell their produce for less than the market prices to traders or commission 
agents who have given them advances on condition that the produce is sold 
to them after the harvest. The formation of rural co-operative credit socie- 
ties for the disbui'sement of short-term loans to cultivators will to some 
extent save them from these difflculties and enable them to realize better 
prices for their produce. 

(6) The existing system of marketing and distribution is not satisfactory. 
There are too many intermediaries between the producer and the consumer 
pr in the case of articles exported overseas, the exporter. A considerable 
proportion of the price paid by the consumer in India or by the eiipoirter 
IS appropriated by middlemen and does not reach the producer. In the 
case of cotton ana groundnut, for instance, the channel of marketing and 
distribution is from the cultivator to the village trader, from the villa|^ 



trader to the wholesale merchant or comniisston agent at the larger oentrea 
of trade^and from the wholesale merchant or commission agent to the local 
agent of an exiK>riing (irm and fmin the Wal agent to the head ofRoe of 
the firm or other convenient idace of exjwrt. Sometimes there is in addi- 
tion a broker between the whmesale mercmant or commission agent and tlie 
local agent of the exporting firm. The small tradei's ptircha.He the produce 
from the cultivatoiN either in the villages or at the weeWy miirkets. trans- 
l>ort it to the laiger centres of trade^nnd dispose of it to the wholesale 
merchants or commission agents. These persons stock the produce* tem^wv 
rarily in their godowns. arrange to decorticate the groundnut or gin the 
cotton, submit samples ti> the lo<*al agents of exporting firms and arrange 
for the sale of the produce by entering into agiwments a*ith them regmxU 
ing tlie price and the time of delivery. Whci*e a broker is employed between 
the wholesale merchant or coinnussion agent and the locuil agent i»f the 
€»xporting firm, he arranges for the sa’e of the piHulrice. In some uroas 
comintssion agents employed by ex|M»rting firms purchase the produce direct 
from the rrols through their agents. In the case of pepper, ginger and 
coconut which ai’e exported to foreign (ountrios from tlie West Coast, the 
channel of marketing and distribution is much the same as that for cotton 
and g?*oundnnt. 

The village traders generally act ns merchaniK and sometimes as com- 
mission agents of wholesale merchants. The wholesale merchants or com- 
mission agents at the larger centres act partly ns merchants and partly as 
commission agents, llrokers of e\j)orting firms act solely as commission 
agont.s. 

Tn the case of commodities iniendcHl for internal consumption, such 
of them as are (H)iisumed locally are sometimes sold by prmlucrers dir€Ht to 
f‘on8uniers either in the villages or in the neansst weekly markets Init move 
frwjuently the retail merchant takes a part in such distribution. As 
regards commodities which are sent to otlicr (t>nsuniing areas, tim channel 
of marketing and distribution is more or less the same ns that for articlf^ 
whicli are exported outside the <*ountry. It generally runs from the culti- 
vator to the village trader, from the village trader to the wholesale mei*- 
chaivt at tiading centres, from the wholesale merchant to the retail merchant 
and finally from the retail merchant to the consumer. The village trader 
l>erforms the same functions as in the caM» of articles intended for exf»ort. 
The wholesale merchant acquaints liimself witli the prices at the different 
trading (*entres and arranges to send the prodius* to such centres or dispos*' 
of them to retail merchants locally. The village traders act partly as 
mercliants and partly as cominissioti agents of whoUxide nmrehants in these 
truusactioiis. 

The rice factories which have established in many districts (^p^ 

cially in the delta districts) play a large pari in the marketing and distri- 
bution of paddy. The produce is taken by the cultivators to the facioritw 
and «»old or the agents of the rice mills collect it fn»m the several villages 
in the art'a and transport it to the fiM‘t«irieH. It is converted into rice in 
the* fact and sold bK*ally or exported to other districts. The owners 
of thest* factories act as merchants and not as commission agents. 

As regards the margins on which the i n termed in ries operate, the rates 
of coinmiKHion paid to brokers and toiTiinission agents vary greatly in 
different tracts and al.si> for different kinds of produce. The profits of 
nusrchants vary with the state of the sc^ascin and the demand for the <Hmi- 
imKlities. It is not |>oH8ihle to give any concise and definite information 
on the point. During the cultivation season the village traders and the 
agents of wholesale merchants sornetinw’ts make advances to cultivators on 
condition that the produce is sold to them at a stipulated rate as soon as 
the harvest is over. The prices realised by the cultivator in siK*h coses are 
less than the market prices. Ryots sometimes borrow from co-operative 
socteiifNi. The local traders are financed by the village money-lenders or 
by idicdeBale merchants. Traders sometimes purchase the produce from the 
ryots on credit and pay the purchase money after the produce is dispof^ 
nC Wholesale mertdiants make their payments either imnmdiately or after 
a jrtipulated time and arc financed mostly by local borrowings, i^tail luer«> 
chants are very often allowed credit by wholesale nierchatits. 
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The system of barter w not generally in rogue and is rarely resorted to* 

(r) Tti the ease of produce destined for the Indian n^ket^ the proyia^ 
of better kinds of seeds and seedlings would help to improve the quality 
of the produce. The Agi icultural DeparimlOtit is already doing aoin^ing 
in thin direction but much remains to be done. The Indian Leaf Tohaeeo 
Development Company secures purity by buying only froni growers of its 
own secsl tings, an example which ought be more wid^y imitate. 

As regards the export market only a gradual realiaat^n of the loss of 
trade rosnlting from the discovery of adulteration is likely to do inudi 
good. It hfis t»een suggested that legislation might be undertaken for the 
prohibition of adulteration, hut it is an almost impossible task to check 
adiiltenition iti u country like? India. The estabiishnient requir^ for the 
puipoHe would l>e enormous and it would fiiKl the greatest difftciilty in 
working even if it could l>e trusted to work boncjstiy. 

(< 7 ) the publication of information regarding the conditions of the mar- 
kets and ol agricultural and marketing news in general is not likely to be 
of muc^ advantage to ryots. They are too illiterate and conservative ami 
such ihtornmtion as may he puhlishcd is not likely to I'each them. At 
present retail iirices arc piihlished in district gasettos. Wholesale prices 
of the principal comnuKlitic^ might perhaps In? similarly published. 

Enclosube 2. 

Fragmentation of lioldings is inevitable in sucli a country ns Indio which 
is mainly dependent on agriculture for the suj>i>ort of its population. The 
spirit of the Hindu Law and of Indian agriculture favours a wide distri- 
hution of the land and its cultivation by peasant farmers. Fragmentation 
of holdings is therefore inevitable and the revenue system which has been 
framed to suit the sentiment and tradition of the population has necessarily 
to provide for such fragmentation. The essence of the ryotwari system which 
is 111 force in this Presidency is that each individual holder of land pays 
land revenue in proportion to the extent of his holding and to the quality 
of the soil. The Government looks to him independently for the payment 
of such assessment and in eoriseqiieiiee does not prevent him hiit, on the 
other hand, actively assists him in subdividing the land according to his 
enjoyment. Such separate subdivision and enjoyment in turn give to the 
owner of the land ceiiiain privileges not only in the administration ol the 
revenue laws and regulations hut also in other respects. 

2 . There are no reliable statistics to show the extent to which fragmen- 
tation of agricultural land has proceeded in this Presidency. There are. 
of course, the statistics relating to holdings. Lands on ryotwari tenure 
are held under ‘ patta ’ and a patta may he in the name of a single indi- 
vidual or jointly in the names of several. These pattas are divided into 
grades according to the total amount of the assessment payable on each. 
The statistics of the number of holdings and the average extent of the 
holding in each of these grades during the last two decades show a tendfenej^ 
on the part of the smaller holdings tt> l>ecome even smaller, hut no useful 
or accurate deductions as to the economic condition of the agricultural 
[>opulation can be drawn from them. A man may hold more than one patta 
and a joint pattadar may in addition have a patta or pattas standing in 
his name alone. Most of the smaller ryots have also subsidiary occupations, 
he fragmented, that is to say, may consist of tiny plots situated in different 
he fragmented, that is to say, may consist of tiny plots situated in diff«»r€nt 
parts of the village. 

3. To a certain extent the increase in small holdings c^innot be avoided. 
India has always been, and will for a long time, be a purely agriciiltiiral 
country. Wi^ the establishment of a settled Government and witli the 
assurance of peace and security of person and property there bagWb^n a 
general increw in jpopulation. The possession of land," however small the 
imlding, is atiB considered as giving the owner of it a status in the vtOai^. 
There is therefore a generla ambit^ to poasees lands. Iliis partly aooomts 
for the increase in the innall holdings. 



4. It is difficuH to down any definite rules to determine in what casatf 
dirision of holdings is undesirable. The mere sine of the holding is in 
itself no test: the real evil is the lack of arrangement by which holdings^ 
large or small, consist of separate plots of land scattei'od more or lees orer 
the whole village area, perhaps in all directions from the home of the culti- 
vator. It is difficult for a lyot to cultivate cheaply and properly a holding 
divided into scattered blocks. Unnecessary ground has to l>e covered by 
the workers by the bullocks and ploughs and the owner supcM vising the work, 
the smaller tlie holding and the smaller and more son tiered the blocks, 
the worse the situation becomes. The question is whether subdivision and 
fragmentation have been pushed so far that the land has been parcelled out 
in such a way that in many cases a largo proportion of the peasant pro- 
prietors have not got * economic holdings \ or in other words, whether the 
holdings have been fragmented in a way for which there is no economic 
justification and whether the bulk of the land has been j>nt outside the 
scope of effective cultivation or economical organisation. 

There arc no accurate statistics, but judged with referoiuH' to agricultural 
economics there is nndoiihtedly a lai*ge number of holdings that are too 
small and too fragmented, and it is impossible to contest the proposition 
that a large number of ryotwari pattadars subsist on ‘ uneconomic holdings. ’ 
It is not easy however to determine what is an ‘ economic holding ’ and 
the question when a holding hecotnes * nnceonomic ’ will depend on local 
conditions, the description of land, the fertility of the soil, the nature of 
the crop and the standard of living of the ryot, and it may he doubted 
whether fragmentation has gone to such an I'xtent in this Presidency as 
to put the hulk of the land outside the possibility of effective cultivation or 
econoinicnl organization. 

5. Pnhl if attention in this Presidency was drawn to the subject of frag- 
mentation of holdings by a resolution moved by the Hon’hle Mr. A. S. Krishna 
Rao in the local TiCgislativc Council in May 1917. The resolntioa was 
in those terms: — “This Council recoinmeixls that His Excellency the 
Govcnior in Council he pleased to consider the dosirnhility of checking the 
minute subdivision of agricmltural lands in this Presidency.” In moving 
the resolution the Hon’hle Member threw out a suggestion that economic 
holdings might ho formed by re-grouping the fragmented lands. This pro- 
posal to declare agric'ultnrnl land l>elow a c'criain limit indivisible and 
impartible was oiiposcnl by two leading non-official mcinhers. Government 
however accepted the resolution and undertook to consider the matter and to 
SCO whether any practicable steps could he taken in the direction suggestcHl, 

6. About the same time, Mr. Keatinge, the Dii*ect(»r of Agricultures, 

Bombay, was interesting liiniself in the question of the prevention of frag- 
mentation of agricultuial holdings and the formation of economic holdingH 
in the Bombay Presidency. Copies of the report which ho made to the 
Bombay Government and liis draft Bill on tho formation of economic holdingH 
woro obtained. In tho re|K>rt, Mr. Keatinge dealt in detail with the eauscH 
and tho economic evils of the fragmentation of holdings and explained how 
in ©ther countries similar causes had produced similar results and what 
remedial action was taken to nieot the evil. His report and the Bill will 
doubtless he dealt with in detail by the Bombay Government. Copies of 
tho report and tho Bill were how'<»ver circulated and opinions were taken 
how far the propcsod legislation could he made applicable to the holdingH 
in this Presidency. The Bill wa.s only permissive in character. It provided 
for the formation of ‘ ocxmomic holdings ’ by the Collector and also for 
special rules of succ<ission in regard to them. T.i was int<mded to give tho 
ryota an opi>ortnnity^ of rc^-forming their holdings in such a way that they 
w'onld cease to Ix^ uneconomic. Neither the ryots nor the officials woro in 
favour of the legislation. General opinion was also sceptical as to tho 

efficacy of the Bill. In the face of the opinions expreswl by the officials 

and the non-officials, the Board con.sidered that the Bill recommended by 
Mr. Keatinge was op to the strongest objections, the more obvious of which 
were summarized as follows: — 

There would bo the atmost difficulty in determining for the purpose 
of the Bill what constitutes an * economic holding the value of land 
ing. as it does, according to the nature of the crops it can pr^uce, 

method of its cultivation, climate, the standard of comfort of the owner and 

so forth. 
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(2) The Bill aims at creating a raet mass of petty impartible boldinga 

all over the country in defiance of the whole aoeinl feyatem of Hindus and 
MuhaminadaNs alike, ^ 

(3) Its operation would, as a rule, be confined to them families which 
are rich enough to compensate such members as arb ^duqM from the eco- 
nomic holding, that is to say, to the very cases in which ^ere is the 
least need for any special arrangements. In so far as the Bill could be 
applied to poor families it imtst tend to create a landless proletariat which 
is always a danger and doubly so in a coiintry where industries are so little 
iovelopod that they cannot absorb tbe surplus agricultural population, 

(4) It would afford an oppoi*iunity to co-sbarers to effect collusive 
registration thereunder for the purpose of defrauding creditors. 

(5) Its general effect, it may l)e surmised, Avould be to impair the 
credit of the agricultural classes. 

(6) All transactions relating to land would l)e complicated by the 
question whether the condition of impart ihility existed. 

(7) It would involve the revenue establishment in troublesome and 
often infructiious inquiries on applications for creating economic holdings 
and on complaints that the rule of inipnrtibility had l>een broken. 

(8) It would undoubtedly prove a fertile source of strife in families. 

Government were not prei)ared to undertake legislation even in a per- 
missive form but they requested the Board to consider the possibility of 
carrying out an experiment for the re-arrangement of holdings by consent 
in some typical villages in a district in which a special staff was engaged 
on udangal revision prior to a re.settlement. Tbe experiment was attempted 
in Trichinopoly but it was found that the n’ots were generally avei*se from 
tiny interference with their present Jaw of inhei>itance giving each son an 
equal ^share of the family property and with the long established custom of 
partition, securing a mathematically accurate division of a liolding amongst 
heirs. Government considered that so long as siil)divi.sions had to go on 
for one reason or another in view of the traditions and practices of tho 
holders of land, any attempt at consolidation of holdings was bound to fail 
find directed the experiment to be discontinued. It was decided that the 
real ren»edy for the evil lested with the people themselves and the solu- 
tion of the pi’oblem apparently lay in educating them regarding the evils 
of fragmentation and the economic advantages of consolidation of holdings. 
With this view a pamiihlet prepared by the Begistrar of Co-operative Socie- 
ties was published under the authority of the Publicity Bureau in the 
year 1920. 

7. As things stand at present, there is no limit set to the subdivisions of 
fields except in three cases : — 

(1) When a portion of a field is relinquished, it should not he less 

than 1 acre in wet and two acres in dry unless the relinquishment is made 
fixmi causes beyond the I’yot’s control ; • 

(2) in transferring lands from wet to dry, the area to be transferred 

should not be less than 25 cents; and * 

(3) subdivision for transfer from double crop to single crop or for com- 
pounding wet land for double crop charge is not permitted if the area is 
less than one acre. 

8. The Punjab is iwjrhaps the only province in India where the problem 
of fragmentation of holdings has been seriously tackled. After much preli- 
minary spade work some wonderful results have been produced there in 
the matter of consolidation of holdings by co-operative societies, and there 
Is a striking contrast between the village maps before consolidation and 
after it. The exi^riment in the Punjab has thus proved that something 
can be done by the Co-operative department in this matter. But wh^er 
the ^sults will be permanent or not is a different question, as the forces 
of disintegration are at work and must, in the end, prevail. In an^case^ 
if the experiment is to be tried again in this pnovince, it is work that 
must be done by the Co-operative department and not by the l^venue 
Department. 



fiNCLOaURE 3. 

B.i*. lit. No. fm, dated 21sl October 1929. 

Road tlio 

From Goverixmcrtt. ^inunci* Depart luont, Moinoraiidum No. ;]28(K>- 
Aopts.-l, dated 19th Qttoher 

liesolutwn — 

[Post offices — Post office caj>h (HMiif'icates ami otlior (u>vcrnincnt sociirilics — 
Populttrisation among the .small investors all over India— Board's 
remarks — Submitted to Govt'nunent.] 

With referenw to the Govornnioni rnoinoranduni read above, the Board 
submits that savings associations on the lines ol the National Savings Asso- 
ciations in England may witli advantage he started in this Piesidency 
under the guidance of district Collectors who might he able to select hono- 
rary workers willing to form and organ iaso these associations. A good ileal 
might also be done by forming such as.sociations among clerks in (iovern- 
ment offices. 

The Board also considers that Vernacular translations ol tlu^ leullet issued 
by the National Savings Coinmittei* in England might be circulated broad- 
cast with advantage among tiie middle classes. 

(Sd.) B. G. lloiaiHwoRTU, 

Sccr(‘t(inj. 


To tlie Seeretaiy to (Joveramcnl, Fiminco Department. 
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Written evidence of A. M. A. C. QA£UK^^1fteqvV.ib.S^ 
CoUefttor of Tanjore* 


/. — A(jn( nU uial (ledtt and credit faidities fat aniaU industries. 

(a) Kxpinsis diunuj cultivafion . — The total area under wet cultivation 
in thi« dihtiht is 17.1, 7‘i2 acres (us per accounts of fasli 1338> and that 
under dry lultivation 407,027 ucies. 01 the ryots under the w*et aiea, 
those under th© tTainhrapurni valley are not in need of any help from any 
hank. The owners geneiuily lease out their lands to tenants and adv^ance 
money lor expenses nete.ssary lor cultivation and get back the amount w’ith 
httio or no inteiest at tho ensuing harvest. The wet area under the 
Tarnbraparni is about 88,(K)() acres. The net area under wet cultivation 
in non-Tambraparni valley is 85,732 acres and under diy cultivation 
457,627 acres. Taking the average expense of wet cultivation at Ks. 50 
per acre and that of dry cultivation at Ks. 25 per acre, the total approxi- 
mate capital requiied lor cultivation opeiutions in the non-Tumbraparni 
valic> woiks out to — 

, ^ Its. 

Wet cultivation 85,732x50- ... . . . 42,86,600 

J)ry cultivation 457,027x25- ... 1,14,40,675 


Total . . 1,57,27,275- 

Ot tfatt i\>ots under the non-'runibiaparni vallev onl> about »)0 pei cent 
may b© estimated to be in need ol loans. At piesent this amount is mostly 
borrowed liom indigenous bankers at the rates ot iiiteiest \uiying liom 
18 to 44 per cent on tho seem ity ot pro-notes, joint pro-notes and pledge 
of jewels. 'Phe co-opeiutive credit societies also advance a portion as loan. 
Aii estimated capital ol about 50 lakhs may be required annually lor grant 
of 4©aiiH to landowners under tho r>otwari tract. A fui ther sum of about 
duldis may Imi needed lor disbuisement as loan to the tenants in zaiiiiii- 
daris ISnd whole mum villages. These loans may be advanced on tho security 
of pro-notes and joint pro-notes at the rate ol 9 per cent interest. 

(b) (\ipitul and penudnint impi ovcnxi nts . — Permanent improvements are 
not usually atiemjited lor want ot iunds and tear ol raising loans at high 
rates ol interest Irom indigenous bankers. A lew* pei*soiis have recourse 
to takuvi loans and a sum ot lls. 50,000 has been advanced by Government 
ill 1928-29 lor sinking wells, lor reclamation ot lauds and tor purchase ol 
plough hulls. An allotment ol about 5 lakhs ot rupees may bo needed 
every year to meet the requirements under this item. 

(r) For other spctntl needs . — The annual amount of land revenue due 
to Gov^ernmeiit on the ryotwari holdings is Ks. 29,30,418 and the peeii- 
kosli and quit-rent on estates is Its. 2,87,793 thus making a total of 
lia. 32,18,208. 

The collection ol land levenue begins iii February while the harvest 
of the crops liegins in March. The ordinaiy ryot finds it difficult to pay 
his kist in February and is unwilling to sell his crop for the price offered 
to him in March. Many ryots are nowr at the mercy of indigenous bankers 
who take advantage of the urgency and demand exorbitant rates of interest. 
Somo borrow, while others reluctantly sell their ci*ops for low values in 
March. It will be an advantage if money is lent to needy persons on the 
security of crops in February and March. The harvested crop should be 
deposited in sealed godowus. A capital of about 10 lakhs of rupees may be 
required tor advancing loans on account of land revenue. A few of the 
co-operative banks working in the district have recently given a stiirt to 
this scheme but the result remains to be known. 

The amount boriowed on occasions of weal and woe, failure of monsoon 
and the like may be about 5 lakhs of rupees every year. The people have 
recoui'se to the Imperial Bank and the co-operative banks in places where 
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* ^ V 

^ fiuch exibt at the fules ofitttemi ^atyuipT liom ft to per «iiit on tho 
security of siuiule b««dl. In 4lii»r tlio ryfttn are iq^. 

the hand& of indigfl9Qq$ t^aakoq^^i'lia^aetoirt hish r^es of intoresi from neoci;f ^ 
ryots. 

(2) The j^incip&I in the diairici are — 

Paddf« 

Cotton. 

Cholam. 

Cumbu. 

Ragi. 

Chillies. 

Onions. 

Plantains. 

Brinjals. 

Pulses such as hoi'segrani, Beiigalgrain. giiigelly and palinvruh pro- 
duce. 

Mereliants and agents travel all along lliu luial trueis ami advance 
money for the purchase ol tJie produc'o at low rates ahont a month hefoi'o 
the crops are harvested. 

They also go throughout the district in the harvest season and purchase 
paddy. The produce is also taken to the wt^okly markets held in difFerent 
paits of the district where they are sold lor whatever is otFeied to them l»y 
the merchants. 

Chillies, onions and gingelly m large quantities are also taken to Pettiu 
near Tinnevelb’ and sold to wholesale merchants who iisiiullv get a large 
lirofit. 

For the present, il godowns are hired at ddferent centres and money 
advanced to the needy ryots at the rate oi t) per cent interest on the deposit 
of their produ<'e they will Ik* able to sell tlioir produce at fair rates whiliover 
there is real demand to them. !? 

(d) Value of landfi. — The \ulue ol ordinary dry land ol iiilerior quality 
varies Irom Us. Id to Hs. 50 per acre, hlack cotton soil ranges from 100 
to Rs. 300 while garden laud with wells is valued at Rs. 500 to Rti. 
per acre. 

JIW 

The wet flat under the "J’umhiaparni valley is valued at Rs. 2,50^*^!^ 
Rs. 4,000 per aero and that under other rivcr-fcil sounes is valut^d at 
Rs. 1,200 to Rs. 2,50(J and wet fields under runi-lctl source's an* valued 
at Rs. 600 to Rs. 1,250 per acre. 

There is not much difToreuce ni valiie between land oflereil lor sale 
for arrears of land revenue and that offered lor sale in piMwuaiice oi court 
decrees. But the value of land pnrehuHed hy private negotiation is generally 
25 per cent greater than the value ohtuined l»y other kinds of niiles. 

(4) There is no legal iiii|)ediinent to moirtgage ol land and agricultural 
holdings in this district, except that Hindu widows and guardians ot minors 
caipiot alienate the properties without siiflicicnt c-ause. 

There are no banks specially established for advancing loans on mortgage 
of lands alone but most of the bankers accept only land mortgage as a 
proper security. 

The Mj^sore Agricultural Dairy Farm Company comprising the Livestock 
Compensation Bureau has a brunch office at Tiiinevelly and there is an agri* 
cultural bank at Srivaikuntam. 

In order to ascertain the correct ownership and the existing mortgages 
of any field offered as security enquiry similar to that in grant of takavi 
loans ought to be made and the facts ascertained. 

The working capital of moHgage bank should he largely raised from 
depol^its.’’ 

(6) An accurate estimate of the existing indehtediioss of the agricul- 
tural classes may be obtained on a reference to the Tahsildars for submis- 
aiou of a statement in a prescribed form. 
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It caDDot t>e Kaid that a li^rge oi indent tar mers are l>eing 

4urned ^into tenants, caaes of rare oocurrance are dae to extravagant 
expenditure on tbo pai-t of auch famieie. 

<6) There are three sugar fiietefies in this distriet---0ne at Kulasekara- 
patnam, a second in Letchnmana Tope in Timlcalur Tiruchendur 

tuluk and a third in TachaHaUnCii The factory at Knlaeekarapatnam is 
not working noa'. . * 

(Unrefined) sugar is manufactured in a small scale at Kavanasamudram 
village, Ambasamudram taluk and at Mottalamparai, Tenkasi taluk. There 
are three cotton mills at Pnpanasain, Tuticorin and Koilpatti; three cotton 
presses in Tuticorin and 24 ginning factories, five in Tuticorin, one in 
Sankarankoil and eighteen in Koilpatti taluk. Jaggciy is made every- 
where. Fine innts of korai grasfs are made in Pathamadai, Ambasamudram 
taluk and ordinary mats are made in several places. Hundlooms are at 
work in parts find weaving industry is carried on in several paits, 

(7) There is generally no co-operntioii among the bankers in this 
district. 


11. — / ndigenoua bunhinn. 

Most of the banks in this district are dejiosit l)anks.'’ They arc 
generally conducted l)y Nattukottai Chettis, by wealthy Brahmins of Kallidai- 
kurichi and Sundarapandinpuram and by persons wlio served as accountants 
under Nattukottai Chettis. These banks* lend money mostly to traders and 
/.not so much to the agriculturist or the industrial class. The indigenous 
banker mostly raises his capital by deposits and the average capital is 
about u lakh of rupees. His expenses amount to about Rs. 70 to Rs. 100 
a mouth. Sonic of them do hiiiuli business also. Money is ordinarily 
advanced by them at interest vaiying from 12 to 18 per f^ent and deposits 
are received in two ways — eiunent deposits to wliich interest is paid at 
3 to 4i per cent and fixed deposits at 6J per cent. Abnormally high rates 
of interest and j)cnal interest are sometimes disallowed by civil courts. 

There are at present no recognized banks in this district for advancing 
loans for agricultural purposes. About 100 banks may be opened in selected 
cftntres throughout the district and a district bank having control ov^er 
* tno €00 banks in the riu al areas may be opened at the district headquartei*s. 
Eatbh rural bank mav bo allowed a capital of about Rs. 10,000 to start with 
jkidTho district bank Rs. 1,00,000. The banks may be Government guaran- 
teed banks so that they may attract the attention of the public and secure 
‘ deposits.’ Loans lor agricultural purposes and for land rev^enue may 
be on joint pro-notes and on the security of the crops and loans for other 
special needs may lie on land mortgages. All loans may be advanced at 
9 per cent intoi*est. 

Deposits may ho let^eiv^ed in two ways — current deposits may be paid 
interest at 4 per cent and fixed deposits at 6J per cent. 

Remittances to be made by traders and others may be accepted on the 
aystem of bills of exchange or cheques. For the pi-esent, hired builciings 
Tiaving sufficient accommodation for the deposit of crops may be engaged 
“^and the question of putting up permanent buildings may be considered later. 



1S45 
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Written eridenoe of J. A. THOXtlfk, Bea., I.C.8., Oolleotor, Tanjore. 


By protracted enquiry 1 could* no doubt obtain n certain amount of 
information on some of the miestions, but very few of them are germane 
to the work of the Revenue Department, and an elaborate enquiry in ruled 
out by the Board’s request for very early remarks. Within theW limita- 
tions I find that the only qiustion I can answer, and that only in part, 
is question 3. I apjiend a statement giving figures ctunpiled fixmi files 
relating to acquisition and from the sales of land for revenue nrreai's held 
in the last three yen!*s. The land acsjuisithm figures may i)e taken to be 
tolerably indicative of the actual value of the land acipiired. The figures 
for sales for non-payment of revenue are of very varying relia))ility lor 
this purpose. In Tanjoro taluk, for instance, revenue sales are, as n 
rule, irifructuous owing to the attitude of the Kalla villagers who combine 
to prevent a fair price iK'ing realised. In other taluks the same ohjeetiou 
dot^s not apply with .so much force, hut lands are of varying quality and, 
as a general rule, infenor. 


Appendix. 

Statement sliowing the value of wet and dry lands per nore. 


Name of the 
taluk. 

Sale for non-payment of revenue. 

Land uoquisilion 
files. 

Wet. 

Pry. 

Wot. 

Dry. 

Ex- 

tent 

s.ld. 

Amount 

realized 

A veiage 
per acre. 

Extent 

sold. 

Amount 
realiz d. 

verage 
per 
a (M e. 

Average 

per 

acre. 

Ayjrug# 

per 

nore. 


ACS. 

B8. A. 

ES. A. 

ACS. 

ES. A 

na. 

1X8. 

EB. 

Tanjore 

70-79 

1,366 6 

19 0 

451-63 

1,411 8 

li 

1,334 

600 

Kumbakonam. 

7-02 

2,174 4 

309 0 

2-64 

324 12 

160 

1,126 

677 

Papanasam . . 

3M2 

2,093 0 

96 0 

20 67 

l,36rt 2 

66 

760 

469 

Mayavaram . . 

2-04 

726 0 

355 0 

0 36 

149 8 

417 

870 

260 

Raiyali 

fi-fis 

6S2 0 

122 (1 

016 

13 0 

81 

900 

4 HO 

Nannilam •• 

3- 76 

1,689 0 

424 0 

0-32 

]15 0 

359 

899 

408 

Negapatam . . 

11-06 

1,123 0 

102 0 

0-63 

47 8 

90 

8la 

442 

Mannargndi . . 

2-87 

1,339 8 

467 0 

1-74 

3i» 14 

JB 

244 

, . 

Tirutturaip- 

6-74 

246 0 

35 0 


No Bale. 


. . 

271 

piin<li. 









Pattnkkottai .. 

17-fit 

426 8 

24 0 

39-90 

1 481 11 

1 12 

, . 

321 

Arantongi 



No sale. 



460 

209 












( 3 ) 

Written eridenoe of D. IT. 8TBATHIB, LCJ9^ Ck>lleotor of 
Chingleput Dietriot, Saidapet. 


7 . — Agricultural credit and credit facilities for small industries, 

1, (a) The main expenses for cultivation are — 

(1) ploughing and baling charges, 

(2) cost of seeds, 

(3) weeding and harvest charges, and 

(4) purchase of bulls. 

In most pai*t8 of this district the charges covered by items 1 to 3 are 
paid in kind, viz., paddy or ragi. Only a few rich men pay cash for them. 
Those who are poor and who cannot therefore afford to meet the charges 
in kind borrow paddy or ragi under the sj’stem known as ‘ nangu.* Tho^ 
who do not have stock of seeds with them also borrow seeds under this 
system. Under this system paddy or ragi is borrowed from the well-to-do 
people in the month of Adi or Avani corresponding to the English months 
^ July and August. Every kalam (i.e., 12 marakals) of paddy or ragi 
borrowed has to be neturned w’ith an addition of 2 marakals of similar kind 
immediately after the harvest is over. The nangu, i.e., interest on the 
grain given is for the seven months that intervene between the date of 
borrowing and date of return. This is how the majority of the poor agri- 
culturists lUi'et their expenses of cultivation. Of course, a few take money 
loans also to meet this item. For such money loans the interest charged 
is never loss than 12 per cent. 

(4) In some parts of this district this item of expenditure is met by 
taking loans from Government under the Agriculturists Ix)ans Act. Many 
obtain loans from j)rivate individuals either by executing a promissory 
note or by pledging jewels or lands. Fifty per cent of the persons who 
obtain loans from Government on the plea that they are going to buy 
!)Ullof»ks do not actually use the loan amount for this purpose. The money 
is utilized for meeting their other debts or some other oxj)enditure and in 
some cases they even lend out the money borrowed from Government at a 
higher rate of interest. 

(h) Capital and permanent improvements may be chiefly classified 
under two heads, viz. — 

(\) Sinking of wells and 
(ii) reclaiming of lands. 

Loans are obtained under the Land Impix>vements Loans Act for these 
purposes. Some also resort to borrowing from private capitalists. Tustq.nces 
of permanent improvement are how^ever comparatively rare. Very few 
agriculturists realize the advantages of iinpiXDving their lands. Most of them 
confine themselves to an attempt to get the utmost out of their petty 
holdings with the least expense possible. 

(c) Failure of monsoon, — This w’ould probably have less effect in 
Chingleput than in other districts. Many of the richer agriculturists have 
got other avocations in Madras from wdiich they are able to meet the land 
revenue and other expenses. In years when the rains fail the poorer ryots 
leave their holdings uncultivated and eke out their living for the time 
l)eing by doing eooly work in Madras. 

Land revenue, — Land revenue falls due in this district on the 10th of 
January, February, March and April. By the time the first kist falls due 
or is actually paid by the ryots the sembala paddy is haiwested. For the 
second kist, sirumani and vadasamba ai'e harvested and hence these two 
kists are usually met from the sale of the proceeds. In some cases they will 
even cover the third kist. It is the fourth kist that gives rise to difficulties. 
By April there will often be no ci*ops on the lands and even if there should 
be any they will not be ripe for harvest. For this kist many borrow money 
by pledging jewels or by offering the standing crops as security. 



For money loans the general rate of interest charged hv motM^-lendere 
Taries from 12 to 36 per cent per annum according to the security otered. 
As a rule no period is fixed for the repayment of the loans. Jewels^ houses^ 
and lands ai-e the usual forms of security. Btaiiding crops are not often 
aooepted. The profeasional iinuiey-lender invariably deducts the interest due 
on the amount lent by him in advance, if money is Imrroa'ed for aiuall 
periods, and charges compound interest if it is not raiurried on the due date. 

2; The principal crops of this district are eitlicr sold locally to the Madras 
merchants who visit the rural pa its to hny paddy or else they are taken to 
Madras in carts and sold thei*c. Pettai near Poonainalle is rising in iniport- 
ant'e as a market for rice. 

3. Wet lands are valued from Its, ‘KK) Hs. 2.()00 i>e! acre. Paddy 
and Ijetel leaves are the principal crops grown in these lands, hands which 
nrodluo dry crops like ragi, groundnut, vegetables, etc., range in value from 
Its. 5(1 to Rs. 500 per acre. Lands on whicJi casuariiia plantations thrive are 
valued from Its. 30 to Rs. 100 per ai*re. The important factors which affe<‘t the 
value of lands 01*0 (1) their situation such as piTiximity to the r<md. market- 
place, and the irrigation sonr(*e; (2) their sort and soil. (3) the capacity of 
the irrigation source under which they are classed as wet. (4) the quality 
aijd quantity of agricultural labour which is available in the village. TluWe 
are the factors w’hieh are chiefly taken into consideration in truiiHactions by 
private negotiation. The true value of land is never realiaed in cases of 
Government auction sale or sale by court-decree. Goo<l lands do not gem*- 
rally com© up for sale for arrears of land revenue and when they are put iiff^ 
the purchasers cannot he sure that they are free from other cncumbrnnceK 
and that the sale of the lands would l>e eventually confirmed in their names. 
In cases colored by court-de<‘rec the purchasers are generally decree-holders 
or their agents who take the lauds just to satisfy the decren* amo\ints whi(‘h 
may lie higher or lower than the real value of the lands sold. Partly out 
of respect for the feelings of the creditors and partly hexonse proceed ings 
regarding .sah^s of lands by civil courts are intcrmiuahle. villages are gencraily 
reluctant to purchase lands at c*oni*t sales, 

5. It is alleged that agricultural indehtednes.s is on the increase in the 
last five years. The atiractions of the city seem to carry greater weight, 
nmi’e strt^ss is land on the educational advantages obtainable there. There 
is therefore a very decided tendency for the richer ryots to move into towns. 
This naturally leads to a neglect of cultivation and increases indohtedne.ss. 
It Ls believed that the economic enquiries conducted nt 1 e-set tiements give 
reliable estimates of agricultural indebtedness. 

Most of the rural debts are due to professional money-lendei’s. The eo- 
of>erntive societies come next in importance and then the Government loans. 

The rates of interest depend on-the-'i^wwMirity offered. Government loans 
ai*e given at 61 per cent to 7^ i>er cent and co-operative loans at 9 per cent 
to 12 per cent. Professional money-lenders charge 18 to 24 per cent on 
jewels, 36 per c^ent on j)romi.ssory notes, and 12 to 18 j>er cent on laml 
seefirity. Generally simple interest is charged. Givil courts are resorted to 
in the case of promissory notes and land mortgage cases and w^hen jewels 
have been pledged they are sold in auction after due notice and the sale 
proceeds are credited towards the debt amount. If anything should still 
remain due, proeeedings are taken against the debtor in a couH of law. Co- 
operative loalLS are recovered in instalments or by ineans of arbitration where 
default is made in payment of loans. Of the purposes mentioned, (a), (h) 
ahd (c) are the most ' iinpoi-tant. The bulk of debts originate in social 
oecasions. 

6. The small suhshliary industries prevailing in this district are ri^ 
mtlHiig/ dairy farming^ garden produce, handspinning, weavng and fi^- 
ingv There is great w?ope for the further development of fishii^, 
farming und garden produce owing to the proximity of Madras. The fis^r- 
meni jire already t^ing advantage of the facilities offered by motor traffic. 
Greater use could he made of cold storage. It is said that the increase 

- duty cm Japiuiese yarn has prejudicially affected the handspitinitig 
industry. 
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IL'^Indigenatti hanking. 

Tha M arwari h the most important motte^T*)ender in this district, tlie 
Kftttuhottai Cbetti being comparatiireiy rare. Alongside the Marwaris work 
t %0 nidhis. the co-operatite and other banks. The nidhis receive deposits 
of #1! kinds giving inteiest to the depositors at the rate of 5} per cent to 
d) per (*eiit according to tlie nature of the deposit. They liiso receive 
monthly investments in tfie shape of shares and when these have aecnmtilated 
for a period of six or seven years tliey are paid to tlie shareholders with 
intorasi. From receipts of this kind the funds grant loans on the mortgage 
of jewels or houses or other landed property within the respective jurisdiction 
or on the paid-up share capital of each shareholder. The interest charged 
is 6 per c«nt to /J per c*ent. Their hiisiiiess seems t4> Ih^ conducted on sound 
lines. 

///. — lnve$f metif huhit anti attrarfinn ^of m/fitaL 

Spare cash in the liands of agricnitnrists is usually expended in the 
purcnose of lands or on jewellery or on marriage cei’einonios. Tn some caaoH 
it is lent out to poorer ryots. There are some instances of capital being 
spent productively on oil engines, rice niil’s, etc., but few realiise the advan- 
tages of using money earned for producing more money. The tendency to 
hoard is also prevalent in the cases of some such castes as Kammavars and 
Beddis. In my opinion the most hopeful line of progress in the direction 
of educating trie people not to waste money on eKtravngant c*ereinonies. The 
recent self-respec‘t movement deserves Government eneouragenient. 
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WriHeH of flt. S. 8HX8LD, 1.CJ., OollMtof 0 # 



Quf%iioti» 1 to 5. MadrH9 in not an atgricultural disiriot. 

Qnetitlon 6. Hite mifling is Imrdl^- a sfii>sidiary indtisif}'. It b true that 
tt Targe uttfuber of siiittfl power rice niilU are found in ^onth India. Owing 
to the mismanagemeut and imorancc of machincrry I dofilit whether they 
are usually profitable. Hand-milliiig affords oc*eupation to a*oinen) one 
cannot call it an industry. Dairy fanning and stock raising suffer owing to 
the reluctance to slaugliter cattle for food. This cannot lye altered, so Ring 
as bovines are regarded as holy. Further, it is rare that a fanner wiff grow 
fodder for his lieasts. Any cereal crop, however poor, is regarded as prefer- 
able, and the animals get the straw and stubble and a'hat ^ey can pick up 
on the wastes. Madras is not generally a gracing country, cHiiuitic condi- 
tions are adverse. Handspinning can hardly l>e regarded as eeononiieally 
profitable, though politically advocated. Sugar has not iHJcni found to be a 
paying crop, hence sugar refining is not likely to gucceed. Cotton ginning 
by hand is possible and is done, but cannot coiniwte with machine ginning 
in bulk. And the fanner usually sells his kuppas ** to the middleinan, 
as soon as they are formed, or earlier. Tlie same is the case with ground- 
nut^ where, 1 believe, all tlic proicsses for dealing with Uie niw proiluct aro 
conductecl outside India. The working up of raw products is a technical 
matter, in which the ordinary fanner is not likely to display the skill and 
knowledge required. Possilil,y he could get lad ter prints by co-openitivo 
selling, but even this requires a more elaborate organization and more mutual 
trust than lie would normally display. After ail the middleman's profits 
(w'heti he gets them) are the gains of nis sjiecial skill and training, in India 
termed his caste. 


Ji. — I udigenous hanking. 

1 am not aw’are of the existence of bniikers as distinct from iiioney-lenders, 
tho favourite form of transaction being advances against jirecious metal or 
against land with the ultimate hope of securing the property jileilged, and 
profit into the bargain. The borrower again does not borrow money for 
economic uses, but for such display us lie c‘onsiders befits his dignity, and 
with the hope that he can evade repayment. The rate of interest is tlicii^- 
fore higher than most trades — or even than Indian agriculture with its 
large returns in favourable seasons — can l>eur. The safe ” return is 
estimated at 12 to 18 per c-ent and average net return 10 per cent at least. 
A companson of this w^ith known “ Bank rate ” figures w ill show the claim 
of auen lenders to lie known as bankers. There can, therefore, he little 
facility afforded for financing agriculture, trade or industry. I have no 
personal knowledge of the details of tlie organization of money-lending firms. 
1 presume that their business is conducted on sound lines,. tJieir continued 
existence and their profits vouch for that. 1 am not aware of any particular 
prejudice against their business. It is in fact a respwtable one and they 
are largely resort^ to. There is not much money in the hands of the 
principal money-lenders that does not find employment in their business. 
But a considerable amount of inoiiey lies idle in the hands of others (for 
poasibiy short period.^, but the total must be groat) ow ing to the ahseiure 
of banks defined as “ places where money is deposited when only wcasionally 
retired’’. Tliere is a custom of hoarding actual cash: of which there is 
sumcient evidence, e.g., the sudden appearaiwe of 1840 or 18;15 coins fresh 
from the mint. It it unnecessary to mention the well know'ii hoarding; ” 
of gold and silver in the form of jewellery,, which has gained India the title 
of “ Sink of the precious metals. But even the normal use of cash in place 
of dtiques implies a great waste of money sulistaiice. There is already a 
branch of the Imperisd Bank in most districts, and lo<*al money-lenders are 
not slo^ to avail themselves of its facilities. 1 do not know whether the 
ipbal fatmers have their banking accounts, but I believe they do not* 



ill, — Investment habit and attracthn of eapital. 

The acquisitive instinct, most urououneed in the women, finds an mitlei 
is a iiard either of cx)iii or bullion, but 1 doubt whether ** savings ’’ 
and ** investment is in accord with the genius either of the people or the 
country. The principal occupation, c^kmlture, is in most pla^ purely 
u gamble with the climate. And any investment that will uol; prodnce the 
return that a gambler expects, commands little attention. I need only quote 
Government loans and certificates, the security for which no r^onable 
j>erson doubts. To popularise such Joans, etc., if more money is to bo 
attracted, I can only suggest that they be replac‘ed by premium bonds, and 
State lotteries. As regards cheques, they are generally regarded with 
suspicion, if not dislike. The only reason ever given to me for this was, 
that “ Dealings with a bank are liable to be discovered by the OflRcers of 
the Income-tax Department!’* Anyhow the payment of coin appeals to the 
desire lor se< ret^y m such dealiiigsy there is no record of the passage of the 
money to attract the notice either of the tax gatherer or of tlie needy 
relative, J presume that the almlition of the duty on cheques has l>enefited 
those who used them almidy, but 1 should doubt whether it has influenced 
those who did not, any more than the doubling of the duty has materially 
jeduced the use of cheques in England. The payment of Government servants 
by cheque has everything to recommend it. Most of them already use banks, 
and as the salaric^s are known to all they have no call for seci*ecy. I should 
not recoil I mond the use of vei'iiaculur scripts, as thie* would render the docu- 
ments only useful locally. If an universal script such us the Roman is 
used tho forms will be understood throughout India. 

4. The investment haliit is of slow growth. I have already given my 
view that the principal occupation, viz., agriculture is more or loss of a 
guinlile, and 1 certainly doubt whether good farming receives its reward from 
natiiie hero as it does in a more teniiierate climate. Tn fact gambling is 
innate, tho heroes of fable such as Yudhislitirn and Nala were famous for 
their skill. Tho dreams of the poorest are all of Buried treasure ”. And in 
a <'ountry where life is normally short and often uncertain, there must be 
increased desire to get rich <j}iiickly if at all and the ordinary “ investment ” 
yielding, say 4 per cent to 6 per cent, holds out no hope of this. I have, 
therefore suggested that this deeply ingrained spiiit should lie recognized 
and developed along lines compatible with modern civilization. 
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Written evidenoe of M JLRy. Bno Bahadur T. BHAUAVABTAM 
GUBTA Oaru, B.A., BJi^ €k>Ueotor of Anantapur. 

Note on the banking needs of the Anantapur distrnt, 

Tho district is generally |>oor. But th© agricultural population of tbo 
black cotton tracts in the north is winparatively Iwttcr off tliaJi ti»at of tho 
I'od-soil tracts in the south. 

2. Wet lands are valued at Its. 3()0 to Us. 8(KI an acre niul dry lands at 
Rs. 100 to lis. 200 ii they are ot black cotton soil and at Us. 20 to Us, 50 
an acre if they are of red soil. 

d. The only iudastrial crops worth meiitiouiiig are groundnut and i'ottou. 
There is also sugarcane cultivation hut to a very liiniU'd extent. 

•4. Flocks ol sheep are roared in the i*ed-soit traets, GIich* is juvpared 
Irom tile milk of cows and she-huffaha^s. llundspiniiing is carrud on to a 
limited extent in the cotton growing tracts. CiK’ouut and other gardens 
are raised over small areas. 

5. The Imperial Bank has its agencies at Tudpatri and Ountakal. There 
are a c'ertuin nuiiil>er of co-<)[)erative imnks in the differont |»arts of the 
district. There are no other hanks or bankers. No hniulis or other negotiable 
instruments are in circulation. 

6. 'Hiere are tw^o cotton pr©.sses and stune ginning factorieH and groundnut 
liocioriicators. Messrs. Volkart Brothers and Ually Bi'others have their 
agencies in the district, 

7. The transactions of the Imperial Bank do not extend to ilie ordinary 
agriculturist. C’o-operative societies arc not able to improve the scope of 
their operations for want of the necemary human maUM-ial to work tliein 
and the inability of the horrowers to repay tlieir loans on the uppointeil 
dates. 

8. Agriculturists Iwriow moneys to purcliase stad-grain and plough-cattle 
to pay up Government kists, to improve their lands, and to meet marriage 
ancf other domestic expenses. For short-term loan.s they resort to the more 
well-to-do ryots or obtain advances from merchants on the wnrurity of sUniding 
crops like groundnut. Seed-grain and grains re<|uired for domestic* consump- 
tion are not infrequently borrowed to he repaid with interest in kind at 
the next harvest. For long-term loans the agriculturist looks to the money- 
lender and the takavi loans. 

9. The rates of interest vary from 12 to 25 per cent per annum. Loans 
in kind carry heavy rates of interest and advances on the .security of standing 
crops involve the obligation to sell them at rates previously agreed upon. 

1J5. A correct estimate of the indebted luiss of the rural po[)ulation c-aii be 
made by starting detailed enquiries in selectcHl villages in c?ach taluk. 
Intelligent village officers can also fiirniKh approximately c^orrect lists of the 
indebtedness of the ryot population of their respcK:tive villages. 

11. Arrangements for the co-oi>erative marketing of agricultural |»roduc:is 
are likely to lie met with suctress in course of time wdieii the advautagcjs 
come to lie reaU»ed. 

12. Diary farming and cultivation of garden crops can he encouraged. 

13. Land mortgage banks would relievo a great need. These would do 
away wiSi the necessity for the Loans Acts and the imperfect work done 
under them by the Revenue Department. The ryots would also l>e enahlotl 
to pay up their kists more readily and punctually. On© bank lor oacdi 
district with branches at taluk headquarters would l>e ne<*essary. The hanks 
may raise the funds by deposits and borrowings from central institutions. 
Ckivemment guarantee would infuse confidence. A rate of 71 iier cent per 
annunl is likely to attract depewits from local investors while a rate of 
9 per cent per annum would be a welcome relief to the borrower. The 
formation of such banks is sure to promote thrift and the investing habit 
and to bring about improved methods of agriculture. 
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Wrtttea eridwee of C. 1*. BBACKBlf BU&Y, Bjq., X*C3B., CbUeotor 

of Cluftoor. 


I. — Ai§ricuUurtU credit and credit faciiiiicM for gmall mdustrieii. 

1. (tt) For oicjMsnMeB dariitg cultivation the ryota generally borrow froiu 
rich lanillorciH and luoiiey-lendei « at exhorbitant ratesi of interest; rery rarely 
Irwin ei>-o[>erntive societieH. 

(6) For these purfieses tiie ryoie obtain loans under the Agiicultnriata’ 
and Land Improvement Loans Acts. 

(c) Borrow from the landlords. 

The rates of interest charged by the money-lender generally vai'y from 
1) to 24 per f«nt. Loans for a sliort period, say for six months, are taken 
for agricuttfiral purposes and long-tcrni loans for al)out three years are taken 
for the purdiase of bulls, reclamation of land, etc. For short loans standing 
crops are the security, and for long-term loans the land is invariably 
seemrity. Houses are rarely ac'eepted as mortgages and much less jiersonal 
liecurity. 

In regard to agricultural finance, Government have l>een willing to give 
agricultural and land improvement loans at favouralile rates of interest and 
such loans are freely taken in Governnvent tracts. Little advantage is taken 
of the several linking institutions. Though co-operative societies are playing 
an important part in the life of the rural citizen,, the ryots have not yet 
well understood the principles of (5o-operation. It is only the professional 
money-lenders that play a large part in securing agricultural finance for the 
ryots. 

About two crores of rujiees may Ik* required for the Chittoor district. 

The present system of money-lending eats into the very vitals of the 
agricufiural population. The agriculturist is made to pay what he cannot 
pay in seasons of drouglit and famine with the result he is driven to abject 
poverty. What is required i.s easy ar*ees.s to money,, cheap rate of interest, 
long-term loans, and the establishment of banking facilities which will create 
opportunities for the promotion of agricultural and industrial interests. 

2. The ryot soils wliat little he can spare after consumption to the sowcai* 
who market it in mundis. 

The ryot is too individualistic for this. No facilities are required in this 
district m tlie ryot lives on the margin of subsistence. 

Facilities — very little; most economists of standing having decided that 
the trade aspect is the same. 

In general, tlie iie^l for farming c‘0-oi>eratfve societies for di-stribution of 
agncultural produce is urgent. Co-operative production and co-operative 
distribution are the chief ecoiiomk; instrunients that cun solve India’s 
agricultural problems and it is the co-operative department that to do 
propagandic work. 

3. (a), {h) and (r). Lands are distinguished in this district as wet or dry 
and not by crops, V^alue of land in all cases will vary between Bs. 50 to 

200 per acre for dry lands and Rs. 300 to Rs. 1,000 per acre for wet 
lands. V alue of wet lands depends on the irrigation facilities and fei^iiity 
dt the sod, and of dry lands on the proximity to the village, 

4. There are no legal impediments to mortgage of lands. No sueft banks 
exist. Govet'imiettt AmM start a land mortgage bank, raise money on 
irredeemable stock and Jetid on .easy instahnent repayment systmn> 1 

Working e4^ted (e), (h) and (c). — ^As the bank should be a Clo«rernuiieiii 
hank, these questions do not arise. A right should be given to sell ^ laUd 
for failure of instalments payments. ^ - 
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5. Ifir irftaf ntftnfifr chh $ufh nn rxfhnnff ht* nbfaine(i,^-fiy a proclaniation 
that Gk>?«nfimeiit propose to take up all such dehts if found foasible and 
reoovar throunh a Government land tuorii^afKe hank, 

iDeb^ ai^ invariably incuri*ed in connexion a*ith agricultural operat4oiia 
snch as purchase of seeds, manure, agricultural iiiipieinents, eic\ Tlio 
creditors are generally money-lenders. The intei-esl clmrgiHl is exorbitant 
from 12 per cent to 24 per cent. In course of time, the rvots get heavily 
indebted and their lands pass into the hands of the ciHNfitoi's hy Court »aU», ' 

6, Rice milling, garden produce, sugar-refiners uiul gmundmit milling, 
are small siihaidiary indi^tries found heie. The bringing iogt^Uter of Ksnali 
capitalists and infusing into tliem <‘i»-operation and hiisiiu^s habits a*ill go 
farther in helping the industry tlian giving fttnie aid. 

Establishing tailoring, liand-spiiining and weaving factories woll affoiHl 
employment to the agriculturists in the non-cnitivating si^ason. The 
machinery to work it should l>e a <‘ 0 -operative iustitulion with <‘ 0 -f»v>orative 
credit. 


//. — hufinrHfiHH ItfUih'ifuj. 

No interference w'ith the indigenous hanking system is likely to he nttonded 
with any siic-cess. If any hanking system is to he ostahlislnMl by Government 
it must he prepannl to (‘ompete sncieKsfiilly with the indigenous system. 

III. — J nvp.^tniont hnlnt uvtl nttifutioti uf ntftifai, 

1. Banks, Nidhis, Sowcars . 

Two cTores for this district. 

Banks,. Nidhis, Sowcars. 

Though there are facilities sm-li as the postal savings hanks, the co- 
0[>ei*ative hanks and indigenous hanks for investment of their sayings, the 
ryots in the rural parts do not ajipreciate such facilities. The sayings made 
by the rural agriculturist are either converted into nnpifMliictive wealth 
such as jew^el.s or lent to fellow' agriculturists on interf^st. The piniple in the 
rural parts are ignorant of hanking principles. They should 1 k> made to 
understand the inestimahle benefits of investment in hanks, by issue of 
vernacular leaflets on the subject and by propaganda le<*tnres liy the co- 
operative officials. It is after all n matt<n* of education. 

2. Postal cash certificates are not popular in this district. 

The present rate of interest is too low^ to he attractive. They are also 
not sufficiently acceasihle. They might 1 h' more popular il they were obtain- 
able at district and 8uh-treasuri(‘s as w'ell as post offices. 

ft is only the educated lower niidd'e class that invest in such savings 
banks. There should l)e a separate brunch fioni the regiilar post office work, 
so that it may be within the easy reach of the luihlic. At present the 
niethod of investment and withdrawal is soinewdiai cumbroiis and ilins fails 
to attract the uneducated classes. 

3. (Last paragraph)— Farmers lend to fellow agriculturists on condition 
that tne loan is repaid with interest at the next gootl harvest, they rarely 
tnve^ surplus money in a prosperous year hut allow it to l>e idle or waste it 
on litigation. 

4. The cheque-liabit has (.een veiy slow in gniniiiR i>oi»ularity with the 
non<-offieial populatkai partly becaust' of the misuses it can l>e put to, ami 
p^rt^ becaifs^ it is In a languages w'hich the average Indian cannot nnder- 
i^na without the aid of another. 

Loti of Bevmue.— It is only hig officials and local boards and municipal itiw 
that use cheouea. The payment of Government servants by chines who 
draw iBfil than Be. 3(» is not recommended ns it would cause them only 
iNiriy w cashing the same. 
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The use of Ternecular scripts in hankini^ must hare a good effect in 
popularising the oheque-hahit. 

5. The growth of the banking and inveetment habit is undoubt^ly ^ry 
slow. Firstly iMH^ause the ryot population, vis., vast ina|ority, lives fiinn 
hand to mouth and does not save. Secondly, lack of education prevbhie #ie 
merchant class from trusting others and they prefer to convert their money 
into jewels to investing it in a bank. 

As to educating the people of the oountiy; to invest tkeir savings in 
productive undertakings I do not think that direct propaganda by Govern- 
ment would serve any useful purpose. On the other hand generous Government 
siibstdies might l>e offered to any institutions established for the purpoM of 
teaching modern business methods to Indians and especially to the rising 
generation of those classes of the community who are generally engaged in 
business. Special encouragement might he given in, the way of sehoiarships 
for Indians to study the tb€v>ry and practice of modern hanking. 
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Written evidenoe of G. T. BBACKSN, LOB^ OoUeotor of 

Viiagapatam. 

I suhnnit horowith tl»o following i*o|>orts of .<toino oxperionro<l oflicorff of 
tliis district. 

Vijsagapatam must on the whole lx* classetl as a l)ackwurd and poor 
district at least in comparison with the rich delta districts further south. 
As the i>eoj)lo are less atlvajuaHl, they are ou the whole inoi\> dm^ply in the 
hands of the money-lender. The rate of inter*‘st is randy as low as 8 per (H^nt 
and not infroc|nently as high as 24 per t-ent. In the case of loans made at tlie 
time of cultivation and rcH*overe<l in kind at harvest, the rate of interest 
vrorks out even higher. In the ‘agency’ the rates are apprecialdy ingher 
as the hill-tril>es are even less edncate<l and so simple as to fall a reatly prey 
to the uiiscrupiilons. Hates of interest may work out as high as r)0 per cent 
for ca.sh loan.s and 100 [>er cent for loans r(M*ov€»ral)le in grain. 

The high rattrs of interest may he atirihiited to the imprudence and want 
of foi’esight of the borrowers. Kven when solvent they cannot look far, 
enough ahead to make provision for financial assistance sufhc iently far ahead 
to obtain it at a reasonable rate of interest from some form of banking 
institution. They live from hand t<^ mouth and make no provision for 
repayment of their loans or even the interest on them. That is why loans 
from the State at a reasonable rate of interest are not poptdar because the 
State insists on punctual repay inent of its dues, while the money-lender is 
only too willing to allow intero.st to accumulate until the borrower is entirely 
in his power and he can foreclose the security at a profitnlile rat<*. Kor the 
same reason borrowers are reluctant to approach hanks for loans, their 
reluctance to be tied down to a definite date and a definite sum. They live 
from day to day and fritter away the money they get at harvest time when 
the harvest is goml while when the harvest is ba(l they have little reserves 
to fall back on except occasionally in the form of jewellery. Tb(» ibriftless 
and iniprovidcMit mental outlook of the iiverage ryot is one of the clii<‘f 
obstacles to the extension of modern banking, even in tin' form of co- 
operative s(K'ieties. 

Forced sales of land whether for land revenue or uiulei’ eo\»rt decrees 
rarely fetch adequate prices in comparison with private sales, because an 
auction purcha.ser is faced with the necessity of making a cash payinerit on a 
fixed date which he cannot escape. Another reason for the comparatively 
slow advance of legitimate banking is the low standard of commer^fa) 
moj*tality among many borrowers. Far too many borrowers after obtainiltg 
a loan are concerned chiefly with shifts to avoid repayjncnt or at least put 
it off as long as po.ssih!e rather than with devising ineans of paying off tlieir 
indebtedness. So banks must insist in a higher margin of security flmn csnild 
bo fiecessary in other countries. 

The same reason may l;e assigned for the high rates of interest charged 
by money-lenders. It is a form of in.surance against the dishonesty of their 
clients. 

Another i>oint is that the agricultural class as a whole have not the saving 
Habit and if they do save the savings are locked up in unproductive material 
such as jewellery. It should however be mentioned that this form of saving 
is better than nothing, for jewellery especially in the form of gold cnahles 
the owner to raise money at a rea.sonable rate of interest. The finpcrial 
Bank does a considerable business in tins form of loan. 

The spread ^pf the saving and hanking hahit can only l)e slow and is 
dependent to 4 c^J^siderabl^ extent on the spread of education. Until the 
agricu^ural population who form 90 i>er cent of the iiopulation ac*quire a 
new mental outlook, they are not likely to change their habits. Co-o|>erative 
societies are the form of banking in which most advance may ho expected 
and tJie facilities they offer are sufficient for the reasonable refiuirements 
of the ryots. Until he uHl take advantage of the facilities for financing 
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Ills bu^inesfc already offered, it seems doubtful if it is advisable to offer any 
new kind of faeility. Any attempt to force the pace may prove disastrona to 
credit, for the ryot is so suspicious that the failure of a single banking 
insiitutiiui will make him shut up like an oysUu and put buck the clock. 

ENCIXIStTKEa 

(i) 

Arai D. D is. No. 1531, dated 3rd Deceml>er 1929, from the 
Tah.sildar, Palakonda. 

Agricult unit credit <tnd credit fcu ilities for small indusf ries. 

The system oi granting State loans to landholders and tenants at present 
i'll force, is helping tiieiii in getting iiet'essary funds for capita) and i>eriiianent 
imjirovements of land, for the purcliase of cattle ami scHHlIiugs ami agric'Ul- 
tural machinery siicli as calls, etc. The rate of interest on such Ioann 

is Oi per cent. There are, hoaever, several items of ext^emliture which 
generally incurred l»y persons of the above class€^ whicli are imlisjiensalde. 
Koi- tliese purposes, the average landholder or agriculturist lias to go to 
the profc^ssional inoriey-lencler for the nec'essary finance, i may l)e jiermitted 
to (juotc^ here a lew of .such items, such a.s marriages, payment of Govorninent 
kists, building Iiouses and dairy farming. The agriciiltiiri.st.s can get loan.s 
iroin the CH>-opernt!ve societies also for tliese purpe^s, where the rate <»f 
interest is 9 j>er cent but the scope of th^se sewieties is very limited and does 
not ther€*fore solve* the probUun of indebted ness of the agriculturistK. J do 
not mean to say, that these scHdeties, as they exist at jire.sent, are not doing 
any uselnl work. They help to a certain extent the ryois and others within 
their fold. 'Phe sociciies are now confined to a small number of villages. 
Steals must therefore be taken to start bunks on the lines of the i^o-oiwrativo 
society with its scope* extond(?d and distrihnt<Hl all over the <-oiintry so that 
c*ach village may have one to minister to the wants of its inhabitants. Tliey 
also borrow money from tlie .sowcar or inoney-lendc*!' who financ<*s the enlti- 
vator for sowing, harvesting and marketing. He lends money on goods, 
on house property, on jewels or any other reasonable security. His rates 
are high, becau.se inoiic’y is dear and be has no competitors in the ioc*ality. 
He geneialiy charges interest at the rate of 12 to 24 jier cent. There 
is also prevalent in this tuluk, the ‘ Nagu ’ system, ruder this .system, the 
sowcar who stores important IockI grains such us i)addy advances money to 
poor ryots for theii' .sustenance three or four months l>efore the harvest time 
and collects in return, after the harvest,, at the rate of putties for euHi 
putti of paddy advanced. By having to pay siicJi an usurious rate oi 
interest, tlie hoirow(*r is sure to involve liiuiself in irreparable iiuk'i>tedness 
and lose his land ultiniat<‘ly. It appears to he high time tliat soim* legisla- 
tion .should be enactcHl to put a lien it on the rates of inU‘rest demanded by 
the inoiiev-lenders. 

Marl ctiug.— The exporter makes an advance to the cultivator to the 
extent of 50 per cent of the estimate value of the crop with or without 
inUnest. Some exporters hind the cultivator to sell at a lixed pi i *^*. In otijcr 
cases, tlie financial relations of the cultivator bind liim down to dealings 
with tlie same exporter. The price is either predetermined witbmit leference 
to conditions in the foreign market, or the crops have to he warehoused 
and sold to the exporter as soon a.s they are harve.sted at the prevailing 
market price. 1'ho exjiorter rails the goods and takes about 75 jier cent 
RdvaiHsi from, a bank on hypothec-ating the railway receipt. The bank has 
the custody of tlie goods till shipment is made when it reimburses itself 
against the credit oi3enetl by tlie importer. Tn some other cases, such as 
paddy, etc., the cultivator is financed by the co-operative society, or the local 
ajajent of any mill. The mill-owner either purchases the grain outright or 
mills it on commission. Here also the hank ni<m^ become available only 
on railing the good.s to the market or to the inilw.^ 

, ■ , . . . 

There are great possibilities in co-operative efforts in nlhl^eting. ^th 
ill production in any compact area or growing a particular crop, itocaeties 
can spring up. They can be mode resh^sible for advances to the cultivators 
and col1e(*tion of produce for sale. The ^«parketing will then have to be 
undertaken by the central co-operative bamk for ifc^ lkhole area. 
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'fli® Hiitttiriiftg jmxittetw during llw? hinge td imtihtt from ilm villiigt* to tfee 
iiUHriNst iw at very mdoetive. The i^resent credit is eitlwi* that 

irf tlM» eultirator or that of the small local merchaiit who both can ill afford 
to give it. The result in marketing of product' is. thertdore., hurried through 
in order to get cash dowm. In market centres where the gomls ai'e warehoused 
tdl thcjr move to the ports or consximing centres, the lundh of luinks aoidd 
V)e availahle, but the alwcnse of any lit'ensed wai'chouse is a handicap to tlie 
Imnks as they have to exercist' u careful watch. What is rcMpiired is the 
advance of fair i>erc*entnge of prit^e to the cultivator on the security of his 
prodHc*e whicJi may Ijo kept iu Ih© cuftody of (he aholosnle distributor until 
the market is favourable. If further, a system of wareh(»nNcs is intitHlucH'd, 
it will lie possible U) raise money for the middle men or merchantjs on tho 
hypothecation of these receipts, as, at present the cultivator and the village 
merchant get practmally no credit worHi mentioning. The result is timi. 
most of the agriculturists have to part witli their goods for any pric'o they 
may bring, ownng to stringency of money and existemi' of n<i hank to help 
them. Meivsures may therefore be adopted for the opening of the agricultural 
banks in villages and one of the purposes of the bank must be to advaiu*e 
loans on the security of their piocluc*e. ^ 

As regards financing, tiu* c'ondition of foreign trade i.s mncli better than 
that of internal trade. The expuriers are themselves big capitalists and 
are supported by e.xclmnge banks with their branches at the ports. lint 
iniornal trade is fiiiaiKHMl mitirely by small eapitali,sti» siipporU'd by Indian 
joint strx'k banks and indigenous bankers. The merebant engaged in intiM nal 
trade lias nothing like the organisation of the exporter. ('onsei|Uently, the 
inland trtide pa.sst'.s through many hands in tin* course of a short time. ' Credit 
is hardly available for the movement of produce from the village to the 
lican'st marketing centre owing to the lack of banking faciliti<*s, similarly, 
ill distribution owing U) the alKsencc of hankers in small villages goods cannot 
l»€> railetl fm* delivery on puymciit. Kstaldishiin'nt of warehouses along the 
railway line and oilier village centres will gieatly help the iuovem«*nt ol 
priMliuv in inland trade. 

d. 11ie value ol lands in this taluk is as follows; - 

Dry lands where groundnut, lagi. etc., is grown rringcs bctuciMi Its. r>i) 
niid Its. l.>0 jier acre. Ciarden lands where tobacco, cli lilies, (dc.,, uri^ groan 
are sold at about Rs. 250 per acre. Single crop wet lands in tli(‘ mm-project 
area are sold at Rs. 250 to Rs. 400 per uitc, while in the piojcat area (hey 
aro sold at Rs. 550 to Rs. 600 per acre. Double crop ( rcgisteied) wet lunifi 
are sold at Rs. 81,000 to Rs. 1,500 per acre. Those are the rates current 
for sale by private negotiations. When thc.se lands are sold in (jlovernment 
auction for non-jiayment of revenue, they are purchase**] at about tlie same 
raUw, Hut when they aie .sold in execution prc>c(H*dings of a civTl eouri 
diM me, they generally <lo not fetch more than about 50 |a*r cent of this amount, 

MS the ryots have an inherent |)iejndice against sales by eivil eourts. 

f. There are no laml mortgage banks in this taluk. 8u far as I kllij|^,v> 
there is no legal ImptHliment to mortgage of land and agricultural hoidiiigs 
in this taluk. I am of opinion that the g<*neral indebtediH*ss of th<^ ryot 
call I'emovetl to a great extent if fiwilitics are given for the advaiici* of 
long-term loans at 6 nei- f*ent by agricultural and land mortgage bunlt« on 
the security of agrieultiii al lands. 

6. There are no industries on a large scale in this taluk. 

luthijemms iHinhing , — So far us this taluk is concerned the sowcar takes 
the platx^ of the iiMligenous Imuker. He advanci^s small sums on the crons 
oil cfonditiou that all the produc-e is sold to him directly it is harvested, 5iie 
cultivator can hardly expect to get the liest prit‘e under tliests cireu instances. 
Be lends on ^d,. laud, luiildings, good.s, and personal security. Tht> ititert*st 
ftccruing for tlie peril® ipf loan, which is generally short, is deducted in 
advance aud\J^ peuaity paused are somewhat harsh and usurious. These 
sewcars hav^^lir^I* .solidarity among themselves l>y hi^ng of the same com- 
munity. A“^at deal of inter-borrowing and inter-lending goes cm from day 
to day. The rates of interest are not directly influenwl hy the Imperial 
lllttiik iv^ because the »t»i>pl.v lediiahle capital is still deficient. The agri- 
eilltlml ce^mnm hw to pay luptwctm 12 and 24 per c^ent for short Wine. 
I?# MKH^t of orgaaidltl^p can brittg down the rotes uiil<Ht« supply of loafiallb 
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hi ineretuted subHtautmliy. There is abetoluiely no prejudice afimtusi 
ilietie bankor8. In fact^ Uiey form an inttepairable and neceissmry mntity 
ill the money market* Tlieir dealing with public Itave Uierefore to be regulated 
an in the cam of joiiii-Htock companies. 

Investment habit . — Tlie |>eople of this taluk are mostly illiterate as they 
lieloiig to agricultural classes. They do not therefore invest inone^ in 
productive undertakings which they generally regard as concerns u'lth a 
doubtful return. Almost all their savings are invested in gold and on land 
and when they require capital^ for agricultural purposes they fjorrow money 
by pledging jewels or by mortgaging lands. Unless a sense of security is 
created by a rigid working of the imles under the Companies Act and a wide 
propaganda is made in the villages, investments in productive concerns cannot 
i»e expected in tlie near futui*e. The co-operative banks may usefully under** 
take the ptirchuse and sale of shares and stocks with a view to educate the 
agricultural clas^ in rural ni^as through their branches and ci^eate in them 
a sense of security in the investment in productive undertaking. 

The above are iny remarks on some of the important points raised in the 
quest ionuaire and on those wliicli have a hearing on the land revenue 
administration. 


(ii) 

Arzi D. Dis. No. 857,. dated lOtb Deeeml>ei* 1929, from the 
Tahsildar, Vizagapatani. 

] — Auricalfural credit and credit fac'dities for small industries. 

1. The village sowcar who is tlie basic unit in the ultiiimte analysis of 
the trade structurt^ may be regarded as the prhuipal if not sole financier 
of agricultuie and the ryots’ social needs. Resident in the village and in 
constant touch with the ryot and his position lie is best able to acx'oinmodate 
the ryot during all seasons. 

'File rate of interest is nowhere lower tlian 12 per cent per annum and 
if the interest is to lie in kind as it very generally is, the rate will work up 
to 86 per cent. Tliis the ryot accepts, as, otherwise, he cannot keep his 
shop agoing which alone is his solace. The produce merchant’s advances do 
not go directly to the r^'ot as the city merchant lias many difficulties to 
recover his dues. He emi)loys therefore the village .so wear or some more 
responsible broker through whom he finances the ryot. Here the i*at© of 
interest is sometimes omitted, as a condition of the advance is a sale to the 
merchant at a price fixeil at a time most opportune for the merchant. 
Messrs. Parry & Co. tried the experiment of financing the sugarcane 
cixip ill the Aiiakapalle taluk directly with the growers of the cane. If there 
was something amiss hei*e and there it was due to the personnel and not 
tohthe system. Parry’s systehi, tempered with the co-oi>erative principles, 
would l>e ideal for rural financing. The Imperial Bank has no place in 
agricultural financing directly, lii the first place rural financing is not ftven 
in the fringe of their policy. The report about the bank’s financing jute, 
groundnut and other commercial crops mean that suppliers of these com- 
modities and dubnshes are financed, the producer being out of question. The 
co-operative scK*iety, though one of the most beneficent institutions has not 
touched even a part of rural credit. The ryots’ needs being seasonal the 
elalmrate procedure involved in getting a loan from a rural society on 
reasonable terms makes the ryot prefer tlie good offices of his sowcar where 
he is welcomed though for sinister reasons and his loans granted as easily 
as a Bank of England cheqiue is cashed. Lastly Government finance under 
two heads ^ Laud improvement loans and takkavi loans’. The ^ocedure 
jirescribed in the case ^ the Government loans involves unavoidable delay 
though not to such a large extent as noticed h# wme adverse critics of 
Gkivernment ineasures. With a close association of , the eo-operat|rQ institutic^s 
as the executive branch of the Government Loansr departmeii^ bet^r results 
can be anticipated. : ’ ^ 

For forming an estimate of the total amount of capital reqju^i^^ statistics 
have to be obtained from registration offices, co-operative societies^ atid the 
more communicative and less conservative among baraers. A sta|t in 



line mAy lie made by devu»iug isuitahl© imam te t iliecMl data at tKo 
ensuing cepnuH of 1931 just as eertaiu items of iuforiimtion are cjoUeotetl 
fur the use of luunietpal towns. Nine-teniiiH of the distri<‘i Jieing aaniiiidariv 
it is not possible to obtain workable data on the snbje<‘t. Rural societies are 
now grouping themselves around district hanks which are forming thcinselvcis 
into federations with the Central Urban Hank at Madras as the aiiex. How 
and in what manner, further co-oidination would Ih' poasihle when the central 
land mortgage bank a*ith Governnieui guarantee^ is in working onler I’emains 
to be seen. 

iJ. VVe sliall start Iroin the fields ami tract‘ the piogit'ss of the i>i*ofluc%’) 
till it reaches the place where it is wanted. Home eoiinucKlitii^ have to la' 
eollecrted in small parcels from village village and assembled in a et'niral 
place fi*om where commuiiications with the markets evist. Here the middle- 
Bian or broker’s agent comes in. The ])rodvi<‘e elmngt's hands either for cash 
or oil deferred payments system. The only documents eiupl<»yed art' letters. 
From thorn, the middleman takes it to the nearest railway station and rails 
it to a port where the shippers who (Muploy him or with whom he has hnsineKS 
take delivery of the prtxluee. When tlie consignment is nassed and bills 
are paid money goes back to the village througii the satue (bannels. Money 
is raised on railway' receipts and the cretlit of banks is utiliztnl by .shipper’s 
dealers on the railway jcceipis and utilized for advancing for lurther consign- 
ments. There are haratams corresponding to binulis in this ilistrict. There 
i.s not much of hundi business as is obtained in the south, I l>elieve tliat, 
unless the principle of circulating criHlit in preference to cash in all stages 
of commercial life is adopted by such means as State backing up, ameml- 
iiients to the Negotia1>lc Instruinent.s Act may m)t go far in improving tin* 
situation. The pooling and co-operative marketing principle, if adof)te<l on the 
right lines will, at no distant future, he the agriculturist’s salvation. The 
unit of area for this system may gradually be a taluk. 'Die taluk co-operative 
stoj'e will sell its member’s produce in the best market and also supply him 
with the needs of bis family and agriculture, so that the ryot relieved of 
his anxiety to market his jiroduee or buy bis daily neials can (b'voie all his 
time on hi.s farm. The taluk society will be lioth a credit and iion-<r(Mlit 
society. Ill its credit department,, the society tlirougli its group and its 
village societies finances the ryot in time having as security tlie crop standing 
on the ground to be warelunised at the taluk godowiis and sold on the ryots’ 
account at the current pri(‘€\ all profits loss of-coursc management e.KjiensoH 
owing to the memlHU*. A stipulation in the by-laws that no such swiety 
shall pay a dividend of more tlian G per cent will prevent exploitation at the 
protlut^r’s cost. The taluk godowns and those built at larger villages may be 
treatetl as the licensed godowns in America. 

3, The price of lands varies to some extent with their tenure. Inaiu 
lands cost most. Next come jirayati lands in lyotwari villages and last come 
ryoti lands in jirivate estate, the hurden of as.sc‘s8ment being heaviest on the 
last class of lands. Taking all elements into consideration, the price of land 
may safely he put down at 15 to 35 years’ purchase. 

gale of land by private n<»gotiation is always tlie best from the seller’s 
point of view'. Pri(;es of sales in execution of court df'crees are always 
artificially kept down a.s far as pos.sible under the following circumstances; — 
The sale frequently is held at the oourt-liouse where the value* of the land 
is not know'll w^ell except to the decr<*e-h older hriiiging tJie land to sale. In 
court’s sales, lands are very often sold subjec t to mortgages, the d ecrec^-h older 
lieing cme of the mortgagees. He has an advantage over other hiddeis in 
^at he will not be required to deposit, on account of his hid, more than 
the excess over the decree debt. Lands brought to sale on acc'ount of arrcnirs 
ik land revenue or estate rent are frequently of inferior quality. They 
do not thei*ofore feU*h a high pric*e. The price i.s also put down by the influomo 
of the local village officials and neighlKniring landowners who try to have 
tl^ lands sold aWay just for the outstanding dues thereon. 

4. No, No. 

1 lyn in favour of the lines in ifMch the proposed Madras Laud Mortgage 
Bank^is run being given sufficietit trial lief ore other forms of banks arc 
thoti^t of. As things stand at present, dejiosits diould he the last source 
of jUnance to the bank; for it is only the rich and enthusiastic co-operator 
tliat wot^ put in his money. It is only iieople who, for reasons of sounq 



fittttneo, are witU a hieady iia>tigjh Hina It return that aee their way 

W citeiKieit in the hank and their nuiidier i» not very large. Every l>ody witit 
a little npare c^h iuHtead of putting in bank and in realising national 
finance wishes to make it go a long way by lending it htuiself. At least for 
some time to come, i.e.y until banka can stand on tbeir own if»gH, it is desiriible 
that delieiiture bonck ^oald carry Government guarantee both for prinetpnl 
and interest. The pillion of Government in the credit worlci is sufficient 
guarantee for minimising fin uncial risks. The ordinary provisions of law 
for tlie recovery of civil Imbitities and the suiiimai’y provisions of the Revenue 
Jlecovery and Rent Recovery Acts are ample provisions against losses to 
Government. Moneys that may fall due to Government under this banking 
system may lie made recoverable as if they were €h>vernnient revenue. 

5. Just noa% rural reconstruction societies started with the co-operation 
of the Registrar-General of Pnnebuyats and the Godavari K<‘onoinic Committee 
are doing good work on tlnMic lines. They have l)etter chances of collecting 
ac*curate information contemplated by tliis qu^tion. I learn that 
Sir A. P. Ptttro has gathered tigurcs of the economic condition of people in 
tw’o or threo individual villages in the Gaiijam district. I know or no suc*}i 
workers in this district. 

0. Rico luiiling us a home industry is pructically beiiJjf’^Bplacod by the 
in ill- industry. Even in snuill villages mills arc establislie^apjid householcler.s 
resort to thorn for iiiilling domestic lociuirciiKMits on jol>-w)rk lines. Gur 
making is not carried on as a subsidiary industry but only as a necoHsary 
adjuiKt to sugarcane ^gJCCjw'iiig. The class lorrospouding to the Khandasaris 
of Northern Tticlia^^lind. nugar-iiiaker.s in Gaiijatn is unknown here. Even 
tapping palm trees for^swoet toddy for jaggery does not exist liere on a 
commercial scale us it does in Tinnevelly and at Nidadavolo, though millions 
of ])alm and date trees are available for tapping. Trained tappers may bo 
iniportcxl and tliis industry developed both on the cottage and industrial 
scales. Now, palm jaggery is mamifuetured only for medicinal and chewing 
purposes. 


Dairy farming on scientific Hnc‘s does not exist though many of the ryots 
maintain at least one milch cow or hnlfalo wdio.se produce supplements tho 
family income, This may be organized in groups of villages suppl^ying 
neighbouring tow'iis w’ith milk and liy-oroducts on the Iri.sh and Danish linos, 
i.e., ro-o|>erative milk producing aiul marketing societies in the liegiiming 
aiitl not dairies on modern lines which are worked mostly for butter. 


T uiulerstand by garden produce market gardening. Though every farmer 
grows a fewf vegetables, they are neither on a field scale nor based on any 
|»rincipb*s of rotation. It is only in the Anakapalle taluk and in some villages 
in the Vfzagapatiiiu taluk like Yaruda, Alltpuruin mid Dondaparthi, that the 
Gavara has developed market gardening. Tliis deserves to Ik) organized and 
developetl on an extensive scale and here is a field of ])rofitabIe occupation for 
the edm^nted tmemployecl. tho question of suitable laud lieing solved by 
Govenuneiit in co-op«ratifni with zamiitdnrs. Cotton is not a staple crop in 
tliis district, and ginneries are only hand gins. ^ 


. There are no augur refineries in this distiict though the Rayaghada 
the valley offer excellent facilities for this industry. 1 am 

valley may also lie a useful addition' The report of tho 
special officer appointed for the Agency may throw 
niMitioidilf on the subject. Except in Poudurii and neighbouring 

villages n^d at Kailasapatnain in the Golugonda taluk hand-spinning is not 
<!arrteti t>» on p reluunerative scale. Short references regai-ding methods of 
iirmt^venienis rmre ah'eady been made in the above paragraphs. Silk rearing 
imila lac pnodnetion nlay be mentioned among the enterprises that may be 
employioents to the farmer during his off-season. ‘Co- 
pp^ative he,J»ad^|»^jmpply the ^^ar^ for this enterprise. 

Money is lying idle m smalUifUj^ and whin pooled for financing known 
local industries it would l>e the otit xnothod. 

6. (a) The fishing iu^sTry of deserves or^dt^izatioxL and 

developinent in view of the hinterland that would he 

opened on the complet^g# of the And Jeypore lines. At presmt,. 

dried salt fish are sent ^ far as Kalabandi and if the preseiwatiott is on 
the right lines larger markets can be ei-eated. Fishermen may be tau^t 
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oonvert stuplus futh iuto oil, ratioB fish iu(o iiMuuro «nd suoh other by 
uulustriee eesocieted with hsliiu^. The oxiioi'inieiit of ovster itioy be 

tried end the neeroewi of the (.'ak-uttn and Madras luarkets may la> taken 
AdvAutpttjge of. PrejpiU'atkiii of iicti; Iruu); alnioest mii instinct to iocni hdbtir* 
uiea 1 U 4 >' be iutpravod aud the c*hiidi*eii an tiUtenaieii st'iaools tnot'e advan- 
taaeouftiy taught the prepau'atioii oi teiiniK and fuiduiiiaion nets, hauHinr him! 
iaaies* net ba^, hammocks and aholes than KuUiects aw*)) are ol no practical 
use to them in their evei^y-day after-life. 

Haudloom weaving may be plaml on mort» suliataiitia) lintH. by rt^ilacing 
the present baiidloom by the iiy-shuttle loom and establiKhing central 
aarpiug mills so Uiat the laiger jiortion of the time now Kjwnt by the weaver 
and his family for preparing yarn lor the loom may be UH4*d in ac tual weaving 
and his income tlius increased. 

Keply to question 0 alnive may apply emli c»f tbem* industries dealt 
with ill quest toil 6 lo). 

7. Indigenous banker look's with suspic'icut on all co-operative* moveuxuits 
though tlieir growth dcH\s not appear to have affcH U*d him to any appro 'iahlo 
c'xieiit. .\c> indigenous bnnkc*r had so lar tt» close liis businc*ss !><*c*aus4* cif 
c*om[)etition iv ilk ^M^-opera live banks. The* Imperial Hank is not renchu'ing 
all tJiat hnanciai l^istaiui' to cc>-o|M*rativt‘ banks wliit'li a Htale-ivicU'd hank 
is o\p<.H‘t/ed to doL 

There uih* no joint-stoc‘k companic's in this district. J niu in favour of 
the c'xperiment being tric^l. 

7 /.- J ndiifvnoitH hiiuln44j. 

1. There arc* more nu)n('>-l(‘n<lc‘rs than bankers unci Ibc'y lend money on 
D.P. notc‘s, mortgages, f)lc*clgc'.s niicl sc*<*urit\ ol c*rops. Some* ol tbe^ bigg<*r 
iMonc‘ 3 '-lt*n<ic'rs esf)c*emlly in towns deal m gold and silver bnllion. 

2. So iar, the indigenous banker is the only friend of the larmer. lie* 
is hand,\ and he acc‘oiiinioduti‘s < iistoiiicrK in ait seasons. 

d. We have no indigenous banks in this distnel. 

4. ltec*eiving deposits in^tlu* ordinary banking systcun dcK*ft not ^xist 
except in one* case, viz., Ilaugbmnil Snliuear of X'iiiugapataiii. The otheitc 
liorrow nionf‘y at lower ratc'S ol inicM-est to augm**nt theii' capilal and so 
theses c*annol be treated as deposits. There* are no credit instrumentR iu 
circ-ulat ion iii the district c'xcept tlie baratam wbic-li gcmenilly is in a Icttcu* 
loriti. 'J1jc* material porticiii ol a baratam is woiiIcmI thus ^ ^ 

eSr^Oji' tfXcoo {fr 7^^00050 sin 

Translated into Kngliidi it runs tbns*— “ l*lensc* pay to \\n. 

on €k*ttiand and debit to onr ac'csniut.” 

5. Haugbmnl] allows 4 jier ec*nt inU»i<*st on deposits made by eonutituenU. 
it ^on’t pay him to allow a lijgher rate* ol interest on dopoKitR as he adVaiUH^ 
loans to spc'cial and reliable lMirrow<*rs from him at 0 |>i*r cent per annum. 

0, Please see answer to simibir <|uestioii uneJer' Part 1. (>hceW0r 
witli the least encuinbranc^c* ol proc^urc* rendered in tiiim Woqld^lWirtllirtiy 
make tlie ryot a more «elt-i*es|KM'tiiig man. Huch credit ccnitd ibpirad 
him only by tin* co-<#i>eratire iiiovcuneiit. ^ 

7. The p(»ople have no jirejudice for the intiigemoui banker«^ulthoii|;fh thoir 
traimactions w ith the )>orrow'er« are ac'riiiitiijBed' in court* W'itli suspicion apd 
jealousy. These bankers are suffk*iefitly prot#c*ta<i in liMC. banker litr^, 
always allowed his stipulated trills so tar as they <h) not cowtriw^e express 
provisions of law^ or princk^jis of equity^ gad go^^ conscience. 

The t>orrower h not a position ’I© iWctate terms to his hanker. 

Tlie latter has therefou^^pportunitief to Min adiyantage over his borrower, 
wiiile appearing to be obugiiq|*» Tbjllll^Mk9^tt*^taf^ior tlie lairrower is more 
prominently seen in the Agfi3by.lha€ plair» iKirtioii of the district, 

in ilie Agency, snlfieieitt remediRLXxt started by the enactment of the Agency 
Intend and Land AHonaiion AA of TM7. The pfOiEQiied Usury Act for the 
plains may provide the same safej^aid for this portion of the country. 
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8. Money-lending and borrowing being transactions aotnated purely by 
personal motives and interest, no steps would be possible to give larger 
facilities for one class over the other except by increasing the supply of ciieUp 
credit and thus compelling the money-lender to behave more reasonably 
towards the borrower for fear of losing his custom. Any legal enactment 
abridging the money-lender’s facilities to lord over the borrower will natu- 
rally not 1)0 palatable to him and he may view it as an interference with 
personal rights. 

0. Tn spite of the undue advantages available under the existing condi- 
tions to the indigenous hanker the returns to him by way of interest are not 
much larger than the dividends paid by the joint-stock hanks. 

10. No Hiicli hanks. 

11. Well organised joint-stock indigenous hank nuiy be given the same 
facilities as the Imperial Bank which may not he given preferential treat- 
ment; for, special treatment given to one sort of hank over the otbei*s 
connotes in the eyes of laymen specdal status and security and depositors 
flock to it, though people that know luinking methods treat well conducted 
jont-siock hanks with the same respe<t that they show to the Imperial Bank. 

Yes. In granting ere<lit loc'al hranehes witli local directorates would he 
more wary in their transactions and thus inspire confidence. 

Experience of actual working when started will show how competition of 
such a hank with indigenous hanks could lie avoided. 

12. No, Owners of large amounts of money never find diffieiiltj’ in find- 
ing horrowers. On the other hand there is scope for more capital if it flows 
into the district to finance agriculture. 

No. 


llh — ! nvesfment huhit ami affmvtwn of capiial. 

Penny savings hanks run by educational institutions would stimulate in 
the young mind a desire to save what otherwise would go to the cigarette 
and^ chocolate shops and other odds and ends of children’s luxuries. The 
home savings hank system prevalent in Europe and adopted by the Central 
Bank of India is another means of encouraging thrift. Compulsory 
insurance of all wage earners is also a potential means of encouraging 
thrift. 

The Imperial Bank with its two branches at Vizagapatam and Vizia- 
iiagram, co-operative societies and indigenous hankers are all the existing 
hanking resourcies in the taluk. The post office savings banks is so far the 
most popular and widespread institution for encouraging savings and invest- 
ment luu)it. The Government provident fund and provident funds managed 
by local bodies and railway companies also go a long way in encouraging and 
enforcing thrift. Life assurance companies may also lie said to lie institu- 
tion* encouraging thrift, for, if the assured lives sufficiently long, he will 
hiipself reap and enjoy the benefits of his prudence. The benefits of war 
bonds as instruments for encouraging thrift are not quite well appreciated 
by country' men. The traditional Indian habit of investing large amounts 
on gold and silver ornaments still continues though there are tendencies 
among educated men and women to lessen this tendency. 

2, Postal cash certificates are not well resorted to. They pay an interest 
which works Ujp to only about 6 per cent which is not very attractive. Exc^t 
in the case oi remote villages the saviug| hank has proved a vei*y useral 
- institution for small savings despite the fact that it pays n low rate of 
interest. This is accounted for by facilities offered both for the deposits and 
withdrawals. The system of withdrawal by d^ue as adopted by some of 
the joint-stock bankers in the of their Savings bank deposits will be an 
impiovement on the Goviirnment and^^rould popularize it. All pro- 

fessional people, Government and Private cfmidoyees and to a certain 
students resort to the aafings hank. The offer of a higher rate of interest 
and also the withdrawal of a maximun!^ rule for dejmsits may attract big 
merchants to make short-time deposits. 
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3. The existing facilities for the purchase of Governiuent six'iiritios am 
quite enough. 1 would encourage the r>’ot to join his rc«our<»e8 adih the 
ethoperative movement. The safest form of investment in a ryot^s view is 
the purchase of land in his vicinity. Them are no ftnaneial agencies to give 
facilities for the pumhase of securities other than Government's. The ten- 
dency among persons getting larger incomes is to invest their surphis in gold 
or in the purchase of immovable propertiee. In this (*onnexion it may lie 
nientionwl that the restrictions placecl upon public servants investing their 
iitoneys in real prof>erty give rise to many lienaini transactions which fre- 
quently result in disappointment and ti-ouhle after the real ])Urchnser liecomes 
free from these restrictions. 

A farmer does not frequently lend exmpt on the se<‘urity of land with a 
possibility of forotdosing tlie mortgage. When there is thiH possibility, he 
M'ould even lend money merely for the annual yield of the lainl. 

4. Tho opening of current a<*counts has hw'ome more popular. This is 
widely known only in towns. The Imperial Bank is so far the only hank 
that does not allow interest on current deposits. The abolition of stamp 
duty on chcxpies has withdrawn a penalty on investors withdrawing their 
own moneys. The State-aided Imperial Bank will affording lietter facili- 
ties for current deposits luid. with it. the ch(*que system if it offered interest 
upon them. 

Under the social and economical conditions prevalent in the district T am 
not in favour of adopting a system of paying Government servants by 
<*heqnes. The Indian Bank at .Madras has with advantage adopted the use of 
vernacular scrijjts in hanking. 

5. Yes. The habits of living among Indians is the sole cnu.se of it. Pro- 
paganda by Government in regard to Govornmont loans for capital expendi- 
ture may l>c a wise method for educating the people of the country to invest 
theii’ savings in producti\(‘ undertakings. The jir^K'lunaUas oi llu' mnv 
temperance hoards and the workers trained by co-o|>erntive institutions would 
ho valuable parts of the imuhiuery to he employed on |>ropngandn work of 
this nature. 

The opening of new branches of the Imperial Bank of India in recent 
years has facilitated trade to a large extent. This has had also a salutary 
effe<*t of leducing the cmnciit rate of intcicst on gold loans rais(M! for pctly 
and short-term purposes. 


(id) 

('opy of arzi H.C’. No. 1070/2f>-F, dated 12th Oecemher lf>20. from the 
Tahsildar, V izianagrani. 

ffiHnw /o/ pun pp:t.i.t )iu n •/ 

Uan/.iiuj and rurnf itnfrhftt/ itrHs. -T)w agricitftiirivt in this district gets 
his funds for all purposes gCnerallv from sitwviivs scattenul in iniport'ant 
viliages at rates of interest varying from 12 to 24 per cent. The rate will be 
les.s when land is offered as s<H‘nr:ty. In recent years, a few of the villagers 
are drawing from <s>-opcrative hanks wherever such hanks have come into 
exi.stence. The sfiwcar advances money to the ryot at the interest ahoie 
referred to and takes interest in the shape of grains during the harvest 
sinisons. At the end of the year, there is what is <*aMod a * iiivada ’ or a stdllc- 
meiit. and the ryot is made to understand the* balance due to the sowcar. 
Further twivam-e is made sometimes and it l)©conies a never-ceasing debt, 
Generailv loans are given liy on pro-notes. In some cases lands and 

jewels and houst^s are also given as s^urity. Standing crops are not offered 
as security. The periiHl sHinihi ted is generally one year i^nd the loan is 
repayable in mo.st a.ses during the harvest seasons. The Inifterial Bank 
assists large fiimis hut is nseleas for agriculturists and for the removal of rural 
indebtedness. Co-of>erative lianks are just coming into existenf^e and, where- 
ever i^ilities are offered* tlie ryote make use of the banks. A« regains 
Htate^id I may mention that the district as a whole is aanitfidiiri barring 
a extent.’ State aid is alwagrs given whenever applied for so far ak' 

agrtcuUural }»urposc8 are concerned, tn regard to loan* for the Imprcrremnnt^ 
of lands I may mention that the estates are not maintaining the land records 

164 
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jRTid rocfortls of rights properly. The estate records are generally tinperfecd 
and it is not possible to say from the records who the actual enjayer 
ij8 or who the pattadne is. As far as possible loans are advanced by Goyem- 
m^t. The total capital required to relievo the rural indebtedness ui the 
Viaagapatani district as a whole would on a fair estimate be a}>out 60 lakhs 
of rujiees. For the V^iieianagrnm taluk a capital of about five lakhs will be 
required. For a long time to (‘ome the only way to relieve the rural indebted- 
ness is to extend the rnra! co-operative hanking .system and to popularise it 
in a large measure. No other system is .suitable to the country at present. 

2. A/drkf’tinfj product '. — The main system i.s this: The merchants go to 
tlie villages and advance rnone^' to the ryots long liefore the protluce is ripe 
for harvest. The ryots enter into a contract with the merchant to delivec 
the goods to him at the time of the harvest at a rate fixed locally called 
' tlie Sahnkaro jai<* After tin* ljarv«‘st, the goods arc* carted to the <eiitral 
Miarkct wliirlt in tliis district is largely Vizinnagrani . From lliis the pr<Mlucf' 
is exported to the various parts of iiidia. This is the marketing practic^e. 
In a few cases the ryot himself takes the goods to the market and sells 
tliom. During tlie harvest season the hank and the hankers assist the mer- 
chants hy advancing loan.s. FTundis are restri(‘ted to l>ig wholesale merchants 
and they do not play any part in the rural trade. The present practice of 
marketing g»¥Kls is excellent and has no detects. 

3. Vtilue of loud. — The value of an acre of wet land in this district may 
he put at Its, 500 and of dry Its. 100. f mention an average. There are 
wet lands costing Rs. 1,000 and more. Tlw^ chief fm^tors affecting the value 
of land are not peculiar to this district, Tliey are facilities for irrigation, 
jKS'irness of luaiket and coimnunications. Theie can never he an apf)rc‘- 
cialde diftVuence in value fietween lands sold in Government auction or in 
execution of court decrees or obtained hy private negotiation. 

4. There is no legal iiupediment to the mortgage of land and agricultural 
holdings. Tliore are no land mortgage hanks or long-term credit hanks. 
Such hanks are iinnecqi^sary to relieve the rural indeh'tedness. The country 
is essentially agricultural and hy no means industrial. The rural co-opeiative 
hanking systetii requires expansion. 

5. 1 just had an eiK|uiry in a village called Nadupur in this taluk. It 
may he called a typical zainindnri village with an annual assessment of about 
Us. 5,000. In this village there has been fair crop during the last five or 
six years. In the whole village there is a debt of about Rs. 28,000 raised 
from sowenrs and about Rs. 6,000 from the lo(nl rural hank. It is ea.sy to 
obtain a faiily accurate figure from the village officei's. The principal reason 
for the de!)t is payment of earlier de!)t.s incuirrod during the days of distre.ss 
and for <*x|)enses of cultivation. In a few cases litigation has also heen the 
feuse of indebtedness among the ryots. 

0. There are no indiistric.s worth juentioniug. Rice-milling is getting 
slowly into villages. "The ijouiitry i.s not yet fit for large industrial develop- 
ments and any attempt in that direction will he a waste. All efforts should 
Im centralized towards the improvement of the agricultural resources of the 
country. The ryot is not idle at any part of the year to give liim other ooeu- 
pation. During the little time when there is no crop on the land to require 
his attention he has to repair his house and cattle-sheds and has to secure 
manure for the lands. He repairs the bunds also. 

0-A. There are small industries in almost every village. They are e.ssen- 
iially weaving and metal work. These |)rovide mostly for local requiremeuis 
and tlie particular classes engaged in them take their goods to the market 
also. 

71. — InddgenoHfi hanking. 

There is no indigenous bauking at all in this district of the kind specified 
in this section. * 

7TI. — I)} vestment hnJdt and attraction of cajdtal. 

The existing resources for investment are advances of loans on morlgage 
of lands and fixed deposits in banks. There is no difficulty to find suitable 
investments for savings. The ryots have no idea of investment in gold and 
silver. The postal cash certificates are popular only with salari^ servants. 
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The postal savings hanks are also only popular with salaried servants. Tli#* 
Post office system has no comiwtition with any otlior system of banking. 
The ryots invest their savings by advances to other ryals and also accredited 
merchants. The idea of cheques and the Imperial VlaOk ait* not yet under- 
stood by the people at large as 95 per cent of them art' illiteinte. The only 
way of iui{)i'oviug the ‘rural conditions in to nitioduc^' luoix' co-operaiivi* 
banks for villages or groups of villages. Thest* will ix>inove the tyranny of 
the sowears. Aliove nil the ryot will reivive an edu«‘Mti<»n in bunking. 8ucb 
banks have lieen very popular. When the simple banking system is under- 
st<MKl by the i>eoplo they wull themselves clamour for tlic improved banking 
systi'ms eouteininaUHl. The c-oiintry is agricuUurul. The peoiile are illi- 
terate. It is premature to think of productive undertakings or industrial 
developments. The local industries will no doubt ixuiiiiuie to thrive if rural 
hunk.s are opened and facilities affonled to iheNO classt*s. Uig l>unking 
r<incct ns are uiinei’essarv. 


Copy of aiv.i fi. j)is. No. ‘UUVi dated 7lb N»)vcinluv from the 

Talisdclar. SarvaNidtlb i. 

Most of the (piestions relate to snbjtH’ts which have no bearing on agrf- 
<*ultural <-oiKlitions in this tnlnk. f tou<*h holow’ only such matters as afiec! 
the routine of agricultural life iii the taluk so far as I am aware. 

2. Loans are raised for meeting cultivation exi>cnst*s. 1’hc moneys are 
advamvd by rich ryots as well as professional money-lciulcrs. Cash loans jire 
given at intert'st rangings I rom tnu* rni»cc (o tuo i npci's pei' mensem per 
according to the var 3 *ing stringency of the needs. In several case.s, the 
money leiideis enter into foiwvard c(mtra(‘ts for repayment in kind. When 
tile harvt*Nf is gatlnned in. they go and I'olieet tlu'ir imme\ ‘s w(*rlh in kiml 
on tin? ihre.sliing-floor. The interest when reduced to eash w’orks U|» to 
nearly dO or Ml per cent per annum. Hut the ( iiltivating ryol pnders this 
mode of repayment as it seems to him to 1 k‘ more easy than shelling down 
(ash which a(*eording to him is (Urartu* than grain, in fumilii's having man.v 
adult memlH'i’s, a lew r(*main at Imim* att(‘nding to cultivation, wliile the 
others migrate to Kang«H)n and pay off these debts l»y the savings of thidr 
lahonr. Had seasons liave d<*pr('ss(*d tinnn v<‘t y mm li and ( oiiMspu'iitly i lu* 
ryots are rarely onl of ilu' ehitehf's of thc' mone> -hmdm , 

‘1. Of'dinary ryots do not aelii<w'e mneh in the direction of improveinenf of 
land. The more w'<*ll-to-do ajiply for takktivi loans not heeaiise they cannot 
afford the bill, hut l>e<'ause Government advances jiioiieys at a very low rate 
of interest, wdiile their own capital fetclies usurious rates elsewhere. I thinJi 
it is time that takkavi loans are harred to the rich ryots. 

4. It is not possible to estimate eorrectly or eveu a|»pro.vinni1ely the 
aimmnt of capital rcipiirial. II loans are given TWs^ly, tlicK' is demand up 
to lls. 10 or 15 thousand every yiaii . lint the security olfeixsl is ofU'U very 
shaky. Nor ar<* tin* borrowers endow (*d w itii ^ high standard of pulilie 
holiest Hroniiit repayments are iiiikriown a. id coercive measures liave 
very freipioiitly to l»e resorted (o for realization of moneys advanced. 

• 

5. In a majority of t-ases the ryot horrown money from j)rivaU* ugtunry 
on pro-notes or patidiis. In a few eases he borrows on security of land also. 

(5. Markeih\(j . — The iudi vicinal ryot does not take his produee to markot. 
'rite tradei-s go to these iwople. purchase the st<x'k and dispose of it in the 
niarkeis. The ordinary ryot prefers this, as it will save hint the w'orry of 
<*nrtiiig the produce to u distant place where he may after all )m hrowlwateii 
or duiH*d. Hut he posts himself with information regarding the trend oi 
prices. The trading purchaser often gets rid of bis stock even if lie gets 
an excess of one or two aniuiK per hag over his cost nrice, if he is wary, 
»S|MKnilatoi‘s wait for a big deal and take ehiuices w Ith tiny Auetuations of the 
market. 

T|^ ryota never resort to banks. Hundis and such like are unknown. 

7. Vitlue of hind, — V'aiies according as it is wet or dry, inam or jirayail. 
li alto depends on distanjco from ectninanications and efficiency of ii^gaiion 
sonnies. The l»est wet lands (Oovei ntiient) sell at Itetweeii 009 and 



[<». 1,000, i.e., laiidii under unfailing irrigation soureefi. Inaiiit» sell a little 
higher us the rate of assessment is more favourable. l>r>' lauds average 
between 200 an<i Rs. *500 per acre. No sharp distinction can lie made 
iMJtween private sale, revenue sale and court sale. Pric*es feU^hed dejjend 
on the ainoimi* of competition, nearness to previous holdings and quality of 
land. 

8. Land mj^rtgage banks . — There are none in the taluk. There used to 
he a C^-operutive Agrieulturul Hank at Yellamaiichili ; hut it did business 
only for a few* years and then went into liquidation. Eager to borrow, the 
ryot is none so eager to repay. As I remarked already, the sense of public 
honesty possessed by the ryot is low. Hence for advances on mortgage 
mere statements and asst»rtions often ])rove dangerous. EncumV»rance certifi- 
cates fi‘om the Suh-Registrar.s’ offices are ne(*es.sary for verification of the 
soundness of the security offered. 

{). I ti(h:htt!(hH‘.ss of njot. — Unfortunately theie has been a series of bad 
.\cars since 1917. Tlie monsoon.s have failed peisistently. The ryots’ u.snal 
burdens have increivsed. It is the curious irony of nature that the poor man 
breeds in a prolific inaiuier while tlie Well-to-do and the pampered is less pro- 
dut'tive. Increased family burdens, improvident expenses at marriages and 
innerals which are ordained by custom and tlieiefore indis])en.sahle. bad 
harvests, increasfHl cost of living have all contributed to the indebtedness of 
the ryot. Tlie debts are incurred mainly for existence. Not a fraction has 
been utilized for purchasing imi>roved agricultural implements or adopting 
up-to-date methods of agri<‘ulturc. The ryot clings to the time honoured 
and anti(iiiated methods of manuring tlie lands, tlie age-long devices for 
ploughing, et(\ The exliansted and ill-recnperated ‘soil has also deteriorated 
in its jjrodnciiv^e capacity. The mure cnliicatcd classes are not the land- 
owning classes and they look ui>on agricultural life as infra dig. The smaller 
ryots have in many (‘ases succumbed under the weiglit of adverse cirenm- 
Rtances deserilied above, and have become labourers on farms which they or 
their parents once owned. 

10. J nrnsttutnl itf arnun ttlafed rash. — 'Die* ricli may broadly l>e divided 
into two groups — (1) traders and (2) landowners. The former speculate and 
add to tlieir wealth or founder. The second class ccmtinuoiisly absorb smaller 
holders and lieconu^ more and more extensive landliolders. Afy own inijircs- 
sioii is that very few people among these classes go in for banks for invest- 
ment of capital as they do not pay quite as mucli intert\st as they can get 
l)y the practice of usury. 

On other points, J liave not got any suggestions to give as I am myself 
not very w'ell informed about them. 


(v) 

(’opy of Arzi I). Dis. No. 247;l/29-A-l, dated 9th November 1929, from the 
Tahsildar, Golugoiida taluk, Narasai)atam. 

/.' A giit ultifriil credit find credit faeilities for small industries. * 

1. (^a) There are professional money-lenders (mainly Komatis) in molt 
of the important villages of thi.s taluk. The average agriculturist obtains 
finance for the expenses of cultivation, for improvements of his lands and for 
other special needs by taking loans from the money-lenders at rather high 
j-ates of interest, varying from 12 to 24 per cent per annum. He repays 
the loans, generally in the shape of grain, after the harvest season. The 
loans are taken for the most part for one year on the security of the cro|>s 
or the lands of the borrower. Sometimes, there is a stipulation to the effect 
that a fixed ciuantity of grain should lie given away to the lender soon after 
the har\’est season by way of liquidation of the debt, wholly or in pari. 
This is advantageous to the lender as the money-value of the grain is fixed 
iHjforeliand at a comparatively low rate. 

(h) Government have been assisting the agriculturist materially by 
granting loans under the Land Iinpi-oveinent and Agriculturists Loans Acts. 
The rate of interest was recently i*edueod from 7i to per cent per annum, 
and this reduction is likely to make the two Acts more popular. But the ave- 
rage ryot still prefers to seek the help of the professional money-lender as he 
is ready to finance him whenever nec^essity arises. Government loans are not 
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the piiiuliuit puyinent of the loan-instahnenis aiul attneh and nell \^he Ihutow- 
cr's jjroperty in case ol detavdt in the payiiieiit ot even n single ifl?ttalineut . 

(r) There are very few ei>-eperative credit societies present) in 

this taluk and they are not so ponular as they should Ik? owing to general 
ignorance as to the scope and ntility oi the vo-operalive credit movement. 

2. The principal intips (paddy, vagi and Uihucco^ are sold to the ineixdiants 
(inainly Koiuatis) hy the ryots. The jnerchants tranK|»ort the grains, etc., 
to the towns in this and the adjoining tainks (NaraMipatain. Tniii, Anaka[Uilli, 
etc.) and stock them in godowiis tor sale, ’l'lu‘ minor agrn tiltnral profiucts 
are consumed in the villages tlRMiisclves, or taken to the weekly shandies in 
the neigh hourhood lor sale. There are no hanks in this taluk, and the tH>- 
opei*ati%e movement is still in its inlant stage to he ot material help in 
iiiarkeling agrieultnral pisnlnee. There is seojH' lor tnii>rovf*inent in this 
«UrtMtion. There is no trade with t)ther pmvinces or with disiunl district, s 
in the presidency, and tlie hnndi >vstem is not in \ogtu‘ in this taluk. 

'k The value ot land varies from Ks. 1(K) to Its. .UK) per acre dry and 
i I'oni Ks. 400 and Hs. 1,000 p(‘r acre wet, iU’cording t(» tfie nature ot the soil, 
the tenure ot tlie land, the irrigation tacilities availalilc and the pi-oximlty 
to towns. The value ot land .sold in (jov«*rnment amtion and in execution 
ot Court deeree.s is generally less than that sold hy jirivate negoiiation a.s 
vahialile lands are perhajis seliloin brought to saU* otherwise than hy private 
negotiation. Insiithcient advertisement ot tlie sales and comliinal ion auiuiig 
the interested jiarlies also account tor the low prices at am tion sales. 

4. 'rhere is no real k*g:il imptMliment to m(>itgagi‘ ol hind and agricultural 
holdings. I may however invite attention to Kule XXI i>t tlie Ki*visetl Loans 
Hiilcjs a<*eor(ling to whicli the ohjiTtions, it any, ot the proprietor have to 
ho CHinsidered before granting a loan ninler the Loans Acts. 'I'here are no 
Inink.s ill this taluk. There is no clear neees.sity tor an agricultural mort- 
gage liaiik. 

o. I'here is no recoifl showing the (existing indehledness ol tlie agriculiiinil 
ela.sses in the taluk, 'rin* rec ords ot tlie K<‘gist rat ion (h’partiMent have to 
Im consulted to toiin an estimati? with reasonable accurac\. I’lie rates ol 
interest vary from 12 to 24 pci cent per annum, us alri*ady stated uhov^e. 
Compound interest is also charged in .sevmal cases, and suits are liliHl for 
enforcing the jmyinent ot debts. In rare cases, the lands arc taken posBCHhiuii 
ot hy the mortgagees on what is known as the ‘ Khnndagiitta ’ Kystein accord- 
ing to Avhicli tile debt will he extinguished automatically alter a certain 
period. Generally speaking, it cannot he said that efiieient farmers an? 
Iieiug turned into tenants ow ing to the enforcement ot old deliis. 

0. Hand-spinning whicli is practiially the onlv snhsidiary indnstrv allieil 
to ugricnUure is carried on to a small extent during the off-seuson and the 
yarh is .sold to prote.ssional weavers in shandies. Agriculture is the main 
(XKfcipation of tlie peojilc, and they arc not likely at present to take np any 
eiitcrprisi* ot the Kiml suggested, owing to their conservati v(‘ Uunpejament . 


111. — J nvftfiiintui hnhii nud atirachon oj capital. 

2. 'Phe ryot po|»ulation invest their savings in the i>urchascj ot lamls and 
also ill gold and silver. Small investineuts take tile shape ot gold and silver 
ornaments as a rule. U is very rarely that cash is hoarded without any 
investment. The posUil savings banks alford all facilities to the public, hut 
it is only tiie educated iniddlo classes that resort to such forms of invi^st- 
ment. I^ost office ca.sh certificates are not, as a rule, imrchoscd hy the rural 
population as the advantages are not understood hy them. In course of 
time, witii the afi.'Mic*e of education, the savings hanks and the ca«h oertili- 
cutes may 1>ecome more popular. 

3. *WelLto-<lo agriculturists lend to their fellow-ryots on the ordinary 
terms and no s|>ecial concession is allowed in regard to the rates of intereat 
and terms of repayment. In a pro.<ifK?roii.s year, the surplus mohey is used 
for purchasing other lands, cattle, or gold and silvci ornaineuts.' or it is 
lent to oilier ryots in need of money. 
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(Vi) 

( N»|i.v of A mi L. Di?*. Xo. 402/29, duUnl 13th XoveinlKM* li»29, froni the 
^ Tahsildar, Viravilh taluk. 

/. — Affricultural rmtii ainl credit fadlifies for small industries. 

The ttgrieultuiiHt« of Ihi.s taluk who are in need of money lor expeusea 
during eultivation seaison for permanent improvement of their lands and 
for other s[>eoial needs, generally obtain money hy liorrowing either from 
sowcai'H or other well-to-do pattadars in the village or from eo-operative 
societies. lioans are also obtained from Government for improvement of 
their lands and for puirhase of cattle, et<\, at per cent per annum. But 
this is not often resorted to. 'Flie rates of inteiest charged hy the sowcars 
ami othcj- pattachirs vary from 12 to 18 per cent on tlie security of goods or 
croj)s on tne land or on simple puddus atx;ording to urgency. Co-oj>erative 
societies in big towns are liciping the rural societies in villager in lending 
money at 9 per cent per annum on the secui ity of persons and they are 
gradually spreading in important villago.s of the taluk. The helj) from <*o- 
operative societies has not yet reached to all the villages of the taluk. Loans 
aro generally taken by ryots for a jM*riod of one year or less and it will he 
Ii(iui<lated after the crop is harvested and sold in the market. If loan is 
given on the security of crops or on ))addus a condition will also he inserted 
that the borrower shotild give without, money interest, grain at 2 or 3 
munikas per rupee in excess of the measures sold after harvest of the crop. 
Tht) total amount of capital recpiired for the various ])iirposes dining agri- 
cultural season for distribution to poor ryots, will he alxiut ruj)Ces two 
thousand lor each village and so the formation of co-o])erati\e credit societies 
at least in inn)ortaiit village's is ahsolutely necessary in order to freely dis- 
trihutc to needy persons on their personal security in addition to the secairity 
of another resident of the village after ascertaining the solvency or other- 
>\ ise of the lM)rrower. 

2. 'riie [oincipal crops of the taluk arc lieing taken in country carts to 
Anakapalli where tliey are sold to merchants. Mucli diUkulty is felt for 
want of inotttllod roads to reach the ()laee. The ryots themselves in some 
cases and petty meichants in villages in other cases take the produce to 
important mercantile centri's. Neither negotiable instruments nor hills noi 
bund is of any class exist in thi.s part of the tahik. There is no direct foreign 
trade here. European agencies carry on foreign trade purchasing the com- 
modities from the merchants who in their turn obtain them from the ryot 
population. 

3. The value of wet land ])er acre under river channels is about Rs. 1,000 
to R,s. 1,500 while that under tanks varies from Rs. 400 to Rs. 500. The 
A able of the dry land varies from Us. 200 to Rs. 400. Tlie value of the land 
in Government aiu-tion for nou-puyinent of revenue and in the event of sale 
by court deeive will be lower tiiau that of purchase hy private negotiation 
generally. It depends more on the competition obtained at the time of gale. 

4. There is no legal impediment to mortgage of land and agricultuj’al 
is to 1)0 li(jui(lated in ten or more instalments. There are no land mortgage 
witli passession or usufructuary mortgage. In the latter case, the interest 
at half the principal amount is added to the principal and the whole amount 
is to he licjuidatecl in ten or more instalments. There are no land mortgage 
lianks or agricultural banks in this taluk. It is desirable that the record 
of ryots aiid title of ownership should correspond with actual enjoyment. 

5. of the agricultural classes have run into debts partly for one o)- 
other of the purposes noted below and they borrow^ money on the security of 
their lands. Such debts will be about Rs. 2,000 for a village on the avera^. 
Hie debt is largely due to sowcars who are professional money-lenders. Hie 
i^te of interest charged by tJiem is Rs. 12 per cent per annum and if the 
amount of interest is not paid annually the intere.st will be treated as princi- 
pal and interest charged foi* the same at shoit rate. The paynient ^of the 
debt is enforced by the issue of a i-egistered notice failing which by* filing 
a suit for the recovery of the principal and interest. Only some who are 
efficient, fan^^ are being turii^ from tenants for a period by the process 

™ of enforcement of old debts and the landed property passing on into 
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the hands of creditors. By this process the actual cultivator loses the 
incentive to produce more and in an efficient manner. 

(a) Payment of earlier debts. 

(h) Famine and other kinds of distresses. 

(r) Payment of land revenue. 

(d) Education of children, 

6. There are very few small indii.stries such ns rice mills in thi.s taluk and 
these are carried on not hv ngriculiurists hut hy \v*‘althy sowcurs. HaiuU 
spinning is carried on in villages hy agriculturists in<»stly lK*longing to 
Koppnla Velninn caste. Sut'h industries can he tmcouragctl hy the grunt of 
loans hv the co-operative scHMeties or by Covermnent to Inistwortliv people 
ii! villages. l)uring noiwnltivation season smli as Minumn* sonic of the 
pf>or ryots will take n|> i-oolic work, repairs to tanks anil otli«*r maiinai labour 
and thereby supplement their ngrifailiurai income'. Thi' cxistenci' of small 
industries in ilu' village will enable the poorer classes to sntipleinent their 
income and to improve their condition in life. 

6-A. Ilandloom and weaving industries arc cnrri(*d on on small scale hv 
weavers in villages. If wealthy capitalist,s in a village advance money for 
pnr(’has(* of yarn they (‘an improve the industry to some extent. 

7. Co-operative soeiidies are now farming in .some villages Imt the amount 
at iheii disposal is not sidheient to iiuH't tlie d<nnandK of all the villages in 
a taluk- 'I'here ar<' no joint-stock hanks hero and there is therefore no 
comiX'l ition l>etw(‘en them. In order to enable the co-opm*at ive srxdeties to 
gra?il loans at a low rale of interest it is desirahh‘ to show some eoncc'ssion 
in ( 111 ' \va.\ of exemption from income-tax, etc. 


IJ ~ I hd'hfvuoua Itauhifuj. 

Ther<‘ are m» s\i(h hanks here. 


111 .- I II rt'.sf tnf’tif hnhif (iiid ntfrai f ioii o/ vopifdl. 

f). There art* la<ilitios for the pnhiie for the investment ol their savingfi 
such as Costal saviiig.s hank, cash <*<‘rtifie}ites. i-o-operntivc* soeieties and 
Tinperial Bank of India. Costal savings hanks may he established in viHogeti 
wljero there are hramh post ottiet's so that llie inhaliitants of tht» neigliliour- 
iiig villages may have the ad\ antagi' tIiei*eof. Agricultural po{)uiatinn gene- 
rally iniest theij' saiings on larid<‘<l property and also in the purchase ol 
gold. 

10. C(>slnl cash certificates ari^ piirchaNcd generally liy literate classes and 
not hy agriiMiItmal r>ot.s. Tin* rate ol interest may he if»f ieaNe^l to 0 pci 
cent* /nnl the period ot five y(*ars may he reduced to three years. The cMiolie 
classes and also masses and petty .servants at times lay hy their savings in 
sa^^ings trnnks and co-op<*rative hanks. Postal savings liank n(*coiints may 
he opcne<! in hianch j>ost offices to attract the villagers U) lay hy their 
savings in it. Agricuilturists or other people here are not much for pni*ch»S0 
of Government securities as the interest thereon is low. To aitra<t the 
public, the rate of interest will have to he increasm). The ryot oopiilaiian 
generally inve.st the money which they get into their hands hy tno sale of 
prcKlncx^, etc., on mortgage of lands or in purchase of gold. 'fh« farmers 
lend money to their fellow' agi iciiiiitrists at R«. 12 per cent per annum. 
There is no grow tli of chef|iie habit here. The che<pjes are generally issued 
l>y Government department and also hy local hoards, etc. Payment ol 
.sa!aric*s of Government servants or of hank employees for sums alcove Rs, 100 
may ho made hy tiicrojes. Tt is trne that the investment habit of money on 
business by people here is very slow. It is due to want of confidence and 
trust among the people. The j^rowth of erlucation among the people is 
graduftUy improving ine indiLstrial habit of the people. The opening of new 
hrand^ of Imperial Bank of India in recent years in important centres if 
tending towards the increase in trade hy giving them money as loans on the 
s<H‘uriiy of commercial pnxliu'ts. 
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Copy of roport of M.R.Ry. A. Khishnayya Paxtulit Qabu, RoYonue 
Divisional OflScer, Visagapatam. 

1 - -Aon till f ura} rrcdif nrnl rreAH farUitie/i /or 9wM imJiistries. 

(n) Expenses are inenrred clut'fly in enltivating w# lands on the pnr- 
ehase of iiiiddy seedlings and transplantation. Land-owning cultivators 
horrow from tlu* well-to-do i*>’ot and ordinarily pay no interest. Leasees borrow 
from th<* leaser and pay it laiek with or without interest when rents are paid 
after harvesting is over. Sometimes, grain is borrowed instead of money. 
Tn such eases, interest is paid in kind, it being equal to one-fonrth of the 
quantity liorrowed. In some instances, the i*yot borrows money under H 
contract to repay it without a sjiecifiod rate of interest but on giving pro- 
duce at a rate agreed upon or at the prevailing mhrket rate during the 
harvesting season or about tliat time. Thus, tlie lender buys cheap. 

Borrowing money is so?netimes avoided. In the matter of securing 
cattle-dung for manuring, the landless man gives it on condition of receiving 
some agricultural produce. For ploughing and threshing -grain, there is 
mutual help. One ryot lends his ploughs and does ploughing for another 
and in return the latter does similar service. Tn like manner, cattle are lent 
for threshitig grain. 

In the agency, plainsmen advance money in the enltivation season creat- 
ing a lien on the produce. 

(h) Far rapifal and pvrmanenf ivi proveinrnffi. — The taking of loans from 
Government under the T>oans Act is made popular in the ryotwari area 
than in non-ryotwai'i areiis. The lyot who is not involved in debts, who is 
not quite illiterate and who is in good graces with the village officers bor- 
rows fi’om the Government. Ryots having encumbrances are alleged to go 
to their cieditors, the leason being that it is difficult to get a loan from the 
Goveinment on tlie security of encumbered property; secondly, state loans 
ai’e grant(Hl for limited purposes. Further, the private money-lenders re- 
fused to giv'e loans if the ryot goes elsewhere to borrow, on occasions, for the 
security for his loans is diminished. The ryot finds it difficult to pay differ- 
ent creditors. 

Money is borrowed from the private mom‘i -lender on pro-notes and .simple 
mortgages hnt where the debt is large, nsnfnictuary mortgage is taken. 
Between a landlord and his les.see T do not refer to owners of estate (as defined 
in the Estates Land Act) land improvements of a jiermanent nature are 
oflFected by the lessee on the concessioii of paying lower rents compared with 
similar lands in the neighbourhood and keeping the land in his possession 
for sufficiently long terms, 

(r) For other spread nerds snrh as fadnre of monsoon. — The Agri- 
cultural Loans Act is not popular for this purpose for under it the borrower 
gets money only and that after the lapse of some months which time is taken 
up during loan investigation. When he gets money he has again to pur- 
chase grain. Tlie more attractive way open for him to get over delay and 
promptly get staple food-grains is to go to tlie village Tvomati or well-to-do rydt 
who would give gniin directly it is asked for. Tntere.st is paid in kind which 
is lietwtHUi one-fonrth and one-eighth of the cpiantity borrowed. 

To meet land revenue . — Very often, the ryot goes to the village 
merchant and l>orrows money promising to pay it hack in the shape of grain 
at a rate agr<:'ed on or at tlie prevailing rate in a certain specified month 
w'hen it usually is low. 

' For purchase of hulls. — Certain ryots borrow under the Agricultural (State) 
Loans Act, Othei*s ]^urchase from cattle dealers under the instalment system. 
Tn certain districts, for example, Nellore, cattle trade is an extensive busi- 
ness. Special breeds .such as the Ongole breed, the Bhadrsn^halani breed, 
the Chandragiri hre^^l, the Dupad bi^e^ of Kurnool district and the Myi^re 
Plateau (Maddur) are purchased in large herds and sold on loan system, 
which loan is recovered in instalments of two or three, the first iiistalnieiit 
in varialily falling due in the ye^ir next after the purchase. Sankramanam 
festival (Pongal or Sivaratri) occurring in January or February is tli^ 
counting point for marking time. 
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Tnierest,--T[ie rate varies having regard to the nature of fiocuritr 
When land is giyen aa security, the interest is low and varies from 6 per 
cent to 8 per ceUt* On pro-notes, it is 10 i>er cent. 

Whenever grain is borrowed, the interest is paid in kind. It varies 
from one-eighth to one-fourth of the quantity borrowinl. For short-term 
loans (i,e.)y those paid from the produce of the following han^est season, 
no security is asked for normally. Grain that is Iwrroa^ed with interest iu 
kind is given back at the threshing-door as soon as threshing is over* 

3, Part jAayed hy Goverumfiit in ayricultuml fimnee — State loani.— 
^he Takavi Loans Acts. — Loana are granted for land improvements and 
tturchase of seeds and other purposes which are found in the Acts and there- 
fore these rules need no repetition here. 

The Imperial Bank. — Gives loans on the security of ngrituiliural produce 
(Nellore and Cuddapoh). 

Monefhlemlers — Menhanfs and dealers. — Loans are given on the under- 
standing that proilnce should ho given for the Vidue of the K)ii>* mI a rnte 
agreed on or at a rate prevailing in a certain spcM ifuxI month. This is very 
common for the following articles — jaggery at Anakaiuille; ('offeo seoils in the 
Gudem agency; pulses, gingelly and paddy. 

Jn the ccnlod distri<ts. advances are civen by llnlly Hrothers and Volkart 
Brothers for purchasing groundnut and cotton. 

4, Estimate of total amount of capital required for various purpoteih— 

(a) Payment of land revenue 10 per cent of the land revenue demand. 
For Narasapatain division, six lakhs/ 10 ^ Rs. 60.0<X). The poorer ryots who 
borrow would he about 10 per cent. 

(h) Transplantation charges . — Ryots cultivating 5 per cent of the total 
wet ayaeut may go in for loans. The cost of transplantation may l)o put 
down at 4 rui>ees per acre. 

The.se are the chief items. Paddy seed is being ])iir( luisod from the agri- 
cultural farm at Anakapalle hut not extensively. The pariitular variety 
purchased is kith id i samba at Rs. 0 per bag. 

5, Defects in the present system — Takavi loans. — Some defects are noticed 
below : — 

(a) There is no restriction as to the status of a person to whom a loan 
may he refii.s^xl. Kx|><nience shows that it is the r>'ot tliai is oppressed. 

He borrows from the village money-lender at high rates of interest and is thus 
ruined. Either because ho has no influence with the village officers or 
Revenue Inspectors or Iwcause of his indebtedness, h(' is not able to get state 
loans. Rich ryots can get accommodation from the private money-lender. 
At present, .some allotment is given to each Tahsildar. Ho worried himself 
Siomehow to .spend the allotment. He eatchem hold of a fc^w well-to-do ryot^ 
anti exhausts the allotments. Perhaps, in some rare caN<*s the ryot 
takes a loan tt> accommodate? soiim? inspetdor. Or, he lamrows at 
cheap rates of interest and lends out at higher rate. Jt is difficult to dis- 
cover the fraud. For instance, he lK>rrows to purelmse a pair of bulls. 
Some pair is produced for inspection. I think therefore? it should Ik? made 
as the underlying principle that loan.s l>e granted to a limited class and for 
large projects! Perhaps, it inav l>e laid down that all o'fits paying Rk. a« 
i-ent or assessment alone lie eligible for loans. Also, persons who have projects 
which roc|Uire a capital of Rs. 2, IKK) or nH»r<*, Tlu* forujer limitation is to 
help the poor man, the latter to help the rich man. This is for normal 
seasons. For abnormal seasons, .such as failure of immsoon or devastation 
by floods, restrictions may Ikj released suitably. Some soH of rcmediid 
measures on these lines are necessary to prevent abuse, and frauds in the 
selection of persoitK for distribution of loans and to make the loans accessible 
to the poorer classes. 

♦(b) Consolidation of debts. — A good many cases exist where owing to 
previous indebtedness of the ryot, he is not able to take advantage of state 
His difficulties are that he cannot find adequate savings to distri^te 
Several creditors. He thinks that it is more profitable to hint 
Stick to his village money-lender and Ijo a debtor to one. Now, the OoVem* 
ment are prepar^ to grant a loan up to the value of the security offered^ 
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A village money-lendar is always careful to see that he does not lend more 
money than half the value of the security. So there shellld i^asoflably no 
difficiilty to grant a state loan to cover the previously i 0 |®fhg debt and an 
additional loan for an a^fri^ultural purpose up to the WmW of the security 
offered. The only otnectic^ to such a course is that of the loan will 

not have been given for an agricultural purposes under the Act. It may be 
that the debt to the money-lender arose out of the neoamit^ to improve land 
or in purchasing land and for some other agricultur^ t>ur|K>se. In such a 
case as that, the purpost^ of the loan was for an agricultural purpose origi- 
nally though it does not appear to be so at the time of granting the state 
loan. By consolidating loans in this way, the ryot is enabled to take state 
loan which relieves him of distress coupled with the advantage that 
Oovemment bec'omes the sole Hen-holder on the security. The capital requirWl 
may n<)t be much if as stated in the previous paragraph the granting of 
loans Ije limited to a certain scale of rent or land revenue paying ryots. 
It may l>© in some cases, the previous piivate loan was taken for other than 
agricultural purposes. No inqui.sitional enquiry would be profitable because 
state loans too are divertcMl for other purijoses though not openly done so. 

(r) Summary recovery , — The rules in this matter are Rule XII and 
Rule XXVI-^Note 4. 

In practice, the whole of the unpaid balance is recovered in one instal- 
ment, The default in carrying out the work obviously arises because the 
money had been spent on other purposes.’ To check such abuse, it is neces- 
sary to have a penal clause os now there is. But, in ordering collection in 
a single instalment, the borrower is driven to go to the money-lender and 
suffer. The proviso to Rule XI f would seem to need amplification to the 
extent that the outstanding halanco may be recovered in two instalments 
with interest. 

(J) lieiKiyment . — Rule V lays down that tlio payment should be made 
in one of the kist months. Ordinarily, the payment is made to coincide 
with the first of these kist months. This leavas little time to the borrower, 
after the harvest, to sell his produce and get an accommodation for money. 
It seems desirable to shift the repayment to the last kist montli, relaxing 
if need 1)6 in the particular cases requii'ed the restriction in this rule that 
the date of payment of first instalment shall not go beyond thirty months 
from the date of last disbursement. 

(c) Consolidaiion of land , — The ryot is anxious to possess as much land 
as he can. For this purpose, he invests his savings on land and where such 
saving is inadequate or is nil, he borrows. In certain cases, it is a great 
necessity to purchase land to consolidate his lands. In the following. 
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example, A holds plots 1 and .3. B offers to sell his land and hence is^an 
opportunity for A to round off holding. He cannot borrow money under the 
takavi loans for the purpose of purchasing land. It seenis desirable to 
enlarge the scope of ^the purposes for which loans may l>e granted. The 
real difficTilty for the Government may he to provide the necessary capital. If 
need be, district debenture loans may be raised by the state for acquiring the 
necessary capital. 

Incidentally, I may submit that, if legislation is possible, may be 
enacted that whoever may lend money for any of the purposes conifected with 
, agriculture other than Government, the rate of interest may not exceed a 
certain limit which may be equal to the rate fixed by the Government or a 
little over. Perhaps, incom^tax revenue may suffer a bit for putting a 
limitation on interest. But, if that legislation is possible, the capital required 
for Government loans would not be heavy and the ryot is not also oppressed. 
Of course, it is possible for the money-lender to coerce the borrower to write 
a purpose other than agricultural in order to get the loan. But, in oPurse 
of time, such oppression may cease. Merchants and trading companies must 
purchase agricultural produce and they cannot withhold their capital and 
business in issuing loans for a long time, though dissatisfied with low rates 
of interest. 



the Imj*enal Bank Imns , — I am informed that the bank h to grant loahs 
on the security of agricuiturHl pnKlm’e for helping the rjrot. What iH hapiieiw* 
ing sometimes i» th|i| the ryot borrows with tlie knowledge of the authority 
comi>eieut to gr|^# the loan osttmsihly for agricultural purj>o«ses, but the 
sum is really uded ^ banking, so that at Nollore some moneydending batiks 
sprung up aboxit four years back l>orrowing at 9 ^r cent from the bank and 
lending out at 10 to 20 per cent. The person responsible was booked on 
other grounds. W 

.f’ 

6. (2) Present method ol marketing in rizaga/xitam district — 

((f) In the agency and in the plains products aii^ brought to ilie shandy 
(jfeokly markets) and sold the!'<\ Buyei*s from im[»ortani plain's go ihei'o 
and pur(*ba.se. These buyers sometimes send the goixlH |>urcnaHtHl to whole- 
Bale dealei’s in important towns for example: — Downur. KrishnadeviiHda 
which have shandies, Narasapataiu merchants purchase luul well them again 
at Anakapalli. 

(h) As has already been said, advances an* given in tin* kist season or 
agricultural season to the ryot. The lender g<H\s to the village soon after 
thr(»shing is done or at the appointed time and takes the pro<luce aceording 
to the t^rms of contract. 

(f) Merchants go to important villages and purclia.so hv private eon- 
tract without entering into provioiiB contracts as in (h). This is the chief 
form ill Nellore where the weekly shandy system d(M\s not exist. 

(f/) In the case of fruit, it is sent to Madras (Kasimkoia) to commission 
agents for sale. 

(c) Sometimes, as in tlu‘ caM‘ of gingelly \vhi<‘U is so largi'ly produi'inl 
in Golugonda, ryots cart it to Anakapalli and sell there for the highest offer 
iastead of selling locally. 

7. Marketing prinlnre , — Societies may he formed at eveiy taluk heud- 
(juai'terfi station and, if tuH‘e8.sary, at important villages, preferably one 
society for each important product prodnciHl in the area. Each society will 
pay on delivery of goods the cost of the goods at the prevailing market rate 
uniformly, wiiether the ryot l>ringH large (piuntities or small quantitit5S, 
After the society cleai*8 tho whole goods, it will pay to th(3 ryot some percxMi- 
tage of the profits to each and every ryot const ituent, making allowance for 
the charges of tho institution under every head. Hiuli as estahlisliiuent, 
interest on borrowed capital and so forth. No fraud can Ik? committed on 
the ryot for ho gets current market rate on delivery of gomls. His immodiatc 
needs, such as for jiayment of kist and so forth are satisfied. There is no 
bargaining as the purchasing rate is fixed and uniform for any one day* 
There is a chance of the society making profits for it holds large stocks, can 
control the large jinrtdiaser and tpiote its rate. Large dealers find 
it easy to deal with one so<*iety straight off instead with several 
ryots and perhajis can afford to pay thereby decent pri(s*H for they save ex- 
penditure that IS paid under <ej*tain items, such as brokerage exj)eiist*s in 
calling and so forth. It is preferably lietter to have one swiety for one pro- 
duct. Such as a gingelly scK*iety in a i^ingelly prixlucing area: a groundnut 
•fK-iety for a groundnut area : one for jaggery aiul one for paddy and so on. 
SpCHualization w'ould he good in a w'ay for some classes have profici<*iu;y and 
desire in dealing with S|>erial goods. For example, tho oilinonger class may 
ho willing to deal only in oil setnls and not in paddy. 

T knew at a small Deputy 7'ahsildar station calfixl Rulnrpet (railway 
station) ijg Nellore district, there was an oilmonger’s wiciety, which purebaaea 
gingelly «ee<l, pressed oil and sold it. It was started at tho instruction of 
Diuaii Bahadur R. Haina<dniiidra Rao, Emp. m.a.. Collector, and was 
working well when J was Deputy Tahsiklar at the station in 1020. There was 
a similar society for soap-stone quarrying — ^this illustration howwer is not 
strictly in point it is not agricultural in nature— at a village Hydanuram 
by iiiiiiie^ seven west of Oudur railway station in tho Rapur taiuk of 

the Nellore district. At this village, soap-stone was extensively quarried, 
eonrerted init? culinary xmts and exported to distant stations up to Hajah- 
MUiidry on the north, and Tirupati and other places on the south. 

8. Credit facilitieM required for the finance of frroduets^ efe,, and facilities 
now exist ing, —The average ryot is now obliged to rush to the xnark^ or 
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money-lender as soon as or even before his harvest* is made for acoommoda^ 
tion of money. He <.*annot Jeisureb*' sell the produ^ at the dearest prioe*-*^ 
for, in some crises, he a-ants money to pay kiste : money for par«> 

chasing cloths or for festival expenses which synchroifniirm January with Hie 
harvest of the main produce. In some cases, his contrek^ with the creditor 
is that he should deliver thi^ produce at the threshing-floor or during generid 
harvest season. The facilities required are given in paragraph 7 above. 

* 2 ^' 

The existing facilities are fea" — I may say, practically nil — so far the 
limited means ryot is concerned. Large dealers and the Imperial Bank 
give loans on the security of produce but these firms anlL banks are inacces- 
sible to that class of O'ot because partly he is unable to comply with th9 
conditions regarding sureties and so on, and for the rest he does not po86€|||» 
the influence necessary to get at the i>ej*son competent to grant the loan. 
For the limited-means ryot, he must have a source where he could get accom- 
modation without having to go through many and tangling formalities. 
Hei'ein lies the success of the village merchant to easily get at the ryot and 
his produce. 

9. Part by hunks^ hankers^ merchants and dealers , — In a way, I 

have dealt with this matter already. Merchants and dealers purchase out- 
right from the pro<lucer or the intermediate purchaser anS act as commission 
agents too. 

10. Faculties for inicrnal remittance — , 

(a) Commissions given hy tlic Postal department for making remittances, 
particularly the insurance system. 

(li) Letter of credit — also called a hundi — which is letter of authority 
from one merchant to another who has dealings with him to pay. 

(c) Hundis, and cheques. 

(d) Bank drafts, 

(f) Remittance transfer receipts. 

11. Defects in f/ic existing system. — The postal insurance s^’stein seems an 
unsatisfactory business if we re-call to mind thefts of contents. The enquiries 
never end satisfactorily and take very long time. Where fortunately theft 
is only in res])ect of first half of the notes, the time stipulated by law must 
lapse before money is ordered to be paid by the cuirency office. 

In lieu of this method, the Postal depaHinent can as well issue a cheque 
or a draft, non-transferable, to the payee, after collecting the same postage 
as it now does. The registered cover with the currency notes will be present- 
ed at the office. It will bo weighted by the Post office and the duty will be 
collected. It will retain the paper money and in lieu of it, issues a certifi- 
cate in some form. Or, a form similar to the money order form may be 
pi-esented and the commission payable on this transaction — may be fixed jn 
terms of the same duty as is payable on the insurance cover. 

Whenever the loss is proved as genuine now, the Government is made 
liable. If the offender is discovered, expenses are incurred in prosecutiom 
All this can be avoided and advantage gained for both sides if some su^ 
method as above is introduced. 

12. FLwidis current . — I know of one form which is something like a letter 
of credit or authority as below; — 


600 fl&niaPCOb«o iScifeo) 61 %^ 



13. Land rahtrs per acre in ViBjigaptiiam distriffc (Kamaiapatani diviaion. 
ViKHgapatam divmioii)^^-Jlii ryolwai i, ge«t'raily» tiiere ar© only wet and 

dry lands; oc<asioii»l^aiwtiwrtrari- The value does not ttl>solutely depona ou 
tile nature of every crop raised but on the principal crop rais^. in non* 
ryotwari areas, garden croj) lands are very valurffile. The several values aio 
given below : — 

Per aci-e. 

HS. 

(a) Wet lauds, growing paddy, or sugarcatH' — 

(1) Single crop under assured irrigation sources ... 6()0 

(2) Single crop under inferior sourees JHHl 

(3) Double crop 1,(KX) 

to 

1.21>0 

If the above are in the vicinity of towns or in towns sucli M Auakupallii 
nearlj* 50 per cent over and above the above rales. 

{b) Dry lands growing uniriigattHl dry crops 11s. 100 to Rs. 200. 

In the vicinity ot towns 50 per <ent more. 

If the re are facilities of well irrigation, value is (mlianeed by value of tho 
well by about Rs. 200 or Rs. dOO. 

(r) Garden croi> lands in noii-Govet nment areas. — Rs. 600 to Its. 1>000. 

Tho following eir(‘Uin''tan(‘e^ give enhanced value.s for lands: — - 

1. Wet lands — 

(a) Regisieied don) do crop lands. 

{h) Enlrauchised inams hearing an u.s>e.ssment less than full assess* 

ment. 

(r) Nearne.ss to the irrigation .source wlndher it is a tank or field 
clistriliuiary, A block of laud next to the distributary eommands higlier 
value. Tail end lauds liave less value. 

(c/) Lands under low level .sluices get higher values tliau lande uudof 
high level si’ivitc. 

(f;) Anxiety to consolidate holdings tiud roiiiuliiig off. 

(/) Nearness to village. 

2. Dry lands — 

(1) lllack soil growing jonna. eott<»ii and groundnut. 

(2) I'illage site detached backyurd.s of pati-earlh soil fit for grow- 
ing tobacco. 

3. Jhif hutds. — Irrigated crop lands smli a.s chillies. KxcH^pt when 
there is coiiibination among bidders, normal values are obtained at aueiiotts 
of sale of lands for arrears ol land revenue. Sometimes, village* officeni keep 
down price.s at auc tions by riianoeuvi ing. Wlituiever an extensive registoreu 
field is put uj) for aimtion, the average value realized per acre is loos than 
what may be realized if the block .soki wa.s only one aci*e. For there is 
generally more eoin|)etition on ac-eoutit of larger numlRT of bidders who are 
desiroihs of puichusing small extents, the value of suc*h extents being within 
their means. Cases of this nature* are few. 


In sales for c*oiirt decrees, full value is generally Jiot realis6t*d. Generally, 
the* decree-holder is the only person interesteil in the lands and ho does not 
bid for more than the decietal amount and its value is generally far le»a 
than the value of tho property. In giving a loan, the cre<litor does not give 
more money than half the value of the laud. Further, it is in the discretion 
of the seHing officer to select lots for sale. Competition is less whenever 
blocks of very large value are put up for sale. 

Purchase tTv private negotiation in by far tho best method for oHaining 
full values ext‘ept when the land is encumbered much und all creditors 
simultaneously press for repayments.^ In such circumstances, the land owner 
is obliged to sell cheap as his necessity is known to the purchaser. 


14. 1-4. Lefjal to mortgage. — (a) All classes of laud assign- 

ments by Government whetlier absolute or teinporai^v with restrictions' on 
alienation and powers of lescsrvatum of reversion and ri^t of re-entry for 
breadi of violation of terms of grant whether given for agmultural or mininn 
purposes. B.B.O. 1^24; Mining Manual (old R.B.O. 25). 

(h) Lands, if any, to which Act II of 1894 has not l>een extended and 
©n}<^ed in lieu of remuneration for services rendered by village cheers. 

(c) S^ial classes of serrioe inams. 



lu the it is diffieuJt to secure mortgage. 

(1) Hindu widows who hare no issue and who hare only life intoresi 
in proi>erty. 

( 2 ) Minor’s properti*^. 

(3) Lands reserved lor artiKaii itiams and not eiifranehised. 

( 4 ) Undivided share of tners in joint-famihes. 

Agricultvral hank or other bnnh$ for %yrovW\on of long credit, — Nil. 

Lfjnd mortgage hanh» or affrkultural hanks . — Tliere must lie one at each 
district headquarters. Working capital may l>e raised fi-om deposits 
supplemented Ijy furnlN Iroui central iirstitutions and dehenturo bonds. 
Deposits must l>o emouraged so that savings in a loi-al area may be pooled 
in. The managing authorities would Ik* local pc*opk* and they w'ould cvinc-e 
greater interest in jiianaging their linuls. 'Flie managing authorities must 
be mostly draw n frorit the depositors and delienture loan-holders of the Jocat 
area, Ih order to encourage contribution ot capital ami ensure sound 
iiiarmgeuient, there tiiust he State guarantee for both capital and intei'est, 
the Stu%e guurante<3 for capital being limited to i)() per cent and interest 
fully guaranteed. 

- The country's c apitulisls’ view k deve loping on the materialistic side and 
the only inducement for a ll<nv of capital as deposits is decent interest. 
Kecognized banks give interc\st on fixed dcfiosits from 4 to 5 ^ per cent, 
those i)ayahle after n term of one y<‘ur hearing the higher rate of interest. 
Jjoans may lie given at par. Five pe r cent interest may l>e giuiranteed by the 
State; and fui some years in the initial stages, the interest may he declared 
free from income-tax. In order to cover jM>ssihle losses to the State, a reserve 
fund may ho niuintuiiuHl. All sums remaining after payment of intc>rest 
to the creditor ~ whether he is the depositor or a c entral fund institution 
or u Icjan siihscrilier—and mc'cting all charges, may )»e transferred to the 
reserve lund wliieh should )»e entirely at the disposal of the Government so 
long as it guaraiitws principal and interest. Losses in any one year may 
thus Ik^ recouped jroin savings in the previous yeai*. There may l>e two 
rates of interest in lending, from the hank, one rale for short-term loans 
and ttiiotlier for long-term oih*s. SImrt-teiin loans may he given for all 
inihcellaiieou.s iiurposes, olluu* tlian capital expenditure on land, and pur- 
chasing laud. The iniscelluiK’ous |iurposes may he agricultural or uoii- 
agricultunil. Ju order to encourage thrift and in order to cover losses of 
the bank on account of having to keeji some capital in re^en’c to meet 
these temporary demands, and c-onsispiently of having to kt'cp capital idle, 
a higher rate of inferest may lie imposed on this class of loans. It may 
be 10 1)01* cent and the tc'rm of reiiaymeiit two years. 

In the ease of long-term loans, the hunk gets interest steadily for a 
number of years. As tfie capital is not idle fur broken pericxis of short 
duration as in the other eases, the rate of interest may be fixed at 9 per 
cent. The loan with interest may he ])ayHhIe in any i>art of the year and 
the interest reeoveix'd only up to the date of payment, whether it is 14 full 
year calculated from the date of grant of the loan or fraction thereof. 
The maximum period for a long-term loan may he fixed at 20 years, . 

No loan may evej* exceed ihi tHvfourtlis of the value of the pro]>erty offered 
as st»curity. Pei>ional security may he rejected. Frauds may be practised 
in ovorasscKsing the value of the property. Once in ever^^ year, a rate 
should be fixed for the different classes of land having regard to registra- 
tion statistiv*s of the thrv*e past yeai-s prevailing before the fi^i^uitivaiion 
season, lor after that often standing crops are also included in the sale of 
land. For this purpose, the bank may get the opinion of the local tahsildar 
also. In fixing values, regaixl must lx* had to river irrigation ai'eas^ tank* 
hml ai'eas, and backward areas such as flie Agency in order to have a sliding 
scale pro|K)rtioiiato to fertility and cheai>ness of the property. In order 
to prevent losses, it should l>e laid down in the laud governing the consti* 
tutiou and management of these institutions which I presume will be made, 
that tlie debt to tliese banks should lie made the, next first charge af^er any 
form of rent or assessment on the land security offered for loans from the 
first encumbrance on the land. If retrospective' effect is given, the existing 
erwditors will loudly complain and w^ith good reason for if Trom the value 
&11 the dues of the bank are fully taken^ the balance available for 
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the other creditors may Ikj inadequate to cover their loans. Tn courae of 
time, the ry*ot will ««ee that it i« proht^ihlo to him U> consolidate all hw 
debta with one creditor, and is very liktdy to Iniriow from the bank to pay 
off his other pestiferous debts and make the bank the only ci*tK^litor. Bimilarly, 
ill the event of liquidation, the debt to the bank should l>e fully paid up 
from assets realiaeii, the balanc'C being distributed among other cre<iitors. 

CoUecfloit, — Banks are suie to make gtnid business if instalments of dues 
are regularly paid. Slack lu^ss in juiy incuts is s<» common that it leads to 
fraud. There must lie a very effective weapon to (s»llfH’t instalments in 
cost's of default. 

One way is to «»xtcnd the existing .Hystcin of ('o)leciion by the a|)plicatioii 
of Act II of 1K64 of decretal amounts passi'd by the Begistrais of C'o- 
operiitive 8ot*ietu's. In tliis caisc, the Government inoA* lend an ofTits'r of 
the rank of Deputy Tiib.sil«lnr as t>n ion^ign service and the administration 
of Act If of 1H64 may Ik' nuub» through this l)t»puty Tabsildar and the Deputy 
Registrar of t'o-operative Societies who is a Deputy Collector. 

All alternative method is this. The bormwer may oxeemie n counter- 

part ogrts^Muent \vIh‘ii taking the loan, lie will not only offer the land a»^ 
security, give [mssession to the bank as n‘(*civlng the loan, but also evei*^"' 
crop on it that may bi» raised at any tiim* so long as tin' debt stands. If 
this position is legally possible, the bank will bt> in possession of erop 
actually existing or that lanv be raiscnl without rc'gular process tor attach- 
ment. niu* standing croj) vi ill bc' trcnited as tlu>ugb it is urubu’ attac’hment 
wlietb(*r it has becoi raised by tin* borrower, his Innr or his lessen'. Wlien- 
ever he inakc>s default in payment of an inHialmont and has disposed of 
the produce he may be i>rosc*cuted for frainlulenl csinveyame of property 
after giving a forlnigbi’s notice. Four hnndrcnl and twcnity-n^mc to 424, 

Indian Penal (’ode on the assumption as said afjove that by contract volun- 
tarily made the crop will lx* treatcMl as if in tin* bank’s possession without 
actual prcK’C'.ss of altac4imc*nt. Or. the .standing creq) will be liold in iho 
l)orrow(U‘’s possc'ssion as on trust on tin* larsis of a voluntary contract a» 
stated uIkivc. So that if be dis|»oscs of the property In* may bc' pi’<»8e<UJted 
under or for brciub of trust. Some such i)rovisiou is in the K.D. Act, 
se<*tion 212, fraudulent (’onvc'yaiice. As in the cast' of forest and abkari 

and other fiscal laws, (he liori'ovver may compound after payment of instal- 
ment and costs of pros<*cut ion. At first sight, it may appear as if (riminul 
work may grow <*xtcnsivc‘ly. It is )»oHsibl<‘ it may i>(,> so at (hc» heginning 
but will not 1 k» .so for al! time. 

If however the above method.s are toiisidercHl unsiiif iibl«\ ami only civil 
action is considered best, the m^arevst court to go to is the panchayat court. 
But this svstem will not work f<»r thcTe is sure to be coIliiKion by corruption 
l>etwe<?n the panchayatdurs and d<*bt-c»rs. Tbcue may he a sjiecial court 
under the control of the Deputy Begistrar with summary pow'<*rH a« in the 
ca»c of Estates Land Act. The court-tecs should, however, bc^ Tcilucixl by 
25 per cent against full fec^s as the suit valuoii in order that the borrpwer 
may not Ix' oppresscxl with costs. 

Tn oixicr to make the [dace* of payment easily access i Ido. the borrcjwor 
may be pennittcsl tc» pav instalments at the taluk tri'asiiiy ilm Gov<‘rriincmt 
ehaVgiiig a perccuitage of | per cent for labour and stationery. The amountff 
wiM tje^fctnredited to personal de[K*sits. one ac‘count lau'ng opened for oaeh 
hank. 

16. /ferlSrcf of right* — r4 (n) There is nothing like n record 

of righta in Ihi.s Presidency compared with that hoc ic»ty in the Bombay 
Preaidenev or Central Prov inches. The only aec-oiint there is, ia village 
socount No. 10-1 in the ryotwari area which is only mairitainixi on the 
l^is of cxe<*tttive orders: there is one prc'pared under Chapter XJ of the 
Eatatea Lan(l Aft ’•henover a proprietor requests; in other non -Government 
areas there is no account at all except fierhafis what is given in the land 
e^ aj^unta by the proprietor under fmtion 79 of the Txxal Boards Act. 
The above accounts show enjoyment in spiU* of the serious efforts made to 
bring enjoyment npto date tinder B.S.O. .’ll in i-yotwari areas, the ideal 
has not been reached, nor can it he. In the proprietary arena, irfieie a 
record of rights has bc^eti prepared under Chapter XT, enjoyment if Mf iit 
brought up to date for there is no obligation on the part of 
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to 4 o 80 and it is onTv optional with the tenant to aak for transfer of 
regiatry— section 145 (1)‘ Estates Land Act. Bo ownersbip as shown io tho 
above two accounts (village account 10-1 and chapter XI, Ewstates Iiaad Act) 
IS not legally conclusive. 

If registration of transfer is made compulsory by-law, then an extract 
from the rt^^rd of rights (f‘hn|>ter Xf, Estates Land Act) or from village 
account No. 10-1 will hhow. owiienship correrdly. 

If the alKiv'o metluKl is not possible hy passing the desired enactment, 
the only alU^rnative is to have all the following: — 

(1) The borrower should declare the extent of land corr^rtly ; further, 
that no others have an interest, and that he will inaemnify the hank 
against t'laiins from third parties. A false declaration should he punishable 
under Indian Penal Code. 

(2) The borrower should get an encumbrance certificate from tho Sub- 
Registrar in all areas cxeeiit Agency areas. Tho fw^ should be fixed low, 
two rupees. 

(M) The declaration in item (1) should be confirmed by a certificate from 
p _ the village officers on payment of a fixed fw of He. 3. 1 cun see that this 

** mot hod is likely to lead to oppression from the village officers that seems 
unavoidable. Whenever tho village officers refuse to sign the certificate, 
there can ho a thing like appeal to the Tabsiidiir in order to compel them 
to state why the certificate is not signed, 'and to know if the refusal is for 
g<x)d reasons. 

(4) On receiving an application for loan, a notice to that effect should 
l>e publislied in that village giving one month’s time to dispute ownership 
by any pei'sou having rights. 

(5) Whenev(*r one jiorson files a suit against the liorrowor in i*egard 
to title to land, it shonld he made a rule that the hank should not ho 
impleaded in the ordinary way hut on satisfactory cause being shown for 
not raising such dispute, in the one month’s time referred to above. 

17. llerord of rUjhta . — In the ca.se of Government areas, the village officers 
can grant an extract frt>e of costs on a form to ]>e supplied hy the borrower 
from the bank. The village officers get writing fees of Re. 1 — vide para- 
graph 10 (M). Granting an extract Is only an extension of tho latest con- 
ce.ssion given by the Government to ryots to see No. 10-1 free of charge 
and take notes. 

In non-rvotwari ai-oas, there is no use of referring to the record of rights 
ns things stand now for reasons given in paragrapli 16. 

Heahtmtion of records , — T ])re.suino this refers to documents connected 
with loans. This may he <lone in one of two a'a\s. If registration is olecte<l 
to he done' only by Registration depai*tment. a touring suh-Registrnr may 
bo appointed for the Presidency wlio would visit the bank aeeordiiTg to 
a progra?nmo; and registration nill he done then. There may be a fixed 
ix^gistration f€»e and similar favourable fixed fees for the several docuineftts. 
The alternative method is to have registration effeeted hv the chief minis- 
terial officer of the hank, legistration fees payable to the Government 
l>eiug collected in the shape of stamv)S. A stutement will l>e sent%y t^e hrfiuk 
about each registration made giving i>articulars of fees colleote^. * 

18. Estimate of indebtedness, — T have no readv estimate of a village’s 
indebtedne&s taken from actuals. But one can perhaps be worked out thus: 

Debts may he classifiiHl — {/il Se<*ured delits, i.e., on the security 
^ of landed property. 

(b) Unsecured. Ail other kinds. 

General enquiries sliow that 40 per cent of the ryots are indebted. Thirty 
per cent of this debt is coveitnl hy secured debts. Expressed in iemus of 
land 25 per cent of the cultivable land is perhaps encumbered by some 
form of mortgage. The indebtedness may he worked out thus. From the 
iamabandi statement in * revenue accounts for I'yotwari areas and culti- 
vation accounts for non-ryot wari areas, the value of the 25 per cent cultiva- 
ted land may be worked out at Rs. 1,000 for wet lands in delta areas, 
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Rs. 600 per acre for wei lands in non-delta areas, Rs. 160 ordinary dry land^ 
and Rs. 800 for garden crop land or roug^ily at Ra. 500 per aero on an a^rage 
in delta areas and Ra. 300 in non-deltaic areas witliout distinction of wet, 
dry or garden crop. 

The value of unsecured debts is not likely to 1 h> much and may be put 
as 10 |>er cent of secured debts. 

Add to these, interest for three years for that is the limitation for 
utisecared debts, and in the rase of secured debts interest at the end of 
three years is addeil to principal. 

An alternative way aoiild l>e to go by the figures in the Registration 
Department AdnAnist ration Rei>ort for items available. Those hgurea are 
also abrolutely not correct for parties intentionally give low values to avoid 
high stamp duty. In some coses, it also hapi>eivs that when all the land a 
ryot has is sold awav in satisfaction of a debt, tiiough the real value of land 
is less than normal, U is given a high value equal to the value of debt in final 
settlement of it. To take un G.O. No. 149 (Land Registration, dated 31st 
May 1929) which deals with registration in inoitgngo i)roi>erty for the 
triennium 1925-28, 

For Madras Presidency -—Column 13. For Visagapatain District — % 

1925-28. 1928 only. 

B8. 

1928. 19,87,43,259 59,05,112. 

1927. 20,56,72,478 

1926. 19,71,02,310 


60,15,18,053 


Roughly 60 crores. 

Ordinarily, except in the case of nsufnictiiary mortgages — rather excep- 
tional — niortgogcH either are redeemed or lands are sold at the end of six 
years for by that time interest would eome to 60 nor rent of principal at 
10 per c'ent. Dinluct 25 i>er emit debt as rod*N»nMKi within three years the 
balance of debt is 60 minus 15 or 45 crores. Btanding debt may now be 
worked on the above basis, as 45 plus 45 or 90 crores. 

For Visagapntam. 

Debt for one year 1928 on mort- 
gage, Rs. 59,05,112. 

Bland ing debt capitalized on six 
years basis — 

6 plus 59,05.112 
3,54,30.662 

Deduf i ifsloemiHl debts at 25 per 
88.57,665. 

265 lakhs. 

Add unsecured debts 10 per centw 

291 

Interest at 10 per cent. 29 
Total debt 320 lakhs. 


Collected for a period of six years. 

Add lands sold for clearing debts 
and unsecured debts 10 per cent of 
above — 9 crores. 

Add 10 per cjent as Interest on an 
average iVt or 110 crores. 


There is yet a third inethoil abich consists in morkiug out debt fmm 
atat^ica approximately from the bdok entitled note-book of agrieul- 
iurah facta and hgnres” and /rom the figuiea of moi^ages. 

^ AmimiM tJiafe B*. 8 ». 05,112 (iwortaaBC debt) acwrdmK to rBsutrstion 

V^apatam, mcidence oTdabt 

ten »• 80.06,112/22,47,901—^ anna* roagbly per acre, Staodii^c nort^^ 

166 
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d#bt per year in may rillage — area euHiTable under holdilig X i lupeee* 
giand^ debt for aia yearn, the period during which mortgage is kept^ is 
got by multiplying by 6. 

Tli©n» the other itenin on account of re<hic^ delitn, intei-est and other 
debts can lie worked as aitove shown in second method. This comes to S&b 
lakhs roughly. 

page 202. Viaagapatain — Area under cultivation. 

,, 202 Double crop area is 1/7 of 2,622,650 acres. 

f, 222 area cropped 444,106 / 374,665 deduct second 

Column 6f). 2,066,852. crop area. 

2 , 247 , 991 . 

10. Of the several purposes for which debts are incurred, items ( / ), (g) 
and (i) are uiuouunon. 

The creditors, broadly speaking^ are largely professional money-lenders, 
and the w^ell-to-do lyots in the village. 

JntereAf . — 

(a) Becurity of land — 6 to 8 pcjr cent common. 

(b) Pledges of jewellery 10 to 12 per cent. 

(r) Other debts 12 to 18 |>er cent. 

On mortgages,, arrears of interest Is added to the principal once in three 
years uwnxling to the terms <d the moi-tgage. 

In other cases, as the limitation laiv applies, interest i.s added to principal 
at the end ol thre<» years ami the pro-note is rcnewxxl. In the case of all 
debts, money paid is first taken ifi reiluction ol interest and not principal, 
anything loft over is taken against principal. Ordinarily, interest on the 
princiiial and repaynieiits i.s calculated onix* in tlii*ee years, anoai* interest 
IS adcied to principal. In the ca.se of mortgages, the intei*est is calculatod 
at the time of redemption. Money paid over and above int<'i*est, is taken 
in reduction of principal and the balance of piincipal, if any payable, is 
cleared. 

In indigenous banks (not mnstitiited inuler law — Bank Act) — 1 refer to 
Natikoti money-lenders and banks (rxin by Reddies in Nel lore)-— interest for 
the first yeuu is taken in advance and the balance only is given. 

20. Enjortinit jxtifinent of thht, — The village creditor collects instalment 
payahU^ in kind at the threshing 6oor. Village arbitration and courts includ- 
ing village courts are other agencies tlirough which arreare are <x>llected. 

In the case of usufructuary mortgages, it hapiiens that the fonner works 
ns tenant of the creditor whenever the farmer has mortgaged all his land. 
This is, however, not a largo jiorcentage as such mortgages arc few. Xatur- 
ally, the int'eiitive to produce more gets weak. ^ 

21 . Subsidiary itnJasfries in the province — ^ 

Ifice-miiiing, — There aix* few' in Narsapatam and Visagapatam divi- 
sions, i^erhaps in all about ten. These are generally concentrated near 
railway stations — Example one in 3 miles of Naiwsapatam road on the trunk 
road, near Pedaguinmulur, Tallapalem, AnakapalJi ancl Viaagapatam town. 
The charges for milling are 5 annas i>er bag of two bengal inaunds. Milling 
is generally dull in the off season, from September to December and for 
one month soon after the hai*re6t until the market price is settled. Oil engines 
are oixJinarily employed. The w'omen employed are paid 5 to 6 annai, 
"^iinskilled men about 8 annas, and children almut 3 annas. 

In the rice exporting district of Kellore (Nellore and Kowur taluks) 
there is at least one mill for every graup of ten villages. The off period 
IS relativ^ shorter. Milling charges are 4 rupees per putty (one pu^y 

eqiuais 1,120 imperial seers), « 

* 

Oiir Anakap«lli produces much jaggerr. The countrr mffl is 

lAigeiy employed to pram the iuice. The milk supplied hy ike Agrieuttuml 
Aepurbeent toe making some headvay. The ryot who jurodooes imuJi wtfiQ 
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some from tho smftller ryot to extend the scope of his hnsine«s« Ferlia]pS| 
the correct number of tniUb may bo obtained from the preop^nt QOin<|aeiiililii 
census. Tht^re may Ik* 1,500 nulls in Narsapatum dirisioii roughly ten in 
about 150 villages where sugarcane is grOiva (three taluks). 

22. Mncouraying 5u?>iM/iary — 

llice making. — In onler to establish more* mills, more paddy must be 
pi'oduced. Irrigation facilities are wanting. For example, there ar© two 
rivers. The Sarada and the V'araha. Their courses and auration of dow are 
short and droi> in !>cd level i.s lai'ge. If some rc«ionrrH>s are constructed 
along the sea Ixiurd, water may l>e stoixHl for irrigation and more paddy 
and sugarcane may" l>e grown. Them is much water going to the sea as 
waste during flood .season. Any sum iH'twtH'n Us. 5, (KM) to Rs. 10,0CK) is 
rcjquircjd to estahlisli a rice mill. The State might give some hums. In 
towns, ihest> mills are geiierally c(»in*etitrateit. There seem to be more reasons 
than one for this prefereiu'c, Tlie mdler can sell in the town and can easily 
exi>ort from tlie raila-ay station. The capitalist is generally found inoi"e in 
towns and he likes to have the mill wheiT he is in oixler to exerciae clotic 
siijiervision, rotluce fraud and earn more iirofits. There is thus a Hti*oiig 
tendeney to establish the mills iii towns. If a restriction is plumi by law 
in the Mimicipalities Act as to the nuinl>er that tsmld l>e litxfusc'd in a 
inunicipality having regard to its siKe and poulation» it will tux*essarily 
drive some capitalists io go into the interior to establish factories, and 
thus give employment to ial>ouring classes. If the State gives aomo suIh 
sidies, it will Im an imxnitive to utilisM:* local capital or capital borrowaJ 
from hunks or from Goveinmcnt (agrieultunil or others). 

In order to help the jaggery producer to earn nmre prolits loans may 
be given liim to avoid foraard c*oiitructs with moiThanis at cheap prices. 

25 . Ktiterpri^es trhich give empUfytnent io former in off nroAon. — Kinploy- 
ment may Ik^ found both on the industrial side ami agricultural side. 

J mluitf rivs . — Every tract in the Presidency produces some article used 
in industrH*s. For example, very extensive C|Uuntities of palmyra fibre 
are prepared and expoKed from Visagaputam particularly from Anakapalli 
centre. This fibre i« prepared in innumerable villages in the interior and 
carted ihto Anakapalli. 

Godavari district -must produce a lot of coconut fibre. 

C/Otled districts much cotton and so on. Gicruiidiiui is produced. So 
also t'ertain other oil seeds. 

According to figures or cultivation as found in the hook (1(>2()) a noto- 
l»ook of agricultural facts and figures, the paddy area cultivated in Vriaaga- 
pataiii district is 10 i>er txmt of the total area cropp©<l w ith nuddv in the 
presidency. There is thus room for x’utting up more rice mills. The urea 
tinder groundnut and gingclly is large lieing &l,il90 and 152, OCX) acres res- 
pectively (page 217 of the liook). Oil pronses and decorti<aioi>i may be 
eatahlisfiod in the interior villages instead of the raw' produce lieing brought 
to towns or exported os such. 

* If the question of pixividing eiiiplovmeiit t<i farmers is given proniinoiit 
consideration, it is not difficult to inaice sniiiihle amend men is or provisions 
in the Municipalities Act and IxKrai ikianls Ac"t in regard io restrietiott of 
mills in town or oilier pai‘ticular placx?s. Distribution can Iks more fairly 
and usefully regulated. Congestion of milU is removed : competition is 
killed : agricultural lalxnir is not attnw'ted to- tow ns : villagers find employ- 
ment near their villages. Public nuisauee from mtlts in towns is miiigat^l 
and health improves. 

The export of ruw' produce, such as paddy', groundnut must l>e taxed 
heavily, i.e., tariffs raised. Tlien, there would Im produce w'hich can Im 
worked in inifls. Oil can 1>© pressed and exjHirted from the producing 
eentres. With stu# like palmyra fibres, stuail manufactures may be asialH 
tlshed locally in order to ioanufactare articles and villagers trained as io 
how* to prepatx^ door mala or other manufactured articles as are How done 
at the importing areas. Villagers who do not tnind working in niannfao* 
iuries may go there Md work. Others may take fibre home, prepare ^em 
and give finished articlos. Tliey can ui»e their off time in the evenings in 
all seasons, au«l also In the day in the ofit cultivation season. 
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Bimilarlj, cotton may brought from the producing districts and given 
for preparation of yam. Villagers, women in particular, are willing to 
spin yam. They can have cloths for wear dieap for the coolie for weaving 
a saree with such yam is only 6 annas. The question is how to get 
capital. The Government may start demonstrative institutions, and then 
sell them to co-operative societies or private persons. Or, foreigners who 
now import raw stuff may themselves establish factories locally with their 
capital. 

To pu$» on to the arjncuUural itide . — It is undisputed experience that 
during the months of February to July which is the off agricmtural season 
the supply of vegetables is vtuy litnited and sometimes scarce both in towns 
and villages. The raising of vegetables is a paying Vmsiiiess. It is a neces- 
sary article of diet and every liotisc — rich or poor — wants it. Vegetable grow- 
ing rec|uires well irrigation. As matters stand, villagers who have to rail 
produce to towns cannot compete with those who raise vegetables in their 
neigh bourhoo<l and carry them as head loads. The railway freight makes 
all the difference. Perishables are now charged half rates. Recently, it w*as 
announced in the papers that the Madras & hk)uthern Mahratta Haila*ay has 
given the concession of free transport into Madras city of vegetables by 
persons in charge of them (as I.C.P.) without any restriction as to weight 
from any station within 20 miles. This concession may as well be extended 
to all district lieadqiiarters stations. Furthermore, the freight on vegetables 
may be reduced from 50 per <*ent of the standard rates as now to 5 per 
cent. The volume of export of this commodity is in any event going to bo 
limited and the conipany’.s losses are likely to" bo insignificant 

Furtlier, water-rate in Governinent areas may ))e reduced a bit on this 
sort of pixiduc'c wluuiever it is raised as a second crop, if need Imj. 


' 11. — Indigenous hanking. 

24. 1 can only give some information in general. 

To find capital, some indigenous banks borrow at a cheap rate of 
interest and lend out clearly in more ways than one. 

They represent to the Imperial Bank that they want acwminodation 
for agricultural fiiiaiux*. In order to expand the business of the haftk taking 
this as the average honest purpose local agents lend out money at 9 per cent 
or so. The bunker lends out money at double that rate according to the 
necessity of the borrower. Sometimes, small ryots savings are posted in 
by baiikeis paying small rates of interest, such as 6 to 71 i>er cent. 

It would not bo altogether incorrect to su.spect that money borrow^ed 
under the States Boaiis Acts are diverted in this maimer to a voi’y limited 
extent. Takavi loans. 


I know that in a very few cases, soon after the war when the value of 
land was high, lands were sold and the money thus got utilized as capital. 
Profits from money-lending are some multiples of nett profits from agri- 
cultural produce. Land gives 6 per cent at the mart while money-lending 
eanis 12 to 18 i>er cent. 


In order to inake tlio bunks (monoy-lcnding banks) useful, there must 
be a strict provision of law making the lending of moneys above a parti* 
cular rate of interest criminal. At pi-esent, there is reckless borrowing 
at high rates of interest. The tradesman thinks it is an inevitable evil 
to pay high interest and one which has only to l>e endured. Speculation 
fieiK^ hia mind strongly. He does not mind seeking the protection of the 
Insolvency Act for the shame that attached before to a declaration of 
msolvency has disappeared nowadays. 


Ill .‘“^InvesttnEfit heihit and uttractiofi of capital* 

26 . Institutions for investment of savings are nU in the interior villages. 
There is not much confidence in village co-operative institutions. Post oiSfoes 
doi^ savings bank business are practicallT nil in sudi areas So savings 
with a ^ot, if very small are buried in earth in small pots for use in difiS^ 
times; influential ryots lent out moneys for interest while others invest them 
ui purchasing land. - 



26. Habits of fieopHe to invest in gold and nlrfr.—'C'oiuparwJ with iowtis- 
folk» viUaj$e folk hav« leHs tendency to invest savings ui iewellery. Tho 
tendeney of village folk is to lend money for intei'tvit or putxiiase land. Aa 
cmiiaaiioii is advancing, and commiuucatioii with towns is getting eaa>% 
there Is some tendency to go in for gold jewel lory. The tendency to mako 
silver jewels is dying out as silver has Irn'oine cheap. Even in gold jewellery, 
the use of some forms is getting out of fashion, like o ib ; 

and so on. Whenever a person cun afford it, he thinks t)f ornaments in pixH?iou» 
stones. It is diffieuli to give an t>stimato of the vuUio of gold jewellery 
accurately in a family of nonnal means. I think ni u family whtMH> annual 
income is Rs. :h<KX) the housewife would have gold jewellei->’ worth Rs. 

A family of ordinary means will have Rs. .‘HK» to Us, 1(K) xvorth of gold 
jewellei-j’. Roughly, the value of gold jewellery will he e<iuul to one year’s 
annual income of a family. 

27. Popuhirify of cash certificates. — Not |»oj>ular in villages. Post ofRciJS 
are not in easily accessihle distances. Secomij\\ a purchaser of a certificate 
gets nothing as interest if he ixmvtuts it into inonev within one year of 
purchase. Whereas, if the ryot leiuls money, he gets intoivst for every day. 
If the c^iu’tificates are to he made popular, they havt' to he advertised and 
sold in the values through tiu* agency of Postal Department or the Land 
Revenue l)e[)artment. Each certitieate must In* capahle oi InMiig sold at 
the end of one year, i.e., instead of live years’ postal certificates there can 
be a class one-y<’ai’ postal (tut ificat(*s. They may he made trunsfcrahlc mh 
a iiegotiahle instrument and adjnstetl through lhi‘ village otfieers against 
any form of demand fit rmiume due to Government. The rates may he so 
changed as to give at least 0 |mr cent interest in onlcr to attract inort* 
capital. The interest in the nhirket is much higlier and the Goveriinumt 
take higher interest lor Stat<‘ loan-.. It may Ik* saul that the (*ei’tificat 4 ‘s are 
free fix>ni inconu‘-la\. That makes no imjirevsion on the laxjr man who has 
Binal! savings for he rari'ly ever gets taxable income. 

Savings Inml: s.- ~Thv official classes mostly use this investment for under 
the Government St‘rvanls’ C'oiultict Uules they are prohibited from lending 
money. The lutes may l»e so fixed a.s to work out G per cent inteiX'st in 
order to attract other classes who easily make inten^st tM]ual to that in the 
Oi>en market either in money-lemling or other trade. 

28. purchase and sale of (iovcrnnicnt securities- ■ 

In Goveninient adfninist ration . — The rules regarding purcliase and salo 
are contained in the Si^nirities Manual and Postal Savings Hank Uiiles which 
I think it unnece.ssary to repeat here. 1’hc truiisaction.s aix^ done through 
the Accountant-General. 

Imperial Iktnh . — Money is credited into tlie liank AvliieJi negotiatCH 
roc’eiving eominission. J do not think these .ses uriticH w ill evi‘r he pojmiur with 
the small agriculturists. The kiiihII agriculturist wants a return lor his money 
at a rate equal local interest rale.s. He does easily find a Isirrower 
locally. IntereBt on Governinent securities is low relatively, and it will 
nev#r attract him. After tlie Arhuthnot A Co. crash and thaiigtHl eondi- 
tions after the war, there is strong incentive for tlie agriculturist to invest 
mdney on land, if he has enough money. Else, he lends locally and gets at 
leaat 9 per cent. 

39. Habits of people in utilizing savings and money got from sale of 
f/roduce . — It is eoiivenieut to consider tliis subject under village folk and town 
folk. 

A. Brahmans, — VillagCM. Stiong tendency U) purchase land : next money- 
londing profits from whicli are used for ceremonies; next business (small 
scale) such as haying shares in rice mills (Ne)lore): religious purposes — 
such as construction of Rama Hliajanu Maiidirafits : Purchasing gold for 
jewellery to a very limited extent. As a elas.s, it is generally indebted as 
ceremonies such as marriages and obse(|Uies absorf) far too much coiiipared 
with sarings. Much money is spent on education. 

• 

.Towns. — Money-lending: House property: Business, such as cloth-shop, 
salt shop, g^hee trade (Jainnialumadugu, Ciiddu[>ah district), bus services 
Viaagai)atam district) and jewellery. Much money is spent on 

education. 



B. Vai$ya $. — In townn and villager. Money-lending and buaineaB in ^tli 
and grains: jewellery from accumulated profits* nmcb money is anent on 
marriages, obsequies and similar ceremonies. Money spent on edncatioji 
is limited. 

C. Kshatri^as,—ln viUugcis — Money-lending* purchasing laud, raising 
fruit gardens, profits niontly utilised lor domestic pur|>06es* 

In toaiis — Thei'e are very few families living in towns. Nothing special 
to Ije noted under this head. 

1 ), Kam^alus (goldsmith) — Jn villages — Purchase land. 

In Uiwns — Make jewels for«>saIe. 

E Muhammadans . — In villages — Purchase land; or purciiase hnliock*carts 
for plying for hire; purchase vegetables in towns and sell them in villages. 

Ill towns- Business in cloth sales,, in purchasing skins and exi>oi*ting them. 

Some ivho have ohjivtion to lend iiione^v for interest invest money in 
house pj‘oi>erty. 

F. Other llituhts (excluding A to J>) — 

il/ortcorijn. -Money-lending. Found only in towns. 

yattul'otfai Chrtijs . — Strong tendency for banking and money-lending 
(in towns mostly). 

(UdUis (inilh-men ). — In villages — Purebase land; purehaso goats and 
shet»p to grow flocks in order to sell them. 

In towns — Purchase she-lnifl aloes and cows to scdl milk. 

K<ipiis, Vclamas, Inn hers, irashers^ vtc . — In villages — Have strong ten- 
dency to purcluise land: nioney-Iending ; some purchase hull-calves to sell 
them at a jirofil ; some purchase sht‘-hullulcH*s to use the milk for preparing 
ghee and curds t^) sell in towns; husiiie.ss such as having rice mills, ordi- 
narily, they do not invest luoiu^v in other trades, such as cloth, pulses, salt, 
and HO on. Exf>enses under education and under domestic functions small 
generally, a thrifty class. 

In towns — Money-lending, hoiist* property, supplying milk to coffee 
hotels troinoudously hy kec‘j)ing milch cows and buffaloes; education of 
children. 

Yathas (foddif-drairern) ( Viisagapatain district). — Pound in villages. 
Purchasing pigs, itjariiig herds to sell pork at shandies. 

Mahis and ^fadigas , — In villagCNs — The little that they can spare is 
used in money-lending or purchasing land. Tendencies ai'C. more strong 
nowadays in the latter direction than ten yeai-s previously. Have strong 
inclination to spend money on grogs. 

Valmikis (Gudem Ageney). Vizagajmfam .—Do business in Agency' pro- 
duce such as cofftKN fruit, turmeric (oranges), sikaya and so on. • 

Oilinongerii . — Invest money in purchasing giugelly seed in large quanti- 
ties in Older to proas oil and sell throughout the year. 

To Humiuarise in a general manner — 

Jirahman . — Has small resources; so does not venture in trade whiiJi 
involves risks. Likes a safe investment as in land, interest-paying invest- 
ments. He w ishes to have money at call for education of children*; ceremonial 
expenses of a domestic nature (marriages and so on). He keeps a high 
standard of ctlized life and puts money on luxuries, in dietary, clothing and 
so on. 

Vaisga. — Doc?s not mind risk in trade. Docs not liother himself if he 
beitimes insolvent one day for shortly after in some other w^ay he starts busi- 
ng again. Deals mostly in money-lending, cloth, grains; latterly spends 
on luxuries, domestic ceremonies and little extent on education. 

Miismlman , — Business in an^^ line including objectionable articles such 
as skins, spends little on education. Some drink liquor.. 

Oilmongers^ OoUas^ Medariew (bask et^ea vers), etc . — Use money es 
capital for running their profession in different directions as al>ove stated. 
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30. Farmtr* IciuUiig to fcUou' agnntffurhtjt. — Tli^y do. Loau» of aaiall 
ftuma of money payable under a month do not generally liear iutereat* As 
I have said ni the previons paragraphs, interest varit^ from C to 12 |>er 
cent. 'V^^n grain is lent, interest is taken in kind — ^i^hich varies from 
1 to 78 of the quantity lent per year. Geiienvlly, l>orrowe<l money is returneil 
only after tlie next hai*vest. It sometimes happt>ns that saviiigs are needed 
for extraordinary' expenditure surh as mariiagt^ and so on. As the borrower 
would not be capable of returning the money at .short notice, money is kept 
idle aith the ryot in order to draw from it fmm time to time. If there arsi 
banks in easy reach, ryots could put in money tluox* and get intere.st — as in 
euiTeni accounts or savings bank — for the iwriml in dejmsit giving him at 
the same time the cHinvenience of with<lrawal as anil when lie chooses. 

31. It win lie an advantage to the Government servant if he can Iw^ paid 
•by cheque. During leave, he c*au draw leave salary without having to pay 
postal money order commission. 

32. Posdihtc mraitA of ethicntinff thr peoitlr of fhv amntty to ittvejif wring* 
in proilorfive undertakings — 

(«) There are village libraries whirh riH^Mve contribution from the local 
^ards. A liook written in vernacular on the sulijiMt of several forms of 
invesiment may lie supplied to such libraries so that those aho can read 
may take interest in reading it. 

(h) Village panchayats can assemhle ryots and explain to them. 

(r) Departmental ofJiix'rs — in the Co-operative Department, Public Works 
Department; and Land IL'venue Officers during their tours can explain the 
advantages. The jainabandi |»ei’iod is also an occasion for doing kucIi work, 

(d) Spec‘tal committees may W formed— as in the case of temperance 
(^mmittees — to tour and explain. 

(e) Whenever taluk boanl and district board mootings are held in 
interior villages, the occasion may be used lor assiunbling villagers and 
educating them. 

(f) Special village sheets may be published with distriid guxcdies or 
otherwise and distributed free. 

If professional money-lenders are disi*ouraged by suitable amendments 
to the IJsiirions Tioans Act from exacting higli rates of interest, cajiitul will 
easily flow in for works of public utility in the country ns the piMiple w'oitld 
then prefer investing moneys in Government loans to lending to private 
pei*sons of doubtful solvency, particuluriy as the disparity in interest in the 
two ca.ses w'ould not he very apprei'iable. 
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( 8 ) 

Written evidence of P. W. STBWART, LOJSI-, CoUeotor of 

Guntur. 


I regret that I have been tinablo to reply to this reference before. Bevercl 
references have been received from various purees in the last four months 
alt requiring answers in inuc^ detail to subjectSt discursively statedi which 
are under consideration by Legislatures or Committee^, and I have not been, 
able to consider any of them as 1 would wish. Moreover this particular 
•ubjecit w^as studied ‘by the English head clerk who has bad to take leave 
following an operation. 

2. For the details, I enclose the replies of the Suh-Colleotor, Ongole, 
and the Revenue Divisional Officers, Tenali and Narasaraox)et. I am not 
in favour of increasing facilities for long-term borrowing. The habit of 
debt is ingrained in the people. The amount a man can borrow is an indi- 
cation of his status, so iimcli so that increased facilities are likely to lead 
to borrowing for its owm sake. I believe — the Income-Tax Department would 
probably corro}x)rate — that surplus funds arc habitually used for lending 
to others mther than for clearing off debts and that a wealthy man’s financial 
state is a complicated mass of debts and credits. Added to this there is 
the tendency to dis])lay by the jewellery of the women and children and 
during marriages, rec*eptions of prominent people and other ceremonies, 
which W’ould be encouraged by more oppoKunities to borrow'. I am not 
satisfied that the majority of small holders need much capital for improving 
their holding^s. The main improvements are alivady made either by Govern- 
ment direfrtly when they provide irrigation, or l>y takavi loans from 
Government for tlio smaller improvements which the ryot himself has to make 
on his own relatively small holding. I am therefore not in favour of land 
mortgage hanks in the Telugu <*ountjy, and w’ould prefer to stimulate the 
iShort^tenn loans to prevent the ryot getting into fresh debt for cultivation 
in the season following a had one and to enable him to market his produce 
at the best time or without the aid of too many middlemen. In the 
Kistna western delta and in the diy' lands near and above it, the agricultural 
conditions are so good and regular that even thase loans should only be 
nectossary for marketing. In the lands on the fringe below' the delta and 
in the belt of dry country extending from Ongole taluk to the Palnad taluk 
the crops are liable to fai!ui*e, so sbort-term loans are required there to 
finance agricultural operations in the folloiying ^iason. The Imperial Bank 
of India and the Indian Bank do not usualty io the ryot but to the 
merchant, so this field is left to the DLstrict Cb^peralive Bank and the 
village money-lender. I w'oukl not endeavour to traffsfer the old debte of 
the ryot from the village money-lender to the land mortgage bank, but 
would hope that thrift would gradually be inculcated and lead to tb^ 
being cleared off by the ryot himself. v 
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EKCLo»rKr.ii 

(i) 

Written eyidenoe of S. A. VENKATARAMAN, Esq., M.A., 1.0 Rm 
S ub«Colleotor, Ongole, 

I enclose herewitli notes prepartnl by the TahsiKhir. Onj^iole. alter a 
discussion with me. I agree generally with th# opinions exprtwistnl in it. I 
regret that owing to pressure ot other work, i have been unable to devote 
more^ time to the questionnaire. 

(Note of M.R,Ry, G, RAMAKANTHACARYA Avargal, B.A., 
Tahsildar, Ongole.) 

/. — .If/riral/ ton? (inlif ntnl ttiulif fm if if its for ^'HonU iihluitt ries. 

1. There are no indigenous bunks worth tlu' nnin«‘ in this district and the 
ryot generally lesorts to tin* ju'oles.sional nnuu'v -lemb is or Uh*r« hunts iti his 
village for loans - . short-term as \vt*ll iis long-term loans to nns*! his t*\|)eme» 
tindei* the three eategoric's, (o). and {<) except, of course*, in u fenv easc*H 
in whieh he lias aeeess to i)n' c (>-opc‘i’at i\ e banks uhirb Inn c* sprung up 
and are working for some* velars past, or takc*.^ advantage' of llie takavi 
loaiLs ottered Ijy tin* (loveniment lor c‘tlectmg jxannmc'iit im[)rovemc*ut of 
their IuvuIh, etc. hoeal luonc'V-U'udc*! s usually charge' interi'st at Ibc' rate 
of Rs. 8 to Hs. 12 per <‘C*nt pc*r annum sulcjec t t(» iu(*n*as(' acc’ordijig to 
fluctuatioms in the* iiioJic*y imirkcU, as against 9,^ per erni chargc*d by the 
eo-0|>erativc* banks. I’ersonal sc»eui’ity is raicly clc‘matidcMl by profc'ssioiial 

iiioney-ienders in the ease of short-term loans but tfn'v accept sc'curity of 
standing crops, etc., in sueh case's. As feu* long-term loans, security of land 
is the rule, though in the cacse of debtoi*s u lio have* got good laiidc'd pj‘o- 
perty, it is relaxed to the* extemt c»f it s value*. ( 'o-of>c‘rat ive banks g<*nc*ra!ly 
accept personal sc'curity in the <‘asc* of short-term loans; while in the' ease 
of long-term loans, sc'curitv of land is uIm) in .some* case's, insistc'd on. rndew 
takavi rules, security of laud is insi>tc*cl <m in the case' of li.l. 

loans; while in the* case of agricultural loans, pc*isoual sc'curily is accc*pic*d 
ns well a.s scccurity of land or other iiji movable propc rty, .sue b as substantial 
buildings, etc. The ral€' of iiitt*r<‘s( charged at pi-csent is pc*r c-ent 

(reduced recently from TJ per cent). Having rc'gaid to thc' number of 
co-operative banks now' wat*kiug in this distric*!. tlnoe arc* m»w about 0<K) 
such banks incltldlng teijabts’ -cd-openvtivc^ socic'tic s, c-tc., and their working 
capital which, amonntl, about lakhs, and flie large amount of takavi 
loans advanced to th# ryqts — tjbe amount of ca|>ital tliat/ is iiecc*ssary to 
ine<?t the requirements of the ryots in various clir<*c*tions in this distiiet — niay 
nm to .several laklis. AiiparcntJy thert* is no disc r i nablc de lec t eitlic'i* in 
iHb takavi loans or co-cjperativr* bank Systems working und(*r tluc atispices 
of' Government, but it may Ik* cebserved Hial the* borrowing powco* of the.' 
ryot under these rules is stmiewhai too limited to toueli the* fringe* of tho 
legitimate ref|uirements of Arnie of tlie deeply indc'bted lyots to wliom the 
loan.s obtained under th(*se systems act only as a tc inpoiary iflief. That 
is W'hy such ryots resort to the profc:*ssional money-leiideiK whose* unw‘ru|>nlous 
meth^.s of dealings, apart from the exorbitant latc's ol intercHt sonu'times 
demanded, grind them down. Of course the* professional mon<*y-i< !Klt*rH are 
resorted to also because of the g<*n<'ral igii<*ran<e of ryots who are still un- 
aware of the better facilities now' available for borrowing. Land mortgage 
banks is one of the remedies suggt*sted to inc rease the iKn iowing pow'er of 
the ryots and thereby tcj help him to reduce his indeldedness, Jso far as 
the working of the takavi ruh?s is concerned, I am afraid there sometimos 
ftrise cases in which the horrow'er does not utilize* the* loans oiriained for tho 
productive purposes for wdiich he originally applied but applies them to other 
and more pressing domestic; needs which do not give any return. Though I 
am confident that wdth the aw'akening that is taking place all round, the 
ryot will soon realize the disastrous effects cd resorting to the professional 
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1288 


iiK>!iey-lender and avail liimself of the bc-tter facilities now within hia 
reach, still he will not, at all events, i>ro8i>er unless and until he cultivates 
the habit of thrift in various items of his domestic expenditure, such as 
marriages, etc. Education and propaganda appear to be the only means of 
opening the eyes of the ryot to the iU‘W possibilities that await him. 

2, Miirkt'tiiuj of princiiHil vrop». — The village merchant buys crops, while . 
still on ground and somewhat in advance <»f liarvesting. usually at a compa- 
ratively cheaper rate than can usually Ik* obtained in the market after the 
harvest season and transmits the gmals to his own commission agent at a 
<*eiitral jilace and the commission agent will, in his turn, desjiatch the same 
to his customer in another central place where there are railway facilities 
for export. Tho crops thus pass through several middleiiien ^who make good 
profits at the expense^ of the' ryot. At present there are no credit fa<;;ilities 
ior the financing of products during marketing, which will profit tho 
rather tlian the merchants and other dealers during the process of marketing.^ 
If the ryot <*oini*s to realise how much he los<*s thi^ way. he is realizing it now 
in parts, though hut slowly, there is every possil>ility of his forming pools, 
ete., in marketing the* produce in the iu*ar future. As regards the existing 
facilities for internal remittances, the Itundi system is in vogue among mer- 
chants ill towns and in villages, an entry of the hfirrowor's nhfno with or 
without signature in the lender’s kiiata book is enough to validate monetary 
transactions. In my opinion, tliese meihod« aro serving the mercantile 
interests without any <<»m plaint and are not in need of any ladical change. 
Tho Jmndi system is generally current among tlie middlemen, luerehaiits, 
and commission agents and the liundis are lionoured in local and provincial 
centres in so far as there is a common understanding hetwo(*n the parties 
to the transactions. 

iiist rmmuf s otnJ iltc poit fluij phnj in fhr internal iratlr in 
the laovincr. — Promissory notes, bills of exchange and cheques are all tho 
instruments inontun\od in the Act. Hills of exchange arc* only hnndis and 
their utility has been reforreci to above. Acknowledgments on khatas raain- 
iaini*d by the merchants servo as j»romissory notc^s ; c hequers are in use only 
in tlu' it*cngniz(Ml banks, etc*. Reduction of duty may lead to more? extensive 
use of bills, and it is biglily desirable* that the acknowlcHlgments referred to 
ahovo ho exempted from stamp duty in so far as they lelate strictly to 
c'oininercial transactions. T have no other |>roposals for the? amendment of 
tho Negotiable I iistrunients Act. The variety of the luuidis that is in vogue 
licit* is called Haratain ( 1 and it takes generally the form of a 

letter of credit. 

3. V(tttie of lamf per acre . — Tiancls w]iic*b groAv wet paddy, duffasal or 

double crops, tobacTO, groundnuts and chillies are generally more valuabl© 
tlian those wliich procliue dry paddy, jonna, rariga, ariga, ragi, kandi, etc. 
The chief factors that affect the value of the laiuj ai*e the nature of the soil 
such as l)lack-c*ottou soil, its tenure as dry or wet, its pmximity to the village, 
its capacity to produce valuable and industrial crops Bjioh as wet paddy, 
groundnut, etc,, and the local demand f6t agricultural iano^. Values of 
these lands under (a), {h) and (r), are ncited l)«ld*a' in thc^ight of the above 
considerations : — • 


Crop. 

..I-* .. 

Looal rdfes. 

— 

Wet taluk. 

Dry taluk. 

(a) - 

(«) 

(<?) 

1 . W et paddy 

2. Doable crops 

3, Tobaoo, eliillies and 

groundnut, eto. 

4, Dry paddy, jonna, 

varJga, cotton, 

kandi, eto 

as. 

600 to 1.500 

1,000 to 2,600 
Nil. 

Nil. 

E?. 

3(>0 to 1,000 

Nil. 

100 to 1,000 

300 to 600 

1 

Half the 
value. 
Do. 

Do. 

Do. 

Three- 

fourth. 

Do. 

Do. 

Do. 

1 

Nine-tenth 
or full. 
Do. 

Do. 

Do, 
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In the caM' of lauds under Ui) \ow bids will feteheil owing to t'ombi- 
nation of local r>ot«. Theit? i?> no opportunity for f<uch cHunhiuntion in town 
for sale of lands under Private negotiations un> not hanipert^ hy any 
snch disuihilities and the full value or almost the full value is realised. 

4 . li<‘ga] inij>ediinent to the mortgage nf land, etc., exists in the case 
of the limited estate of the widows and the pronorty of minors excejd of 
eourst', under cvrtain conditions, the nnwif of tlie validity of which will 
always lie on tlie party who icsst^rts their existence. There are no land 
mortgage hanks in the district. There aix' agricultural banks, hut 1 think 
they do not make provision for long-term cit^its extx'pt perhaps in iigriciil- 
tural comerns. The co-o]K'rative lianka J^lxivide for such credits, though to 
a limite<l extent. Jtoth raise capital on the basis of share system and form 
rewserve iiiiul> irom <»ni ol tln' pi-oHts dc'rivc'cl so to imreiis<» and cxuisoli- 
^date the capital, wlnle tin' activities of the agricultural banks an* conlined 
to giving relief in agricnit oral matters. 'I’he < o-opt*rativc' banks' sphere ef 
usefulness is not rc^stricted in any sucli way. Land moitgage banks are 
a desi(h»raiuni which can la* supplied to thy advantage ol tlu' ryot popu- 
lation so as to ,su[iplc*iuent the henc‘tic‘ient activities ol tlie otln*r kinds of 
banks whi)i4i are now working. 

(o) ] }ft i>ror*'inrnfs ni fhr rvcortis of All important village aicouuLs 

hearing on the records ol rigliis have, undm existing rnU's, h(‘cn thrown ojien 
to ryots and I do not think they are snsc’c pt ihic* of mm h further improve- 
ment at this stage. 

(/>) Sin* inn nf fhr i.rmrss nf fnniin.sinc. | ha\c no suggestions to 

inakc‘. 

(f') Acc'c'ss to rcM'ords ol rights may l>c c xcuiiptc'd Irom the prc’scrilied lee.s, 
scarcli lees, etc., so as to reduce the* Imrdcu ou Ihc' constituents of the hank. 
H'lu' working c-apilal of the mortgage* hank may lx* dc*li^t’(l Irom the three 
sources named in (o). (//), and (< > and I do no( think that tin* (ioverninent 
guarant(‘e is necc'ssary eitlici- for principal or intcic’.st or for holh. In work- 
ing institnlioMs of this kind (»ovc*rnim'nl may sonit‘timcs have to incur loss 
hut guarantees of tho kind pniposed will, in iny view, detract from the 
di.sciplininy value which w ill othiu w isc* !•<* ohtaimxl. d’lu* terms under w hich 
the co-operative hanks arc working apply. I should think. e(|Ually well to tho 
agricnlturai moitgage hanks. The- chic*! t<*atmc‘ of mortgage Icanks is to 
insist on the security of the* lands for ndvam ing loug-tcuni loans and if 
personal security is also insisted on. I am sure it will he forthcoming and 
this will tend to sound security. 

o. .L/ tiiul fill III iijiis^irs (ukI flirir tfifli hi ( if III ss. - nidchl (‘(I m*ss of the* 

ryot ill U[>land and dry villagers is cc>mparativc‘ly Ic'ss than in the delta 
village's, though tlu‘ agricultural exf>ensos in the latlc'r village's are cornpuni- 
lively less tlian in tlie dry villages, for the obvious nuison tliat the ryot in 
the deltaic tract is becoming more and more* suMc*plihle to tin' inllnenc’c* of 
civilized mod«6 ot Hiring and li^s 4ovQioped a tendemey to amjdify his comforth 
beyond his means. IndehtfliluefiH ten about lialf of tin* estimated valuer of the 
lanfled property* in delta villages and to ono-third of it in the* dry and iijilnnd 
villagati may he a fair CbtiilMfcte lyots’ indebtedness in this distric t. 

Taking tin* alcove estimate as tin* unit, the aniomit of cic'bt under (a) may 
represent about two-tliirds of thc' ryc»t>’ projicrty; ol the* remaining om*-third, 
half of it may lepresent the concealed debt undm* (//) and the other half, i.e., 
one-sixth of his property, will fairly repro.seni his debt under fc). 

Items (a) to (f) are the main purposes foi' whic-h debts arc* gcmcrally incur- 
red by the ryot e.xcept. of course, in I'enali and cither deltaic villages where 
large* suin.s are borrowed from Afarwari ereditors for mc'eting the dcunnnds 
of civilized modes of living, for in.stanee, motor ears, eonstniction of snhsiun* 
tial buiidiug.s, elections, etc. The creditors for items (r), (/), (ij) and (h) are 
partly Government and partly co-operative societies and the inoney-lendcrH 
also come in for a laige share. Professional money-lenders aro generally the 
only creditors for tho debts under the remain items. The rates of interest 
charged hy tlicse various agencies wore noted in paragraph 1 of this report. 
There is no hard and fast rule for the professional money-lenders in enforcing 
the payment of their debt.s. The more Inimauc* of them acxjept liquidation 
by instalments and resort to arbitration when a dispute arises, while a majo- 
rity of them enforco payment only hy, resorting 4o the civil courts in tl^ 
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©vent of Ujoir cloi^tor.s failing to fulfil tlio conditions stipulaiod in the 
dociinicnts. Jn tlic rase ul cu*oi>ei‘aiJve hanks and taka\'i Joans granted by 
the Uovernincnt^ the repayment of deJ>U is enforced by way of instaiinents. 

In takavi Joans, a graduated scale is adopted and the interest is calculated 
aeeonling to prescnJjcd tables iiicorporate<l with the principal amounts; 
whereas in the case of co-operative hanks, they <x>liect penal interest at 
lifi per cent if the debtor fails to iimko the payment according to agreed ^ 
conditions, and where the latter proves himself incorrigible, the decree in 
bummurily passed ari<l enforceil tJiroiigh the instrumentality of cither the 
civil court or the Kevenue Defiartment. ruder takavi rules loans are 
suminanly jtH ovored il the borrower is I omul not to Inlfil the conditions of 
the grant. No jienal interest is levk‘d. Tliere are a good number of people, 
who have Iuhmi transferred from efficient farmeiN into tenants through the 
process of enlorceinent of old debts and tlie iande<l property passing into 
the hamls of tlie creditors. I do not think that tho ryot is generally ao* 
pessimistic in his outiook as l(» get disheartened and give up vigorous efforts 
to jiKxluci* more and more in oid(‘r to rwover his lost status. The dejires- 
sion caused l»y such leveises will, in my view, lie only temporary and, given 
lair chuiues, he will try to repair his fortune again. 

0. SithHidia r)/ ind imf rirs nllird fo After the crops are 

harvested and heJojo tlie next season commen(‘es, the interval is generally 
used by the r\(>t.s only as a resting time with oceasionul efforts to lietter 
their lands against the ensuing seasem by way of manuring, etc. The 
mind of the village ryot is Jiei editarily unimaginative in the direction of 
arts and crafts, and no enterprise will, in iny view, appeal to Iiim at present, 
thougli in the munagmuent of his sjieciai avocations he exliiliits certain 
qualities of intelligence whicli are ie(|iiired for his success in that sphons 
He is generally averse to organized efforts not sanctioned liy tradition, and 
is generally irri^spoiisive to enterprisis which involve the raising of cajiital. 
All the snhsidiaiy indnstries mentioned in question 6 are to he seen in the 
district. I am not aware of any <»lher small industries which ajipeal to 
the ryot . 

7. 1 am not awari’ ol the re)alion>> tliat exist l>etw(?en tlie various hanks 
inentionod. As n‘gards tlu‘ existing diffienlty in tlie matter of finance in 
tho case of co-operative hanks, it may he said that the scope of lielp which 
they can givi' to the ryot is limited and tliat, as observed by me already, 
tho extra capital iiujiiired for financing the co-operative movement will run 
into lakiis. I am not able to give an estimate exc<'j)t in these general terms, 
iloint-stock hanks have (h’alings geiu'rally with mercliants and I am not 
aware of any eonqietition between them and co-operative hanks wliich mainly 
serve tho interests of the ryot population. Industries such as riec-iiiilHng, 
cotton ginning and sugar-rtdining are not resorted to by ryots of status 
though the j>oor among them living near industrial centres, do take advantage 
of tlie.se industries. Well-to-do ryots however supplement their income by 
raising garden prodiU‘<* and by conveying harvested crops on their bullock 
handies to inurket centres tor hire paid liy the village inerehant who j^uys 
their [nodnee. ])airv-l arming and hand-spinning are es]HHial vocaitions of 
their womeii-folk and they attiuid to it aimo.st throughout the year. Thfse 
are a good source of supplemental income and when men become impoverished 
on account of adverse chances in their agricultural pursuits, the women-folk 
at times come to their rescue, though their general tendency is partly to 
lock up their gains in jewellery and parti.'? to lay it hy as their personal 
fortune. New inetliods do not generally find favour with these rustics and 
it requires much propaganda before these can he introduced in order that 
they mtt 3 ' get better return, either in the sjihere of agricultural or industrial 
pursuits. Ilasket-making, carpet-weaving and similar manual industries mav 

course he taught and followed with advantage but generally no ryot of 
status would go in lor thcuu owing to age-long prejudice against these pro- 
fessions as they are asscx'iated with Yerukalas and Lumhadies and other 
low castes. It is, in my view, desirable to extend the concession described 
ill order to stimulate the growth of tho co-operative movement. 

« 

J I . — In cligen o us bu n I Ing, 

So far as I am aware, there are no such banking agencies in this 
district. 
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JII,~ Inveattiunt hatii atu! nMntcfi*it\ of capifal. 

1. Tho only hank that*is riH|uiroii ni mldaion u> tho Imukis now working 
Ls the land mortgage hank. 1 am imahie to state ilio additional capital 
that is nK|Uirod. as l have no nMpiisite dnin. I'Ihmo nro now many faciutios 
for tho mvrstinont ol savings hut gonoritli^ tho ryot, who i>s ahio to m&vo 
sonu'thing will pretor to lioard tor loai that tho money wih not Ik* uvuiliihlo 
when refiuired. Other communities have already r'eali^isl the advantages of 
investing their surplus money in the hanks,, as is evuient trom the resuita 
oi tho working ot these hanks. Tlie people ot Imiia preler to invest- m gold 
and silver tincl this liaint has prohuhly sonie Instorical origin in tlu> taet 
that, in tlio old days when ruling dynaslies were t'hanging utten, they felt 
that the preservation ot liiest' imuais was ot vital importame as eempaiiKl 
With their inierior suhstituies. the adiiitnuial reason tor this tondeiuy is, 
1 think, the love ot oruanieius on Uie [uirt of women in India. 

*J. Postal c ash < l i t ilicatc'» art* gaming in popuiariiy m this district. I 
ha\c' no suggestions to inaNc* w lUi rc*gard to tfoor no isnm. Savings hniiks 
alford all ri'asonidiU* iacilitus to the public and tiie middU'-t'lassc's lestui i<i 
this loiin ch mvt'stnieui. Proi>agaVida work wol, liowoMi, liave lo h«' done 
liy tlie Po.sial Dc jiariinenl to popnluiizc* Uiw iestiiulion. I am not aware 
of the aliegttd conipetiliou of iio\ cm lunmil wilh hanlung mstinitioiis, willi 
j*eierenc<* to treasury bdls and Postal I'ash t tsi i ib< at« s. | lm>e no reiiiHiks 
to oiler rc*gardmg ixisling iacililios for tin* punhasc* and .sah* <»1 (tovern- 
inent scHuritus. (‘tc. Ryots who have #*iirplus innnc'x will he IcMiding out 
t<* tlicdr hrot luM -rvo} s loi sinuH inicMc'st, in the sann* way as other money* 
UMulei>i, lliougii on iiiorc' lenuMit tenijs. Snni»* itHanx is sjkmiI to iiii|iro\«* 
their iioiiuvstcMid , their < al t K-slicds. and .some* nion* they lock-up in land 
adding thus to ihcir iniinovabii* pr.*perty. M :d<llc-c}ass men cUher tliun 
merchants will cmIIkm' sink thmr inonc'v m land »»r in buildings winch givt^ 
a fair n*lnrii. Merchanis sink ibcoi imnnyv in lb< n trade. Now;Mla>.s, intelli' 
gent men of all <‘ast(‘s hate* l»*aint the adxaiilage ni depo/iimg tlnor moneys 
in the banks, cdc.. since they find iliat ihts is prc'lera )»h* to holding to men 
of doubt ml soh'cMiev . 'riuM i* are othiM' groups generally ol hoc class pcMiple 
who will lnir\ it iiuder mirth in (In n littic* huts lor use ngainst a ramx dii.>’. 
A.s regards the distribution of c'apital among tb*^ indigenous popiilution, 
the grow ill of capital is very slow and it does not disinhule xcm v fretdy, 
as it is very limitc*d and haiiily sulhca nt. tor tlu' owneF- to inecM his ordinary 
recta ireineiits in life. 

4. Tho issue c»f ciieniie's is in use onl\ in bank . 'Die abolition of 
.stamp-duty has popnl.i ri/.ed tlie cliecnu*. (loverimuMd ^c>i\anls and hank 
employ<M»s aliov'c' Its, IdO may bc' }>ai<l l>y nanius i»i ebe^iiH’s, Init it will ho 
Ijoitei' fo leave it to tbeor option. I am not in laxour ot using vcM*nacnlar 
scripts in lai liking. 

5. 1 agree that banking and investrnmit in India aic* ol slow growth. 
This is due' to the lack of industries and tin* eon^c'tim ii I industrial im‘iitality. 

The opening of new branclies in r(‘<‘ent ycNirs by iJn* ImpcMial Hank of 
lnc|iu has stimulated coiniiiereial activity in }»1. -es, wliicb wi‘re dull beforo. 
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(ii) 

Written evidence of M.R.Ry. I#, R. VENKA T R AM A K Avargal, 
M.A., Revenue Divisional OftLoer^ Tenali Division, Tenali. 


Til this division, the cultivating ryot genoraJly docs not require any 
finance for incurring ex|>cu«cs during cultivation since he keeps sufficient 
st<Mrk of paddy rcHiuiied for paying the cooIic*s e|igaged in transplanting 
the fields as a major f»ortiou of tlio division is coftiniandecl )>y the Kistiui^ 
delta. The fields in the deka |>oition do not also rcxjuire any improvements 
for whicli the ryot has to spend any large' amount. The slight improve- 
nients will 1 h) within the nuu'gin ol the ryot’s hiuiuce. It is only in cases 
where* the lyot elu)osc*s to Jower tlio level of the dry ^eids so as to hr mg 
them under wet cultivation tiiat he has to si>oud a iiretty large amount hut 
sucdi casevs are very rare and only resorted to hy the rich nota who possess 
dry lands adjoining the irrigable ay^icnt lands. The expenditure in such 
ease is even less in Hepafle taluk wheue the reclamation is done gradually 
with the Jahour of the ryots as the soil is mostly sandy. The ryots in the 
delta liuvc the least occasion to require inonc'y for s])ecia] needs. But some 
of the poor ryot.s who po.sscvss small extents of lands or uho are cultivating 
temants of small extern ts generally go in to the local money-lenders for paying 
land revenue. Instances are not also wanting where such ryot.s sell at a 
low rate to the local commission agent part of the paddy fov defraying tlu* 
(‘xpenses. 

2 . In this division padd' is flit* chic'l crop rai^Mi and it is generally sold 
to tile eommissicMi agents alio go in large* numbers to the villages foi’ |)ur- 
chnse. Instanec\s are not also wanting where .some of the rirli rycjts store 
the grain for selling snhsc'ciuently. Turmeric Js extensively grown in the 
Tenali taluk and it is a cornmeiTial crop largely exportcxl to Bomhay and 
(•aleutta. This is jjurc liased generally hy the agents employed hy Marwaris. 
]>ry croi>.s are raised in small cjiiautities. 

8. 'fho value of lands in this division deptuids cuitirely on the irrigation 
fueilities whieh the land possesses and its jnoximity to the village and to 
the irrigation channel and similar c'onsiderations. In some of the fertile 
villages where* turmeric and other garden crops are raised the rate per 
acre of wet and dry land.s is B.s. to Bs. 2,500. Ordinarily thetrate 

of wet land raised with paddy c riip A\ill he hetweon Hs. 1.000 to Rs. 1,500 
and the dry lands eultivated witli dry crops will he Rs. 400 to Rs. (KM). In 
this division lands are raiely hrought to sale for arrears of land revenue 
and in the small number ol easc*s, the lands involvcnl will be of poor soil. 
(U)nsocjiuently the value realized by the sale of such lauds will be* less but 
I do not think that the rates will he ridiculously low when compjfied 
with the value of lands or similar soil; so also the lands sold hy court. decrue.s 
will not fetcJi low amounts hut the amount 1‘ealized a ill in a majority Vif 
cases dejjend on the soil of the laud and the competition among the hiddei's 
present at the sale. The value of lauds purcliased hy private negotiations 
coini)ure favourahly witli tho.se of the above two modes. 

4. The existing orders in the maintenance of record of rights arc in no 
way a liindranee to llie mortgage of lands hut the number of disputes and 
C'ouutcr claims will I)C very few. According to the ])resent orders, the ryots 
themselves are responsible for not sot'ing to the proper registry of their 
hames in accounts. 

5. As far as the ryots of this division are concerned debt is generally 
incurred for the purposes noted below : — 

(1) Payment of earlier debts; 

marriage and other socii^l occasions; 

(3) growth of debt hy compound interest; and 

(4) education of children. 
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Of late the ryots have l>cen in the habit of freely taking Kmim from 
Marwari inoney-lendei^i who charge exorbitant rates of interest. This claaa 
forms the chief ty|>e of crtHliioi-s in this division. The Imperial Bank of 
India and the Indian Bank give large sums of money to mei*dhants, 

etc., but very few ryots go in to tht^e banks as they aie not land mortgage 
hunks. The rate ot interest generally chargitHl by Marwuria will bo between 
12 and 18 imt t'ont aiui even more in castw. They etilloet inteivst 

first and then principal every year. Some of the efficient farmers ai'e being 
tiirnofl into tenants throngh the pnxH^ss of the cnlorceinent of the oUl debts 
and the eonscH|iient passing of the landed proptnly into the hands of crixlitors. 
There is alst> a tendemy on the part <if some of the ryots who till itKiontly 
weiv efficient iainM*rs to lease their lands for tUw aiinple reason that tln^y 
want to spend their time in dirtn lions otln r that! iigru nUuie. This leads 
to the fact that the cultivating UMiant tloes not Uvstow as much attention 
•to piTKlnce moi<‘ in an effi(*ii'nt and better manner .since he will not bo 
confident that tln‘ land will be in hi« possession for a suffnient ly long period. 
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(iii) 

Written eridenee of M^By. D. SITABAMAYYA VANTXJhV 
Gam, B.A., Bevenue Divisional Officer, Ifarasaraopet. 

1. (a) Mostly from private money-lenders. 

(b) Prom State loans under tlie Agriculturists’ Loans Act and Land 
Improvement Loans Acts and al.so from loans from private money-lenders. 

(f) Failuro of monsoon — Stato loans. 

{d) Land rovonuo — Loans obtained fi*oin loc^al money-lenders. 

Kates of interest .—T\uy normal rat4» of interest K^^norally deinandcMi by 
privaUi money-lenders is 12 per c^*iit per annum. The Marwari merchant 
who act as privatt* money-lenders adyauce loans for short periods at exor- 
bitant rates ranj;inK from 25 to 30 pe/ cent per annum." The rate varies 
nccordinjj to tin* jieriod for wliich loan is obtaiiuKl and to the solvency of tho 
debtor. The interest on Goviuninent loans was at 7\ i>er cent per annum. 
It is reduced to 6i per cent recentl 3 '. 

Vcriod for whirh Joans ore tahen. — Loans are taken for one year general! v 
in these ])arts for agricultural purposes. . Failure to pay within one year 
entails the necessity to renew tin* pro-notes including the principal and the 
inter(‘st accruing witliin tho period. This method amounts to tlie levy of 
compound iutert^st. 

Nature of seniritij ijicrn and at re jet ed. — Loans for lottg periods are 
advanced on mortgage of immovable property. Tjoans for short periods are 
giveii on mortgage of standing crops, etc. ]a>ans of tho latter kind are of 
the following kinds: — 

(i) The deittor binds hims(‘lf to pay tho creditor at a certain rate per 
hag ()f the firfiduce realized from the crop for tlu' us<' of tho money tak^m 
allowing himself (the debtor) to .sell the produce to whomsoever he" pleases 
and pay the principal. 

ill) The crediUu* and the debtor agree, the former to purchase and the 
latter to .sell the ijrodme mortgaged at a paiticular rate. Neither of the 
two paHies is allowcMl to go lu'hiiul the coiiditioas of the agreement, i.e., 
the ci'oditur purc’hases the iiroduci' before it is ripe for harvest at a fixed 
price and pays tho debtor the price in advance. The debtor i.s l>ouud ro 
band oyer the quantity of produce purcliased by the crcxlitor at haiwost. 

<?■//) Loans ar<* ivpaid in .some eases by instalment.s in kind. The 
repu.vment to be madt' in kind at the end of every year is also fixed at tho 
time ol taking the loan as well as the total period within which the loan 
should be roimid. 

I^art planed hy different afjendes: — 

Gorerninenf.—SUxU^ loans are granted tor agricultural purposes uAdor 
thc^ j\griciilturists’ and the Land Improvement Loan.s Acts. , 

Invperial Ihnl, of India. — Loans are granted in the Imperial Bank of 
India on tlie security of co-ai>plicant. I’he loans are mostly granted during 
tho haiwest season and they are repa.vable in three months. Extensions in 
exceptional casas are grantetl up to six months and no more. 

Joinf-stocl: hanks and indigenous hnnls and hankers, — Thei-e are no such 
banks in this division. 

Co-operative Jninks , — Tliese are not properly managed in villages. The 
Ignorant villagers w^ho heewme members of these bodies are not properly 
ediicatetl and they are handicappexl by the office-bearers who in most cases 
appi'opriate tho sums avaihible to themselves. There were cases of criminal 
misappropriation of funds by the office-bearei's and those in which the sums 
taken as loan by the office-bearers or other.s had to be recovered under the 
provisions of Land Bovenue Recovery Act. 

Ordinary man^flenders.—The part played by these has already been 
dealt with above. The agriculturist foF want of better means of raising 'the 
necessary cai>ital for his business, often plays himself into the hands of 
these unscrupulous money-lenders who bring pressure to bear on the debtor 
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M mmoimaami hmr wed oscimol wed «Xdrl»itMt 

imm tram iha Mitor whtdi mftk^e hm mnAra bt aoafttAiit ittdMxtoidiiii* ^ 

tho privato jaoMj'ol^tider. * 

of dffech. — Tkm mumaUW ataUi of affaim to tko 
coltitrtkt mo$ be averted liy imreasieg the aamber of eo-operattve bamt» 
with good manciai states with cloee mpenrision by the Co-owratlve Itepart^ 
meet. An amr and regular method of reeayment of the debt it etaenttai 
•o as not to allow the debt to grow out of all projiortion to hit property 
Co^^ordmaiton . — ^This is not possible under the present circumstaneea at 
banking is oonducted ou conifiiercml pursuits The only way to remedy the 
defect IS, if possible, to come to an agreement in logard to the distribution 
of pr^ts every year 

3. Marketing is generally made on commercial t^ntem. In moat oaaat 
the producer and the purchaM>r do not deal dii*ect There ts always a com** 
mtsston agent who depriret the producer of an appreciable share of hta 
profits As the rustic producer is ignoiaiii of the tricks played by the 
commission agents in towns, he is often decetvcMl m disposing of his pi^uee 
m towns 

Credit faciltUea required in markettng j^roduce — The Imperial Bank 
generally gives loans on the mortgage of the produce in sealed godowns* 
This facilitates the disposal of ptoduce in a more favouiahle season There 
is no difference in advancing loans on aitules of mU^rnal trade and foreign 
trade The onl\ (onsideraticn in thes** < ^ is whether the prodiX'C offered 

as security C'Oinmands goo<! price or not 

i*ohte of land^ — This is n drv region The vaUie of the lainl dem>n<i#» 
upon the fertility ot soil and its distiince to the market The lands nt fm 
garden crop smh as toluuio thillies ei< aix weith from two U> six hundrcvl 
ru|>ees pei a<ie The Uwm fertile lands in tiuse lockv legions are wiirtli 
even less than Us 1<>0 |mu u< rv Theie ate 4 \t<nsi\<^ !Oik\ laiM\ wlmli 
are not <s»ieted In ninhiwh 

Then* are wet lands also itndei minor iingalion tanks whnh are piiieh 
roindtHi Tin* nuns in the \ inukondit and Palnad taluks aiw especially 

{ m*oariouN Kv(*n thew* wet lands are generalH worth lietween two and six 
lundriHl nipe(‘s ]ko acr<* In Santamaguliir of Xarasaiaopel taluk aiul 
Peciakanchei la of \ innkenda tnink theio are some fertile lands woith 
R». 1,000 The sales ot land for atrenrs of land ix'venuc are \er\ suites* 
and the sale by couit de<roi*j^ aliio ate few in nuinliet 

4 . There in no legal iiupodimoni to nioHgage Agiuiiitural banks started 
on sound oo-operative lines undot proper supervision nln^ he of gieut help 
to the ryot 

Iternul of 7 nfhtH — In spite ot streiiuoim attempts to bung the record ot 
cloM* agreement with actual enjovment on giound, it is not up to 
date The only remeds Mcenm to l»e to coIIcmI the sulKlivision fees even 
before the registration ot the documents in th«» Kegistration Department 
and (Himpttlaorily siilHlivide the lands transteirod and register them m the 
name of the transfer e<» after due enquir> 

• 

jR, Generally women belonging to the lower classes engage themsolvcti 
in hjtndspmning when the> have no work m the fields The\ spin enough 
yam which sumce for their cloths for the vear Generally it is the Adi- 
Andhras (Malas) who prepare cloths with this hand«sptin >am This is 
one of the chief avocations when there is no agricultural woHc to attend to 

There are also some industries of a roinoi nature which are confined only 
to particniar vitlagea, e.g , mats mode of ttuiga-graas are prepared at 
Inavoie of Vinukonda taluk; blanket# made of wool are manufactured a« 
Dronadttla of Narasaraopet taluk , stone pictures are made at Burgi of 
Palnad taluk, stone buttons, etc , are made at Koppukonda, paper wmgkh» 
mai^ of poliidied stoi^ are prepared at Bentachintaia ; camp cots and camp 
chaifm with iron legs are fuanufactared at Narasaraopet. 

1 think if small loans are granted by the Govemtnent id the mannfaeinrera 
of these artidei frcmi tune to time, these persons will be enoonragrf 
mamlaeitire them on a larger scale and derive some profits out m their 
hminees. 

7. I have no remarks to offer about the other tmints raised fal the 

^osetlottiiaire^ 

les 



1296 


Written eridenee ef B. OOBIULUl, Beq^ LOB«, OoUeetor of 

Madura. 


The agriculturist in this district usually obtains finance for expenses 
during cultivation and for payment of land revenue, etc., on the 
seourity of the standing crops on his lands. The loans in audi cases are 
for a snort-term repayable at the next harvest with interest. The loans are 
usually granted by a well-to-do rj^ot or money-lender of the village, the rate ^ 
of interest being between 12 to 18 per cent. When the crop mortgaged is 
ready for harvest the lender takes a portion of it if the loan is made in tlu> 
form of seed or the value of it if given in the form of money plus interest 
in either case. 

If capital for permanent improvcunent is requiy^, longer-term loans are 
taken. The agriculturist may liorrow from local money-lenders or frojn 
Government or from co-operative societies and the land is mortgaged for 
Ne<*urity. If Government Joans are taken the rate of interest is about 7 \ 
per cent; tlie amount of money thus lent by Government is not \ery largo 
relatively to the whole. 

Loans art? I>eing issuetl l)y the Revenue Dt'partmewt of Government which 
has many duties to perform. Tliere is apt .sometimes to l>e delay in the 
issue of loans and the ryot .sometimes olijt^cis to the uriavoidalde publicity 
involved. All this gives an advantage to the private money-lender although 
his rates of interest are at least double those demanded by Government. 1 
suggest as a possible i^niedy for the above defects the creation of a special 
loans department of Government. 

There is scope for improvement in co-ordination of the activities of the 
Revenue Department and the Co-operative Department, 

2. The usual inethwl of marketing is simply that the ryot takes his 
produce to the neai^st centre where he entrusts it to the commission agent 
to sell for him. There is a wider field for the activities of the Cknoperative 
Department in introducing any better method of marketing which will put 
a greater proportion of tne value of t!ie crop into the hands of the pro- 
ducers. 
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Hate iQor Mr. M. A. MUTHIAH CHMPmYAB, 00 the Torrai*! 
C^iretem of Regietntioo of Titlee to properties and traaefers and 
mortfagee *8 remedies, etc., prevailing in the Federated Mahgr 
States 


This system i» in vogue in Australiu and has licnm rojiicnl in Uie Fede- 
rated Malay States and eertain other eountries. The whole Jaw ndating 
to iniinovahl© properties, registration of titles, alienation hy way of sale, 

* mortgage or lease*, rights of pmprietors, inortgageeH, the ,,prt>eedure to 1.© 
adopted in realising mortgage debts, trusts, irnnsintK.sian of property on the 
death of tho register<Hl proprietor, system of eavent-s, (alculation of land 
revenue, survey and settlement and jurisdiction of (s>urts in relation to 
immovable properties, nro all dealt with in a single legislative onaHinent 
called the “ Land CckIo Tho Land CVhIo in force in tho Fetleraied Malay 
States is the l^nd C'mle of This Code gives jiii necurate idea of the 

system in force, and is typical of the Torren’s system. A brief summary 
of til© system adopted in the Jjand C-ode is given Inflow. 

There are several provisions a|)p)icable to a new colony where thet'e i» 
considerable State land which is alienated to settlers. There is a system 

of registration of titles with a “ l(etjinfrr tiifnnnmt of title kept by the 

Registrar and an fssue dio innenf of ftfle given by the Registrar to €*ach 
proprietor, evidencing his title. The proprietor of the property is the peraon 
who is registered as the owner in the Registrar’s officH* and whose name finds 
a place in the Certificate of Title (Form No. 1). The rrfjifiered proprietor 
has an alwsohite and iiidef<?asible title to the property and is the only jiemin 
in law who could transfer the land eitlier by way of sale, mortgage, lease* 
or otherwise. Exception is made only in cnM*H where title is obtained by 

fraud or iiiisrepresentaiton or by obtaining a doenment by forgery. Until 

title is imj>eacbe<l and retransferred to the owmo', the title of proprietor, 
inortgagt*© or lesst^e who has token the title la)na fide for valuable (considera- 
tion from a registere<l proprietor, mortgngju* or lesse<\ or his j)r()]wo' repixj- 
aentative, shall not be aft*(*cteil by reason of any defect in the original 

title. There is a provi.si<»n that ?io title van hr obtained hy adverse posses* 

sion. If there are more than one proprietor, whose names are registered 

as proprietors, in the absence© of specification of shares in the original 

instrument creating the title and in the (*crtificate of title, each is entitled 
to an equal share and siicli lands couUI be }>artition(»d by an application to 
tlm Co1li»<*t.or. by any co-proi»rietor. 

No transfer either hy way <if sale, mortgage or leuM* or of iransinission 
of title is ret-cogiiiased without its l>eiiig rtigisUo’ciI. The procedure of regis- 
iration i.s made very simple. .\iiy iiistriiinent can lie pn^nted to the 
reg».stering ofli<*er even hy post and the pr(^sentatioll will be registered in 
a l>ook with tin* day, hour and niimitc of presentation on rcH^eipt of fees 
pFes(*ril*ed for registration which can sent hy money order. Every 

signature to an instrument prescoitod for registration shall lie atteated by 
a Magistrate, Registrar, CoIuH'tor or an Advocate or Solicitor and a form 
of att^tation is prescriluHl, a copy of which is enclosed (Form fl). The 
registered instrument will have priority ac^cording to the time and date 
of registration and not according to the date of the instrument. The 
registration officer is empowercHl to i-efiise registration of an instrilfnent 
which oontravenes the provisions of any wTitten law or any condition in 
the previous document of title, thus enabling a ixirrecrt title to be deduced 
from time to time. On registering, particulars of the nature ol inatru^ 
i^nt. names of partis, etc., are entered in ** The register document, of 
title and the same particulars are noted in ** The issue document of 
title ** also, for delivery to the proprietor, mortgagee or lessee. Any one 
can inspect the original registers of certificates of title on payment of m 
fee, ♦ 

Simple statutory forms of transfers of land, hj way of sales, mortgages 
or leases are prescribed subject to changes according to circumstaiices. 

Is also required to si|m in token of his accepting the trails^. 
Capies of these forms are enclosed for reference (Forms ftl, IV and V)* A 
form la tbo provided for the discharge of a mot^age, 
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If an iBfttie documeiit of title*’ i» loi^ bj the proprietor, a eopy caa 
Ue obtained only after filing a airorii liitatement giring ail pij^umwi of 
title, and i!K5ttitig out the cireuniatancefi of the iosa of tlie original, 3^ 
notice will be imhiiahed in the Gaeette in a statutory fora® (one sncli notioe 
m herewith enclosed. Form V I ) and in a local newspaper for one month. 
Copiea of snch notices have to be served on all persona having intereata 
registered against the title and also on the land itself. A oopy will be 
issued only when these formal iti4?s are gone through with a atatement 
why such copy was issued. This caution is taken by the authorities aa 
“ The issue aocument of title ** is the primary document of title uaed for 
all punmaes. 

' If the property is transferred by way of sale, mortgage or lease, a 
memorandum containing a statement of all leasee and charges is to be 
submitted, along with tlie issue document of title to the registering officer 
for registration. Provision is also made by statute that the transferee 
of the propei’ty is di'emed to have agreed to pay any amount due on the 
mortgage of the propejty to the mortgagee with principal and interest 
and at the time or times sj>ecified in the instrument of mortage and that 
the purchaser would indemnify the transferor from all liability in respect 
of such mortgage. 

The mortgagee is by statute required to sign a memorandum of discharge 
(Form VIl) in a proscrilx^d form and* send the same to the Registrar 
together with the issue document of title and a statement that the 
charge bad l>een satisfied. The discharge will bo registered and the issue 
do<;ument of title returncMl to the proper party by the Registrar. Thereupon 
the mortgage would stand cancelled. If the mortgagee is not in the country, 
the money due may bo paid to the Registrar who could enter a valid dis- 
charge of the mortgage. If,, without a registered document the certificate 
of title is handed over with intent to create a lien over property (same as 
equitable mortgage by deposit of title deeds obtaining in cities like Madras, 
Bombay, Calcutta and Rangoon) the mortgagee has to send a caveat to the 
Registrar who sliall register the caveat. Thereupon, a lien will be created 
over the property after registration of the caveat. 

Remedias for the mortgagees are also provided in a very simple manner. 
Ill default of payment of the principal sum or interest or periodical payments 
secured, the mortgagee may enter into possession and receive the rente or 
profits fi*om the property and distrain upon the tenant, and all the powers 
of the owner will be vested in the mortg^ee. The mortgagee may ab^ send 
a notice after the default of payment calling upon the mortgagor for payment 
of the amount due within a specified time not less than SO days from the 
date of notice and that in default the mortgagee will resort to ^1 remedies. 
Tht^ form prescribed for the notic'e is also lierewith enclosed (Form VIII). 
The provisions made for serving the notice do not cause delay. 

If default is made after notice, the mortgagee may issue a notice (Form IX) 
to show cause why the mortgaged property should not be sold by public 
auction under the direction of the local court. The local court fixes a res^kve 
price, orders public sale of the property one month after the settlement pf 
the proclamation of sale. The property will lie sold on the appointed diy 
with the help of a licensed auctioneer by an officer of court who will declare 
the bidder to whom the property is knocked down. The mortgage may bid 
at such auction. Thei^ is an appeal against the decision of this offi^r if 
competency of the proceeding is questioned. On completion of the sale, a 
certificate is issued in a prescribed form (copy of which is enclosed — ^Form X) 
with the issue document of title. The purchaser has to send ^ese two doou- 
meitts to the Registrar who shall register the same. 

' ^ If a proprietor, mortgagee or lessee dies, the registeru^ authority wiR 
not register any document until a person obtains Letters m Administn^^ion 
or Probate and presents an application to be registered as tiie proprieitor, 
togel^er with the issue document of title. The Registriu% after asoertaliuiitt 
the particulars and after satisfying himself that estate duty Ima been^l^ 
will issue a certificate of title and the representative will then be 
to be the proprietor for all purposes. 

It a transfer of property is made to a trustee the lfi)pnfrnr iheW 
tils words as trustee or ** as trustees’’ in the memorandum ai|d ism 
jbeimeat of title. Instructions cteating tmsts may be dsfKiitsd lira tiis 
Regiatrmr for safe custody and retmnee. 
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^ Any peraon elaimina title to or n resiAtrable iutomt in any land mny 
III 0 n entBat tont the land shall not be dealt with in any manner except as 
nmtioiied in the notice. A form of tlie careat is annexe (Form XI). The 
Ematrar riiall s^d a copy of Uie caveat to the owner (cavaatee). The 
reratermg authority will not register any memorandum of transfer, mortipige 
mr lease so long as the caveat remains in force. If after notice from the 
owii^ of the land, the caveator does not get pennimion of the court to 
continue Uie caveat, the caveat will cease to operate after twen tv-one days 
frmn the notice by the owner of the land. 

Provision is made for an application to lourt if on© is dissatished with 
any act, omission, refusal, direction or order of the Land Collector. Tlie 
court will decide all questions as to th© true construct ion or validity’ or 
effect of any instrument or as to the jicrson ©ntitle<l or ns to the extent or 
•nature of the right or interest stated or dealt with by the Rogistror or tuny 
direct any proceedings to l)o instituted for the purpose. 


FORM T. 

Presell tot ion No 

Certifimie of Tiilf. 

No 

Register of certificates of title, volume folio 

Annual rent f 

of is now proprietor subject to tlio 

conditions of agreements expressed or implied in ’ No and to 

such registered interests as are shown by memorial made bereori and to the 

payment at the Land Office at of the Hiiniial rent of $ 

of all that piece of land cfontaining acres roods* polc*K more 

or less being lot No in the mukhim of in the district of 

which said piece of land with the dimensions, abuttals and Imundaries thereof 
is delineated on the plan drawn hereon and more narticularly on revenue 

survey plan number dopositecl in the office ot the 8iir>erinteiuk*nt of 

Revenue Surveys for the State of Iieing ^ the whole part * 

of the land originally alienated under the said ‘ to of 

In witness whereof I have hereunto signed 

my name and affixed my seal nt in the 

State of this day of 

19 at m 


ltegi»irar of Tith. 
State of 

[Reall 

(Hero make memorial of existing registered interests and of last 
preceding certificate of title.) 

1 

2 

■A : 

: 

^ (Here refer to the grant or lease of State land in eon tin nation of which 
IBi of ti^ is being given.) 

^ •CHfero etrike out any inapplicable words.) 

1«9 
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FORM II. 

AUettation. 

Oo ibift day of 19 before me (viete 

qmiHficiiiHiii of peraon atteeting) j>eriiouaUy appeared ^bo 

of my own personal knowledge I knoar <or who from information given to 

me by irmiiworthy and renpectable persona, via., C.D and 

JS.F. of I verily believe) to he the identical person whose 

name A.li is tiubHcrilied (or aiiose thumb mark is alBxed) 

to the , written instrument and acknowledged that he was of fall ago 

within 

and had voluntarily executed this iiistr indent. 

Witness my hand 


FORM III. 

Presentation No 

MemonuHhtm o/ (mortgage). 

Ty of ‘ * being registered as the proprietor subject 

to tne leases charges or other registered interests statefl in the dix'uincnt of 

title thereto of the land held under No for lot No. 

in the mukhim of in the district of in area 

acres roods poles in consideration of the sum off lent 

to me by of^ 2 the rec^eipt of which sum I hereby aeknowiedgo 

do hereby agree. 

Firstly that I will pay to him the said the almve sum of ^ 

oil 

Secondly that T will pay interest on the said sum at the rate of $ 

by the hundred dollars in the year by ecjual payments of f on the 

day of every month the fiisit of such payments to l>e made on the 

.....day of 10 

Thirdly^ 

and for the better securing to the said the repayment in manner 

aforesaid of the principal sum and interest 1 hereby charge the land almvc^ 
described with such principal sum and interest and subject to the aforesaid 

the said shall lie entitled to ail the powers and i-emedies given to a 

chargee by the Land Code, 1026. 


I, of 


oiyTRirure c/iargor. 


do hereby accept this charge on the terms stated 


Signature by chargee. 

Dated this day of 19 

Signed by the said chargor in the presence of 

Signed by the said chargee in the presence of 

Memorial made in the register of rolhine folio this 

day of 19 at ...m 


Seal. Register of Titles, 

State of 


OoUector of Laiid Re^^me* 
DistHct of. . . . 

State 
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FORM IV. 

Preneiiittitou No 

Mtmommtum of transfer, 

1 being rej^siottxi ns the ^iroprioior 8ubiwt to the 

leMeej diarim or oilier regisieml interests stated m the document of title 

thereto of the land i held under No for lot No in the 

mukhim of ..in tlie dihtrict of in area... ......nerea.*.. «*...««• 

roods .jwiles in (^ti!!iideration of (here state the consideration ami 

from whom it moves: if a money consideration, say: “in considermtiou of 

doHaw... paid to me by, of “ and ata^ 

deacripttoii and addr^) the receipt <if ahith sum I hei'eby acknowledge (if 
any other consideration than money state it and frtmi whom it moves) db 

^hereby transfer to the said all my title right and interest in 

the said land. 


Signature o/ transferor, 

1 Here state description to the satisfaction of the pio|H*i* n^gistering auiho* 
rity and I'cfereuce to the register document of title. 

FOHA! V. 

Presentation No 

Mfrniftratuiuni of ten nr, 

1, of l>eing registered as Uie proprie- 

tor subjeiit to the charges or other registered interests stated in the document 

of title thereto of the land held under No for lot 

No in the mukhim of in Uie district of 

ill area acres nwds poles do hereby lease to 

of the .said land I to l)e held by him the 

said as tenant for the spa<e of yeai*s from 

ut the yearly rent of dollui's payable (here inwrt the terms of 

payment of rent) subject to the agreements and powers im|>1ied under Uie 
Laud Code, 1926. and subje^-t to the stipulateii niodihcutions terms and 
conditions hereinafter coutumed. 

(Here s|>ecify stipulations modifications terms and conditions if any.) 

Signature of lessor. 

1 of do hereby a<-*cej>t this lease sub- 

ject to the stipulations modifications and terms and conditions hereinbefore 
contained. 


Signature of lessee. 

Dated, this day of 19 

* Signed by the said lessor in the 
presence of 

Signed by the said lessee in the 
presence of 

Memorial made in the register of volume folio ....this 

day of >.19 at in 

Seal. 

Itegistrar of titles. 

State of 

Collector of Land Revenue, 

District of 

State of 

• 

1 If * portion of the land or a part of a building w to he leued hero 
iipuoify the butundaries or description to the satisfaction of the proper 
. v^egisteriiig authority. 


1962 

FORM mu 


Notice of lou of issue document of title, 

Appiication hilling lieeu^ made on to * 

by.. for a eertiHed copy of 1.. on ^ 

ground that. is the proprietor of the land held ^mrennder 

and that the issue document of titm has been 2 lost wholly destroyed or 
partially destroyed. ^ ^ 

Now therefore in accordance wflh ih!e provisions of section 100 of the 

Lapd Code, 1926, 1 ..do hei-eby give notice that unless withiii 

a i>eriod of months from the date of publicattOn of this notice 

Hood cause is shown to me for refusing the application 1 shall issue to 
a certified copy of 

Dated this day of 19 


Beal. 


Ilegistrar of "‘f Hies. 
State of 


Coliecior oj Land lievenue. 

District of. 

State of.... 


1 Here s|>ociiy the ixjgister document of title. 

2 Here strike out any inapplicable woinls. 


FORM Vll. 

Preseiitatiou No 

Memorandum of disvharoe of charge. 

Receiveil fnmi this day of .19 

the sum of dollars and cents., Ijeing in ...satisfac- 
tion and discharge of charge No.^ volume folio on the land 

held under No tor lot No mukhim of 

district of State of 


Signature of chargee, ^ 

Dated this. day of 19 

Signed by the said chargee in the 
presence of 

Memorial made in the register of,. volume folio.. 

this day of 19 

Seal. 


Coilector of Land Revenue, 

District of 

State of 


Reptt^r of 
State of..,......,,..*.. 



imz 


FORM vni. 

Nipikr hy rkargee m m»€ o/ iHtfault. 

To .I'lmrgoi'ji of the lattd held iiiuler, ,,,No Jor lot 

Ni ....ill tho iinikhiiii of in the district of in the Binto 

of..... 

Whereas upon the... day the registered a charge 

by you on the above land and whereas I aas the chargee iimler 

eudh charge and whereas you the chargor undf*r such charge have made 
defauH by 


and whereas such default has lieeii csmtiiiued lor a space of 

Now therefore 1... ..chargee under tlio said charge do tii accoidaueo 

wdtli the provisions ot seciion lil8 of The Land ('ode give to you,..,,. 

the chargor under tlie said charge # not iir and finther I herthy 

under the said section of tlic said ccnle give you notice' that I shall rtwori 
to all remedies coiniMiUmt unless such dciuult Iw remedied. 

Dated tho day of. 


Signaturr o/ vhaiyrr. 
Addiwss of thaigee 


To 


FORM IX 


.1 p />/ tviif ion by t'h a rg f. v, . 


Whereas upon the' day of 11) the registered in 

favour of.. a charge No..... for $ u|ioii the land lic^ld under 

No. for lot No in the niiikhiin of in the clisirict of 

,...and whcreu.s the chargor has made default by 

(here specify the default to the satisfaction of the proper registering 
authority) 

for the space of.. .......and whereas i .....the chargee gave to him 

tlie^efaarger. notic'c in writing (*oi)y wlicrcof is attached to repair 

such default by and that I should resort to all remedies coiniwlcmt 

uiness such default wei*e i*einedied and whereas 1 have such notice hy 

(here specify how notice was given) 

and whereas such default has continued for the further spac'e ot 

(here ai^te period) 

Now tiierefore I the chargee of the said land do hereby apply to you 

......... ...to call upon the said dhargor under charge No 

to d^ow cause why (here state whether the land or some portion thereof) 
abould not be sold at public auction. 

this... day of... 19 


Signature of ehargn^ 


Address of chargee. 



1M4 


FORM X. 

(Jertificute of imnsfeir to ht giv^M hg of^et of ^ooH'-on the mU of lomd 
at the imtame of churgee. 

Wbereuti u|H>n the day of last it was ordered by a Jtidse 

under the authority of** The Land Code 1926 ’’ that the following lands, 

vis. (here describe land) contain iiig .....aciw, or thereabouts, and being 

the (whole or part) of the latidu contained in the (grant, lease of State 

land or eertihcate of title) registered in the register of. book 

folio should lie sold by public auction before me at ....on the 

day ^f.. 19 and whereas at such auction A.B, was 

hipest bidder ahd 1 caused the said ^ lands to be ktiock^ down to him 

at the bid of $... (the receipt of which sum from the said A.B. I hereby 

acknowledge): Now I do hereby transfer the said land to the said A.B.* 
subject to tne annual rent and diarges hereunder written. 

Annual rent f 

Charges 

Dated this .....day of 19 


, Signature of officer of Court. 

Memorial made in ilie register of volunie folio.. 

this day of 19 

Seal. 


Itegislrar of Titles. 
State of 


FORM XI. 

Presentation No 

Caveat against transfer charge or lease. 

To 

Take notice that 1 of (hei*e specify address within the Federated 

Malay Stotes where notice may be sci-vecf) claiming 

(Uei'c state nature of interest in land and ground upon which such 
claim is founded) 4 

in the land held uiuler in the district of in the State *’of 

whereof is tlie proprietor do hereby forbid [here 

si>ecify whether (a) absolutely or (b) in what manner and to what extent 
and (c) until notice shall have been served on caveator or (d) unless transfer 
charge or lease is expressed to lie subject to the claim of caveator as 
expiessed in caveat or (e) except subject to conditions conformable to law 
expressed in caveat] 

the registration of any transfer charge or lease of the said land executed 

by the said .....presented subseauently to this caveat until this caveat 

bo withdrawn by me the caveator or by order of the court or untU after the 
lapse of twenty-one days from the date of the seiwice of notioe on me by 
the <»Toatee at the address given above. 

Dated this..* ....day of 19 


Cavtator. 
iget^t /ior 



1805 


the eboirenamed 

agent for the abov^ianied * 

fttatments in the ebore caveat are true in •nbitanoe and in faot. 


..of aArifi that the 


aa f have laMni infoniMKl and belteive 

Vttrf^titor, 

\iff r a V /or 

AflirmiHi liefore ine this .....day of ..,.19 


Jiagisiraif. 

Memorial made in the rcpister..,. volume foHo, 

this day of 19 at m. 

Seal. 


Jfeghtrar of TitlfJf. 
State of 


t 'uUvrior of Im»(I It^rfnue, 

Dintrici of 

State of 







